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WALL STREET AND THE FINANCIAL CRISIS: 
Anatomy of a Financial Collapse 

Majority and Minority Staff Report 

U. S. SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 


FOOTNOTE r.OCATOR LIST and BATES LOCATOR LIST 


The following two lists, Footnote Locator List starting below, and 
the following Bates Locator List, reference documents referred to in the 
Report’s footnotes. Footnotes which are not contained in either list are 
explanative, reference Subcommittee interviews for which records are 
not available to the public, or reference a widely available public 
document. 

Many documents are referenced in multiple footnotes. To locate a 
document by footnote number refer to the Footnote Locator List, using 
the first footnote in which the document is referenced. To locate a 
document by bates number, refer to the Bates Locator List. Both lists 
then provide the page number where the document can be found. That 
page number appears in the top right-hand comer of the Footnote 
Exhibits. 
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1637 

GS MBS-E-010989710 

3485 

1646 

GS MBS-E-009763506 

3486 


GS MBS-E-00968gl92 

3488 

1650 

GS MBS-E-010214409 

3492 


GS MBS-E-012744553 

3496 

■^1 

GSMBS-E-012411673 

3500 

1650 

GS MBS-E-012776557 

3505 

1656 

GS MBS-E-010022328 

3511 

1657 

GS MBS-E-002631719 

3528 

1658 

GS MBS-E-010474983 

3531 

1661 

GS MBS-E-010267341 

3536 

1661 

GSMBS-E-01 1375519 

3538 

1661 

GS MBS-E-019794071 

3540 

1663 

GS MBS-E-021893369 

3541 

1663 

GS MBS-E-012474685 

3544 

1666 

GS MBS-E-010389296 

3547 

1666 

GS MBS-E-010378492 

3548 
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FN Exhibit 
Page# 

1679 

GS MBS-E-009980807 

3549 

1683 

GS MBS-E-0161655S0 

3551 

1685 

GSMBS-E-010381411 

3552 

1688 

GS MBS-E-009757841 

3553 

1688 

GS MBS-E-0 17237596 

3554 

1689 

GSMBS-E-0 1038 1967 

3555 

1693 

GSMBS-E-01 1270138 

3556 

1694 

GS MBS-E-0 10987763 

3558 

1695 

GS MBS-E-002204942 

3559 

1697 

GSMBS-E-017250218 

3561 

1699 

GS MBS-E-0 18938493 

3562 

1699 

GS MBS-E-018940734 

3564 

1699 

GS MBS-E-0 12502371 

3566 

1699 

GS MBS-E-019460848 

3567 

1699 

GS MBS-E-0 107072 16 

3569 

1699 

GS MBS-E-012523933 

3570 

1699 

GS MBS-E-012374026 

3571 

1699 

GS MBS-E-009739009 

3573 

1702 

GS MBS-E-010393092 

3574 

1705 

GS MBS-E-009632839 

3575 

1707 

GSMBS-E-0 10397 102 

3576 

1709 

GS MBS-E-012890599 

3578 

1716 

GS MBS-E-0 10398072 

3586 

1719 

GS MBS-E-0 12085546 

3587 

1721 

GS MBS-E-002628642 

3589 

1730 

GS MBS-E-01 1 106690 

3590 

1732 

GSMBS-E-002207710 

3591 

1738 

GSMBS-E-004516519 

3615 

1742 

GS MBS-E-0 124431 15 

3617 

1743 

GS MBS-E-012561798 

3619 

1746 

GS MBS-E-021 887795 

3621 


GS MBS-E-012570169 

3622 

IHiHil 

GS MBS-E-012891722 

3624 

■W.1B 

GS MBS-E-012443662 

3627 

mgi 

GS MBS 0000039096 

3628 

1753 

GS MBS-E-012443675 

3637 

1754 

GSMBS-E-011184213 

3639 

1755 

GS MBS-E-0 12444252 

3642 

1759 

GSMBS-E-012551726 

3643 

1760 

GS MBS-E-012551460 

3644 

1762 

GSMBS-E-012445931 

3646 

1763 

GSMBS-E-018947548 

3647 

1764 

GS MBS-E-012445404 

3650 

1765 

GS MBS-E-012458169 

3651 

1770 

GS MBS-E-001920339 

3652 

1770 

GS MBS-E-003375593 

3653 

1770 

GS MBS-E-010798675 

3654 

1770 

GS MBS-E-0099671 17 

3655 

1770 

GS MBS-E-001916435 

3657 

1770 

GS MBS-E-001919600 

3660 

1770 

GS MBS-E-009747489 

3662 
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FN Exhibit 
Page # 

gim 


3666 

1773 

GS MBS-E-012900708 

3667 


GS MBS-E-010857498 

3669 

m'lnBil 

GS MBS-E-010849I03 

3672 


GS MBS-E-021890868 

3673 

1780 

GS MBS-E-02 1905440 

3674 

1781 

GS MBS-E-015654036 

3675 

1781 

GSMBS-E-0 15653681 

3690 


GSMBS-E-015712249 

3691 

mmn 

GSMBS-E-01 1154528 

3692 


GS MBS-E-010876357 

3693 


GS MBS-E-001929202 

3695 



3699 

1798 

GSMBS-E-01 1088957 

3701 

1799 

GS MBS-E-009640293 

3703 

1801 

GS MBS-E-0 10673306 

3704 

1802 

GSMBS-E-010681855 

3705 

1803 

GS MBS-E-010678428 

3707 

1805 

GS MBS-E-010681647 

5882 

1807 

GSMBS-E-010060183 

3713 

1812 

GS MBS-E-009741145 

3716 

1814 

GS MBS-E-009739836 

3717 

1815 

GS MBS-E-0 10608 145 

3718 

1817 

GSMBS-E-0 10682736 

3719 

1818 

GS MBS-E-012606879 

3720 

1820 

GS MBS-E-009778573 

3721 

1821 

GS MBS-E-009640287 

3722 

1824 

GSMBS-E-012927140 

3725 

1825 

GSMBS-E-0113U633 

3727 

1827 

GS MBS-E-012927200 

3729 

1827 

GS MBS-E-009993267 

3731 

1829 

GS MBS-E-009775575 

3733 

1831 

GS MBS-E-009779885 

3734 

1832 

GS MBS-E-010678553 

3736 

1832 

GS MBS-E-010619824 

3738 

1833 

GS MBS-E-099775568 

3740 

1833 

GS MBS-E-0097S6424 

3741 

1838 

GS MBS-E-010621324 

3742 

1839 

GS MBS-E-009643469 

3744 

1840 

GS MBS-E-009589083 

3745 

1853 

GS MBS-E-015863620 

3748 

1858 

OS MBS-E-010386051 

3749 

1860 

GS MBS-E-010674894 

3757 

1860 

GS MBS-E-010674895 

3758 

1861 

GS MBS-E-013693128 

3759 

1864 

GS MBS-E-012929469 

3788 

1871 

GS MBS-E-010630691 

3790 

1871 

GS MBS-E-010690522 

3792 

1872 

GS MBS-E-002211242 

3803 

1872 

GS MBS-E-010646842 

3804 

1875 

GSMBS-E-010671564 

3806 
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FN Exhibit 
Page # 

1881 

OS MBS-E-009S92726 

3810 

1887 

GS MBS-E-002202310 

3813 

1891 

GS MBS-E-012927202 

3814 

1892 

GS MBS-E-016344758 

3816 

1905 

GSMBS-E-009778897 

3818 

1905 

GS MBS-E-012868698 

3820 

1905 

GS MBS-E-009708690 

3821 

1906 

GS MBS-E-009742070 

3822 

1914 

GS MBS-E-01 1247689 

3824 

1916 

GS MBS-E-012927198 

3825 

1918 

GS MBS-E-009716432 

3827 

1918 

GS MBS-E-010374687 

3829 

1919 

GS MBS-E-009763394 

3830 

1920 

GS MBS-E-009724779 

3831 

1920 

GS MBS-E-009762741 

3833 

1922 

GS MBS-E-009720057 

3835 

1922 

GS MBS-E-009764685 

3837 

1923 

GS MBS-E-009762239 

3839 

1925 

GS MBS-E-009757430 

3841 

1932 

GS MBS-E-01 0680327 

3843 

1935 

GSMBS-E-010623720 

3847 

1937 

GSMBS-E-010388177 

3848 

1951 

GS MBS-E-01 0679220 

3849 

1951 

GS MBS-E-009740158 

3850 

1954 

GS MBS-E-0097 16460 

3852 

1954 

GS MBS-E-009714807 

3858 

1954 

GS MBS-E-009708872 

3860 

1954 

GS MBS-E-0097 1 7721 

3862 

1954 

GS MBS-E-009724040 

3864 

1954 

GS MBS-E-009707379 

3866 

1956 

GS MBS-E-009926240 

3867 

1967 

GS MBS-E-013668603 

3868 

1979 

GS MBS-E-009601759 

3880 

1990 

GS MBS-E-009653853 

3881 

1990 

GS MBS-E-009631348 

3883 

1995 

GS MBS-E-012962076 

3885 

1998 

GS MBS-E-009994305 

3887 

1998 

GSMBS-E-013746511 

3892 

2009 

GSMBS-E-010931233 

3893 

2010 

GS MBS-E-009582963 

3895 

2013 

GS MBS-E-002203268 

3897 

2015 

GSMBS-E-0I9164799 

3899 

2017 

GS MBS-E-002212223 

3901 

2019 

GS MBS-E-002620292 

3902 

2019 

GS MBS-E-003249991 

3904 

2020 

GS MBS-E-002640951 

3906 

2020 

GS MBS-E-009332408 

3909 

2020 

GS MBS-E-009685430 

3910 

2022 

GS MBS-E-010807091 

3911 

2022 

GS MBS-E-010626401 

3913 

2029 

GS MBS-E-009760380 

3915 
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FN Exhibit 
Page # 

2031 

GSMBS-E-0134n815 

3916 

2037 

GS MBS-E-002195434 

3917 

2039 

GS MBS-E-010387242 

3919 

2040 

GS MBS-E-002048050 

3920 

2041 

GSMBS-E-002211055 

3924 

2041 

GSMBS-E-002134411 

3925 

2044 

GS MBS-E-004641002 

3927 

BIEI 

GS MBS-E-002 135667 

3929 


GS MBS-E-002207114 

3930 

mm 

GS MBS-E-009860358 

3931 

tasa 

GS MBS-E-019645932 

3934 

ESI 

GSMBS-E-002131857 

3935 

giaa 

GS MBS-E-002201064 

3943 


GS MBS-E-002201055 

3944 

ESI 

GS MBS-E-003322028 

3948 


GS MBS-E-009759477 

3952 

IgiirAl 

GS MBS-E-001 866889 

3953 

KtWtl 

GS MBS-E-010848985 

3954 


GSMBS-E-021895601 

3955 

ESI 

GS MBS-E-010703744 

3957 

2085 

GSMBS-E-019648100 

3958 


GS MBS-E-010649734 

3960 

ESI 

GS MBS-E-001 863651 

3961 

*¥21 

GS MBS-E-010787603 

3981 

l¥^ 

GS MBS-E-010971156 

3982 

WWM 

GS MBS-E-012504595 

3983 

E^ 

GSMBS-E-001996121 

3985 

Esa 

GSMBS-E-01 1057632 

3986 

gaEM 

GS MBS-E-001865723 

3988 

ESI 

GSMBS-E-010973174 

4007 

WiEIil 

GSMBS-E-010973175 

4008 

aCilfl!;! 

GSMBS-E-010952331 

4026 

BTiEEl 

GS MBS-E-019654926 

4044 

mw 

GSMBS-E-018921924 

4046 

wm 

GS MBS-E-001934732 

4048 

HHaTtlil 

GSMBS-E-003305101 

4050 


GS MBS-E-001 863555 

4052 

EDI 

GS MBS-E-001934058 

4053 

ma 

GS MBS-E-001914921 

4055 

E!a 

GS MBS-E-010803889 

4059 

■ntta 

GSMBS-E-01 1212260 

4062 

Min 

GSMBS-E-01 1136832 

4063 

m 

GS MBS-E-001920459 

4064 

MHtl 

GS MBS-E-001927791 

4065 

HI'feM 

GSMBS-E-01 1310717 

4068 

2125 

GSMBS-E-010619382 

4071 

2125 

GS MBS-E-01 1090928 

4074 

2126 

GS MBS-E-01 0684858 

4077 

2129 

GS MBS-E-010685200 

4079 

2130 

GS-PSI-01310 

4081 

2133 

GS MBS-E-002339552 

4090 
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FN Exhibit 
Page# 

2133 

GS MBS-E-001965860 

4092 

2133 

GS MBS-E-003373736 

4094 

2136 

GS MBS-E-013349723 

4096 

2136 

GS MBS-E-010055302 

4098 

2136 

GS MBS-E-009882064 

4100 


VOLUME 5 - PART IV 


2146 

GSMBS-E-01 1128623 

4104 

MBEm 

GS MBS-E-01 0876595 

4105 


GS MBS-E-0 10876565 

4108 


GSMBS-E-010853931 

4111 

■El 

GS MBS-E-009691545 

4113 

2152 

GS MBS-E-010623779 

4115 

2163 

GS MBS-E-010847490 

4117 

2164 

GSMBS-E-01 1068490 

4119 

WHil 

GS MBS-E-001927891 

4121 


GS MBS-E-001912408 

4123 


GS MBS-E-013782989 

4126 

2173 

GS MBS-E-002562148 

4127 

2185 

GS MBS-E-012432706 

4128 

■11:51 

GS MBS-E-001990255 

4129 

2188 

GS MBS-E-0 16034495 

4132 


GSMBS-E-00 11 57934 

4134 

2199 

GS MBS-E-002048050 

4136 


GS MBS-E-00 11 57942 

4141 

2207 

GSMBS-E-01 3648 130 

4146 

mmm 

GS MBS 0000004337 

4149 

■BM 

GS MBS-E-012685289 

4160 

■ma 

GS MBS 0000004472 

4161 


GS MBS-E-010919930 

4163 


GS MBS-E-009682590 

4164 

2221 

GS MBS-E-009739145 

4166 

2221 

GS MBS 0000004468 

4167 

222! 

GSMBS-E-012681410 

4169 

2221 

GS MBS-E-009615593 

4170 

2223 

GS MBS-E-012328199 

4172 

2226 

GS MBS-E-012328194 

4173 

2228 

GS MBS-E-012328203 

4175 

2231 

GS MBS-E-018209595 

4176 

2235 

Moody’s ''Structured Finance - Rating Methodology" (3/23/2007) 

4177 

2239 

GS MBS-E-012432742 

4181 

2241 

GS MBS-E-012685645 

4182 

2242 

GS MBS-E-010913416 

4183 

2243 

GS MBS-E-012684557 

4184 

2244 

GS MBS-E-0 17502983 

4186 

2245 

GSMBS-E-01 1402123 

4188 

2245 

GS MBS-E-0n403442 

4189 

2251 

GS MBS-E-012328848 

4190 
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Footnote 


FN Exhibit 
Page# 

2252 

GS MBS-E-014042217 

4191 

2252 

GSMBS-E-014042218 

4192 

2252 

GS MBS-E-014042220 

4194 

2253 

GSMBS-E-014367160 

4195 

2253 

GSMBS-E-014367161 

4196 

2253 

GS MBS-E-017504075 

4232 

2266 

GS MBS-E-012689798 

4233 

2267 

GS MBS-E-02 1822056 

4234 

2270 

GS MBS-E-010916991 

4317 

2271 

GS MBS 0000004474 

4318 

2271 

GS MBS 0000004476 

4320 

2271 

GS MBS 0000004478 

4322 

2271 

GS MBS 0000004484 

4324 

2271 

GS MBS-E-012695030 

4326 

2272 

GS MBS-E-009757821 

4328 

2273 

GS MBS-E-0000066413 

4329 

2274 

GS MBS-E-0000054856 

4330 

2276 

GS MBS-E-009557391 

4331 


GSMBS-E-018321286 

4332 


GS MBS-E-0000030518 

4333 

Wf>y3M 

GS MBS-E-006638833 

4335 

2291 

HUD-CDO-00005125 

4337 


GSMBS-E-013475756 

4338 


GS MBS-E-013870906 

4345 


GS MBS-E-000904603 

4347 

mm 

GS MBS-E-014335388 

4349 


GS MBS-E-014605918 

4351 


GS MBS-E-014597705 

4352 


GSMBS-E-009471708 

4353 


GS MBS-E-016473768 

4355 

2307 

GSC-CDO-FCIC-0029698 

4356 

2307 

GS MBS-E-000905571 

4357 

2315 

GS MBS-E-002201486 

4358 

2320 

GS MBS-E-018936137 

4359 

2321 

GS MBS-E-010383828 

4361 

2331 

GS MBS-E-0 15550857 

4363 

2339 

GS MBS-E-000855351 

4365 

2340 

GS MBS-E-000892557 

4402 

2344 

GSMBS-E-014419176 

4444 

2353 

GS MBS-E-021880171 

4445 

2367 

GS MBS-E-001927784 

4449 

2369 

GS MBS-E-0I0989241 

4451 

2386 

GS MBS-E-003361238 

4453 

2393 

GS MBS-E-001863725 

4457 

2399 

GSMBS-E-001 125549 

4458 

2403 

GS MBS-E-012443166 

4460 

2403 

GS MBS-E-012443I67 

4461 

2406 

GS MBS-E-001866482 

4463 

2406 

GS MBS-E-022023387 

4472 

2406 

GS MBS-E-010809241 

4473 

2406 

GS MBS-E-010795808 

4482 
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FN Exhibit 
Page # 

wfig 

GS MBS-E-00 1936955 

4485 

■liZIIil 

GS MBS-E-001922156 

4487 

HKIEI 

JUL 000685 

4489 


JUL 002027 

4493 

nil 

GS MBS-E-002003102 

4497 

Kilrl 

GS MBS-E-001810225 

4505 

Mill 

GSMBS-E-001914580 

4509 

tll'El 

GSMBS-E-001912398 

4511 

MM 

PSI-Basis Capital Group-03-000 1 

4515 

mm 

GS MBS-E-002002522 

4525 

mm 

GS MBS-E-002006149 

4526 

mi»M 

GSMBS-E-001918603 

4530 


PSI-Basis Capital .Group-02-0001 

4533 

2430 

GSMBS-E-001990127 

4537 

MI18I 

GS MBS-E-001866391 

4552 

mmm 

GSMBS-E-01016928I 

4575 


GS MBS-E-013449641 

4578 

2439 

JUL 003958 

4584 

Kin 

GSMBS-E-001919861 

4587 

rein 

GSMBS-E-010958182 

4588 

2452 

GSMBS-E-010971809 

4589 

2453 

GSMBS-E-001866144 

4590 

2458 

GS MBS-E-010952698 

4591 

2459 

GS MBS-E-012371112 

4592 

2462 

GS MBS-E-001 866752 

4595 

2464 

GS MBS-E-003334218 

4596 

2464 

GS MBS-E-00 1980637 

4598 

2465 

GSMBS-E-0 11050254 

4601 

2466 

GS MBS-E-004735378 

4602 

2467 

GSMBS-E-OI 1183045 

4604 

2468 

GS MBS-E-00 19202 15 

4607 

2469 

GS MBS-E-001927858 

4608 

2472 

GS MBS-E-013427046 

4609 

2473 

GS MBS-E-001913775 

4610 

2474 

GS MBS-E-010857643 

461! 

2474 

GS MBS-E-010857644 

4612 

2483 

GSMBS-E-0020ni52 

4615 

2485 

GS MBS-E-009209654 

4617 

2490 

GS MBS-E-002055378 

4619 

2496 

GS MBS-E-003246145 

4730 

2497 

GS MBS 0000022785 

4733 

2501 

PSI-Pau!son-04 (Pellegrini Depo)-0001 

4739 

2502 

GS MBS-E-002534649 

4754 

2503 

GS MBS-E-002480516 

4756 

2507 

GS MBS-E-002526707 

4757 

2515 

PSI-Paulson-04 (Shu DepoJ-OOOl 

4758 

2515 

PAULSON-ABACUS 0252736 

4764 

2515 

GS MBS-E-002754054 

4782 

2517 

GS MBS-E-007974381 

4783 

2519 

GS MBS-E-003010587 

4785 

2522 

PSl Chart: "Abacus 2007-ACl Reference Portfolio" 

4788 
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FN Exhibit 
Page # 

2522 

GS MBS-E-002483408 

4790 

2522 

GS MBS-E-002522389 

4792 

2522 

GS MBS-E-002480574 

4795 

2522 

GS MBS-E-002444359 

4798 

2522 

GS MBS-E-002620419 

4801 

2522 

GS MBS-E-003026086 

4803 

2522 

GS MBS-E-002483499 

4804 

2522 

GS MBS-E-002483496 

4805 

2522 

GS MBS-E-003062009 

4807 

2522 

GS MBS-E-002856966 

4809 

2522 

PAULSON-ABACUS 0253248 

4810 

2522 

GS MBS-E-002444961 
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JPM WM06293964 

1-58 

40 

JUL 000685 

2412 

4489 

JUL 002027 

2413 

4493 

JUL 003958 

2439 

4584 

MlS-OCIE-RMBS-0035460 

1151 

723 

MIS-OCIE-RMBS-0364942 

1159 

728 

MIS-OCIE-RMBS-0419014 

1113 
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FN Exhibit 
Page # 

Moody's "Structured Finance - Rating MeUiodology" (3/232007) 

2235 

4177 

Moody's 2008 Global CDO Review (3/3/2008) 

1264 

771 

Moody's Response to PSI Questions (2/17^01 1) 

1125 

668 

Moody's Response to PSI Questions (2/24/201 1) 

1122 

664 

MTSSOOOOn 

1266 

802 

MTSS000920 

1435 

2102 

MTSS000929 

1436 

2108 

New York v. First American Corporation 

707 

353 

OTSWME04-0000004883 

648 

302 

OTSWME04-0000004889 

649 

308 

OTSWME04-0000005357 

154 

25 

OTSWME04-0000029592 

719 

390 

OTSWME06-039 0000205 

694 

323 

OTSWME06-039 0000214 

691 

319 

OTSWME07-067 0001082 

704 

350 

OTSWME07-075 0000780 

868 

412 

OTSWMEF-0000032053 

855 

411 

OTSWMEN-0000000274 

703 

328 

OTSWMEN-0000020983 

700 

326 

OTSWMS06-007 0001020 

729 

397 

OTSWMS07-01 1 0001294 

708 

384 

OTSWMS08-015 0001216 

628 

261 

PAULSON ABACUS 0234459 

1331 

1014 

PAULSON-ABACUS 0250401 

2548 

5225 

PAULSON-ABACUS 0252736 

2515 

4764 

PAULSON-ABACUS 0253248 

2522 

4810 

PSI Chart: "Abacus 2007-ACl Reference Portfolio" 

2522 

4788 

PSI Chart: "Fact Sheet for Three Examples of Failed AAA Ratings" 

1034 

595 

PSI Chart; "Goldman Sachs Expected Profit from RMBS Securitizations'* 

1238 

769 

PSI email exchange with Goldman counsel (1/7/201 1) 

2653 

5388 

PSI. .QFR_ GSOOOl-548 (Redacted] 

1512 

2291 

PSl-Basis Capital Group-02-0001 

2426 

4533 

PSI-Basis Capital Group-03-0001 

2419 

4515 

PSI-Deutsche Bank-31-0004 

1278 

848 

PSI-Deutsche Bank-32-0001 

1278 

844 

PSI-Deutsche Bank-02-0005 

1267 

811 

PSI-DeutscheBank- 1 7"Gemstone7-000 1 

1347 

1489 

PSI-FDIC-IO-OOOI 

776 

399 

PSI-FDIC-1 3-000001 

947 

477 

PSI-M&T Bank-02-0001 

1393 

1698 

PSI-MOODYS-RFN-000001 

1046^ 

613 

PSI-MOODYS-RFN-000007 

1123 

666 

PSI-MOOOYS-RFN-000009 

1046 

611 

PSI-MOODYS-RFN-00001 1 

1089 

640 

PSI-MOODYS-RFN-000013 

1084 

625 

PSI-MOODYS-RFN-000019 

1087 

631 

PSI-MOODYS-RFN-000022 

1193 

754 

PSI-MOODYS-RFN-000029 

1159 

726 

PSI-MOODYS-RFN-00003 1 

1083 

624 

PSI-MOODYS-RFN-000032 

1081 

621 
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Footnote 

FN Exhibit 
Page# 

PSI-MOODYS-RFN-000035 

1212 

765 

PSI-MOODYS-RFN-000039 

1056 

615 

PSI-MOODYS-RFN-000040 

1175 

742 

PSI-MOODYS-RFN-000044 

1003 

582 

PSI-MOODYS-RFN-00004S 

1003 

583 

PSI-Paulson&Co-02-0001 

1011 

588 

PSl-Paiilson-04 (Pellegrini Depo)-0001 

2501 

4739 

PSI-Paulson-04 (Shu Depo)-0001 

2515 

4758 

PSI-S&P-RFN-OOOOOl 

1191 

753 

PS1-S&P-RFN-000002 

1088 

633 

PSI-S&P-RFN-000003 

1046 

607 

PSI-S&P-RFN-000006 

1046 

605 

PSI-S&P-RFN-000008 

1088 

636 

PS1-S&P-RFN-000012 

1190 

750 

PSI-S&P-RFN-000015 

1172 

740 

PS1-S&P-RFN-000017 

1167 

733 

PSI-S&P-RFN-000021 

1171 

737 

PSI-S&P-RFN-000024 

1080 

616 

PSI-S&P-RFN-000029 

1042 

596 

PSI-S&P-RFN-000032 

1085 

630 

PSI-S&P-RFN-000034 

1189 

746 

PSI-S&P-RFN-000038 

1046 

599 

PSI-S&P-RFN-000044 

1152 

724 

PSl-SEC (Moodys Exam Report)- 14-0001 

975 

519 

PSI-SEC (S&P Exam Report)- 14-0001 

1145 

699 

PSI-Standard&Poor’s-04-000 1 

1131 

674 

Quigley_Lori-0023 163 1_001 

716 

387 

Reich_John-00040045 001 

710 

385 

S&P Response to PSI Questions (2/10/2011) 

1128 

671 

S&P SEN-PSI 0001945 

962 

482 

S&P SEN-PSI 0007442 

1201 

760 

S&P-PSI 0000028 

991 

568 

S&P-PSI 0000036 

991 

575 

S&P-SEC 067708 

1004 

584 

S&P-SEC 067733 

1004 

585 

S&P-SEC 067740 

1004 

586 

S&P-SEC 067747 

1004 

587 

SEC V. Mozilo, Case No, CV09-03994 

884 

424 

SEC OCIE CRA 011212 

981 

535 

SEC_OCIE..CRA.011214 

981 

544 

SEC_OCIE_CRA_01 1217 

981 

545 

SEC_ PCIE_CRA_,01 1218 

982 

546 

Statement submitted to PSI by David Lehman (1/26/201 1) 

2657 

5407 

Statement submitted to PSI by Jordan Horvath (1/7/201 1) 

2657 

5406 

Statement submitted to PSI by Susan Helfrick (1/7/201 1) 

2657 

5405 

Statement submitted to PSI by Timothy Saunders (12^2/2010) 

2657 

5404 

Transcript-Blankfein on CNBC Power Lunch (5/7/2010) 

2706 

5455 

Wachovia counsel email to PSI (1 1/19 & 23/2010) 

1488 

2272 
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Securitization Credit Report 


Reason for PresentaSon 




Borrower 

ffiihgalriarminti. taoafatMvu 
tnatlemieBBecmtty) 


I Ganstone CDO Vfl Ltd . (*Ge!n8tD{« Vir) 
t Eleabethan Sq. G«>rge Town, Grand 
[ Cayman, Cayman Islands 


PuRdir^ Beneficial 
ptMturthaab ammii 


Seryfo» Group: 


: HBK 

r^4i2 ' 


i HBK tiwestment LP (•HBK’. •Company^ ' 
j Suite 7ppjpa]^^^ 

< HBK Inve^TOrt f HBIC. 'Com^nyT 
? 300 Crescent Ct.. Suite 700, DaBas, TX 


: SvMcwOiouplO: 




{ Acitemiann | Dr. BOreIg { Dr. von Heydebreck } LambertI 
WG1S ! ^ -3 


3^' 




Aufoorrty Pg^"' 


CA Review Date <Miiir(pr«vioaf) 3/07 

n/a 

Ratina Rev. date (BwrpnvWiw) 3/07 

nfo 

AssaCMeooni coa Slnictured Finance 

jfl 

Asset pool con^dered aranular 

yes 

WeMcest metemaf mttea of imderlrina assets 

Ba2 

Rmn^ing average life of assets (vrs) 

6.0 


I DB Business Entity : 

COO ^ DB Booking &rtity I 08AG 

group i i NY/Cavman 


i LGD i DBFPO 

S&P 

Moody's 



AB Facitities ; 2 iB8B« 



I xi Securitisation hierarchy : i OtherhierarchyiM*oM«r«N8‘iciidM»h 




, , ,. .™.~. 

Bwrower's majority 

I owner / stake; 

\m. 

^ 

^ivicer Rating iBBB- 


Cowtiefoarty KD rating : IBBB^ I 


Transa<^lonType Y| tA^rehouseLm 


4i 


Holding Period 


i Maturity Date 


3^7 


Description: 

1) New: US$1 .07ajHlioo 4^orrth warehouse feeHIty Issued by DBAG Cayman to the Borrower to pur^ase a portfolio of prlnartly (8S%*90%) 
RMBS secwitlas. Atxordir^ to Exposure Maragement. 7S-day VAR for the entire portfolio (con^ered as 100% cash assets) is 12%. Any 
warehoused collateral above $S00m of this 1.078b ttrtai transaction size \Wi be hedged with a 50% hedge ratio, wSh A8X.HE Ba82^a3. 
Total notionalofcash and syntoetlcassetsiscapped at 1.076b. MaturWy .Sl March2007. 

2) New; US$ 7Q mm margin line (12% PFE) for up to $6S0m notional Pay-As-You-Go CPAUG^) Credit Defoult Swaps CCDS'), referendng ABS 
securities. COO (protection seller) terill pay credft protection payments arKi 08 London wll! pay CDS premiums. During the ramp-up period, 
any phy^l settlement amounts subsequent to credit events payaUe by ttie COO will be settled by drawing under the RCL. After ttre dosng 
of tire COO, the 23% PFE wiH be 4.3x coltateraHzed by segregated rxrte proceeds and/or Hqiddity equal to 100% of tire COS notional. 
Maturffy legal maturity of 40 years (3 year CDO revolving period plus maximum 37 year CDS tenor) and an expeded maturity of -8 years. 

3} New: US$(^,000} futures clearing Kmtt to hedge fixed rate assets to the pwtfoiio. Maturttv: 31 March 2007 

4) New: US$4.5 mm. margin lines (4.5% PFE) for repurchase obligation under which Borrower can borrow and short up to $100 mm notional 
treaMiries and agencies securities, Maturihr31 March 2007 


Currency; 

EUR mnfSI >40.80) 

Cash 

Guararttee 

Margin 

Whole Loans 

Total 

Thereof 

committed 

Pnvfous Total 

Tenor i 1 year 

€862.4 


3.7 


€ 860.1 

862.4 

0 

1 < T £ S years 








6 < T s 7 years 








7<TS10 years 








Tenor > 10 years 



62.4 


€624 

0 


AOTtegata(8yTypa) 

€ 802.4 


60.1 


€928.S 

802.4 

0 

Prevfows Aopreoafo 

0 


0.0 


0.0 



UtiUMtion 

0 


0.0 


6.6 



Securitisation UmRs to 8 
Dired'crcAUflMto^^ 

erviccr Otovp 

€878.1 

1 Settlement Llmlte ' 1 iKWGi3 Total 

rvfcer Oroup 

€100.4 



Variance from Credit Policy: rwne 


Ownership / Shareholders I Management; The borrower is a Cayman islands specrai purpose entity with a US co-issuer. Ordinary ^res 
of the borrower are ovwikI by the co-issuer and the ordinary shares of the co-issuer are held ty a charity. At closir^. the borrower wffl issue 
mutt4)le tremhea of CDO notes, distilbuted via a capital markets offering underwritten by DB, HBK vrtli bear the ftrst loss risk (up to 7.5% of the 
transaction ^}. The CDO wSl be backed by the collateral purchased during the warehouse period. HBK. the coilaterel manager of the CDO, is ah 
investment management Arm set up In October 1 991 with apprcximately $1 1 .0 billion In equity capital under management- 


RAROC / Earnings: DB is expected to generate $(6 79j million in undeiwritit^ foes, in addition to an interest spread on the RCL (The CDO will 
be paying LtSO as warehouse interest). OB Fee is calculated based on sum of i) 0.75% x 350mm and ii) 0.65% of any excess investinent grade 
rrotes over 


Key Figures *• Portfolio Parameters 

Expected 

Umit 

PorttcHk) Retina 

Baa3/Ba1 

Baa3/Ba1 

Moody’s Weighted Average Rating Fectw 

645 

665 

Moody's Correlation Factor 

22.76% 

24.26% 

Weighted Averese Life 

5.0 years 

6.0 years 

Weighted Average Couprm fftzed cottaterali 

5.33% 

5.18% 

Weighted Average Spread (floating collateral) 

213% 

1.75% 

% of below inveirtment mades (MOY/S&P) 

31 .5%/ 20.7% 


Synthetic security 

55% 

65% 


Collateral Description 

Lirres are secured by a diversified pool of primarily RMBS 
securities carrying weighted average portfolio rating of 
BaaS/Bal. 

The lowest expected ratiitt) on underlying collateral at 
acquisition Is B8/Ba2 (max 30%). 

Guarantor Up to ^60.9|mm ioint & several recourse to; 

• HBK Investments LP 
- HBK Master Fund L.P, and 


I Permanent Subcommittee on Investigationi 


Wall Street & The Financial Crisis 


DBSI_00237655 

DB_PSI 00237655 
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I T " 1 - HBK Ffeted Income ltd I 

R e^mmeiwiation: ' 

'Vlte reoomnwnd appwaJ to issue the US$t. 078b RCU by DBAG C'^n®no’thTB6ffoW5no'ficimitrwri)ac0bo'n7ra'fnf«ip~artcl pl«sement of the 

sbucfejfBd finance cash flow CDO. HBK bears the crecBt risk wn the undertying portfoilo durfrig ttw term of the RCL, to Oie enters of {SBO-ftn). UrKfer 
ttte terms of the Risk Shartr^ AgreemerS, HBK wilt reimburse the Borrower ^ any losses resuRing from the sale of any poitMio assets (adjusted for 
mark-to^rket gains or losses on the associated hedges) up to S{80.9]m. Die warehouse net carry will not be paid to HBK until cfo^ and will be 
used to offset any losses resuMi^ bom the sale of any (»rtfoSo. 

The RCL will be repaid through die CDO note proceeds upon transaction close. Recommendation Is based on 
(1) DB's aUllty to termirate the ramp-up, If necassary, 

(8) OB wfit be closely monitorfog tte rarr^p (»ocess 

(SI) experienced investment maiuger performing asset seiecticn. 

Civ} this is HSiCs 8th CDO. ttieir S&i with D6 

(V) OB’S right of refosal on assetsfhedges prior to Inctusion In warehouse. 

(Vi) The CDO gfoi^ will be hedgfog any lan^Hip over SOOm w^h a S0% hedge ratio short of ABX BBS or BBB- fodices, and 
^rii) commitment by HBK to reimburse DB for any tosses up to ^BO.djm at the time of collatarai liquidation. OB shall earn LIBORH).30% on the 
warehouse loen during the warehouse period and sbucturtnflfptacement fees of approxlmatety $6.79mlliion, 

RIsks/Mitigants: 

Basltw^ mak The clostog of the CDO could be Impaired for reasons Inckidtoo: 

1 ) Adverse Market condRIons . such as martet disruption or spfeedwidertfng. This risk is mIBgated by 

(I) DB's right to terminate ramp-up upon adverse change In market conditions or to terminate the engagement letter at any time with ten 
days' noBoe. 

(II) high likelihood of CDO transadion eomi^etion given HBK commtment to purchase 100%ofBteCto8s E and Equity. 

CiQ ability to net Cffl fee inccmre to off-set Set^r Note spread widening and maintain Subordinated tntere^ returns suflicfent to dose 
transaction. Based on sensiBvity anaiy^, toe spread on the NcHes couM widen approx SO bps on average before toe equity returns are no 
longer markefeble. 

2} Deterioration- of the ramoed-up assets prevenUrtg toe portfofio to meet the rating agendes eUgibHRy guldettnes. Performance risk is iimiled 
considering 

C)fhBrequlrementth8lsiteast70%or88setsberaledBaa3orgr»a(er, (174moftherampupBoferisratedBa1 or Ba2 by Moody's. This 
constitutes 1 7.4% of Ihebansacfion size, or about 24% of the current ramp-up). 

(U) refetore d«»t term waretwuse fedllty and low rating migration rtsk of ABS, 

(Ui) none of the non-investment grade securitfes have been dowmgraded and all are of recent vintage, and 
(iv) DB's veto right to refose assetwhedges prior to Induston In warehouse. 

Oownsfde scenada Should the CDO fail to dose, or is downsized. HBK win red the sale of assets In toe ramp-up portfoSo and will bear first-ioss 
risk In toe losses incurred i^on such sale up to S8O.0m. In edcktiorv, all the carry on the collateral during ramp-up wfU be used to cover any 
losses should the CDO felts to dose ertd HBK fails to reimburse the Ekirrower. The net carry Is paid to HBK only at COO Ciostng after aU toe 
tosses, if any, have been paid. The net carry is expected be approx $(2]m. Note that the eerry Is not available to cover spread wiefening on the 
notes Exposise Rtek Management has calcdated maximum unwind exposure amount of approximaldy $(120) mn ([12}%PFE) on the SI tm 
warehouse If toe transaction faliato dose. I.a. I.Sxthe recourse we have on HBK. 

Flnanekl^Mglng risk. DB is currently, or wfit be after dostog of the CDO, a swap counterparty under the fofiowittg fadllties; 

- Long CDS (SSSOmn notional), as OB can ramp-up up to 65% of ^mtoetic ABS (l.e. CDO sells protection to DS); 

• Repurchase Obligations to hedge toe fbred rate assds. Fixed rate assets will be limited to 5% of the Transaction. During the warehouse 
period, cxposm to fixed rate assets will be hedged using a combtoation of eurodollar fotures, and shorted Agency securfiles. After toe CDO 
ebsing, DB wifi not need enter Ittto an Interest rate map with toe COO because toe notional of the fixed rate assets approximately equal the 
stze of the equity tranche. 

Periodic payments under the cash watsrfell are senior to AAA/Aaa rated Notes. To the extent that DB is rtot the sole defeuRlng or toe sob 
affected party, termination payments In case of an Event of Oofeult or a Termlnatlen Event (under the ISDA Master) will be paid to DB at least 
pari passu writh interest on AA/Aa2 rated Notes and senior to prindpal on AAA/Aaa rated Notes. No Supplemental Indenture which adversely 
affects the rightaand obligations of toe CDS Counterparty wU be effective wttiwut the prior consent of such counterparty. 

Dowmgrade provisions linked to OBSI's rating posdbly reqirirlng adton after a DBSI downgrade were approved by Treasury (see exhibit). 

Allowed mitigating actions ere to either (i) detrver coltaterat, (H) obtain a sdtable guarantee, or (ill) assign the raspective swap to a suitable 3rd 
party. 

OparaOonal / Managemerrt Risk. This is HBK’s eighth COO backed by structured product coteteral HBK Is a quafified investment 
manager/aponaor. with a strong track record to fixed income menagemern. HBKhasSIt.O bilibn in equity capital under management. Since its 
inception in 1991, HBK Frmd generated a compourKied annual return of 14.55%, net of ell fees and expenses. This Isa revotving CDO, there 
is a 0.30% senior management fee. simHer to Gemstone COO it. IV md V. KBlCs earlier CDOs are performing as expected, and the Portfotio 
Manager's experlenoe In managing simitar deals successfully Is indicative of expected in-line performance of Gemstone CDO V. 


C(W assessment: 

Wcaknesseg: 

• CoiKentrationonRMBSassct5(8S%/90%).ofw>uch Subprime 
borrowers represent (48%). 

- Relatively large bucket for non investment-grsde ABS (30%). 
However, it includes only ABS originally rated to such levd (no 
downgraded ABS). 

- The new CDO will be the eighth transaction originated by HBK, but 
one of the first structured with a revolving period. 

• Large bucket for long synthetic securities up to 100%. Recovery 

risk is mitigated by the “pay-as-you-go" structure. 


Strengtos: 

- Short ramp-up period of 4 months, that limit risks of spread widening 
ott toe CDO liabilities and rating migration on the assets. 

- Standard structure of toe warehcHise facility, fora HBK, a repeat 
CDO Manager (eighth CDO). 

- HBK guarantee up to $K).9 mm (vs Sl20 mm PFE), collateralized by 
toe cany on the underlying assets (approx S2 mn). 

- HBK is committed to buy the Equity and BB tranche of the COO, 
resulting in high likelihood of the CibOdosii^ as well as strong 
incentives to select good assets. 


CONFmENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 
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• Breakage ccsts for botf) the Credit default and interest rate swaps are 
pari passu with the AA interest and senior to the AAA principal 

— payments. — 

White large (i.e. SI bn), the wvehouse facility is relatively standard for an ABS CDO with a large budcet for non-inv't grade bonds. Business is 
hedging all exposure over SSOOm with a S0% hedge nitio Short of ABX BBB or BBB- indices. Netting of underwriting fees and 
reduction in equity returns protects against an average SO bps spread widening, whkdr is a significant cushion consideric^ttMt tin CDO is 
si^eduled to price during the first quarter 2007. 

No credit is given to the HBK recourse, given the hedge funds nature of the counterparty. 

Batch Strategy: Exposure is oonsistenl with the swuritization batch strategy. 

Signatures: 


Abhayad Kanut Siminv S«n Andrd-Loub CUfnot 

GlobaiCDOCronp/ Globa) CDO Gienp/ OtM-SEC / Director 

Vice Presldmt Assodido 


CXJNFTOEmiAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


3 

DBSI_00237657 

DB_PSL00237657 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00039 


Fmt 6602 


Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



36 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0788 


L Transaction Dascription / Fadltty Description 

-GemBtone-GDO-VH-hBsengaged-HBK-to manages $1-,07K}fBvoMf«caahltewCDO securtaaton ofa-p«^lio-ofprlm8rtly«MBSasset8-{tt» 

Ta^et F^fbtto*) with reinvestments in bwestment grade assets ortfy. F« me purpose of the transacflon is to leverage its ABS portfolio 

rather man to do an arMtrage transactton. 

Wv^ouse Facility: 

HBK as agent for the Blower pumjant to a interim Collateral Management Agreement wil! purchase the Target Portfolio mrrfog the vrarelwus'mg 
period. DB-issued RCl will finance me Bomnmr’s pimhase of the Target Portfolio during me rampHrp parted prior to cio^g. Every twnd 
(HTOhased into me warehouse fodHty wil tre subject to HBICs credit process artd OB wll have the ri^ of refosal on the assets and acewnpanying 
hedges prior to inclusion In the warehouse. Tlw Bortovrer wil! pay DB Cayman's LIBOR fundng costs ^us 0.30% on the portfolio during the 
warehouse pertod. 


E^lnated Trensaetton Tlmlno 
Ramp-up at pricing: 

Priefog: 

Cloang: 


60% 

Febnrary 2007 
3-4 weeks after prfoing 


the (TOceedsofmeCDO notes must besufRderrttorepayme foKamotmtofthe RCL and interest mer«rn to DB. In the event of a tolure to dose 
the CDO, HBK wil direct the sale of the Target Pormrlto to pay down me RCL. Urtoer the wrarehouse terms, HBK will ge! all the gains and wfH bear 
up to WO.mnofthe losses experienced on liquidation of me werehoused enteral. Hoyrever, all me carry on the colataral will be put in reserve 
mittog the rar^Kip to cover any losses should the CDO falls to dose. 

HBK and Gemstone COO Vii wil enter Into covenants that are standard for mis type of transaction. Ineluding that HBK and Gemstone CDO VII wIB 
prepare CDO offering documents contair^ng all required artd appropriate dtsdosurae. Alee. OBSl has the right not to fwoceed wfth ofering or 
me firrandng of me securities If there is any rrtateriat edvsrse change in 
0) me buslnera operafionsor Vandal eoncBtion of HBK, or 
(B) a materia! portion of the warehoused coRaterat, or 
(ill) any other reaeon, subject to ten days' nofice to HBK 

CDO Exit: 

Upon ck^g, Gemstone COO wIB issue CDO notes represendr^ an uniSvided Interest In the assets. The expected CDO capitof drudure Is 
shovm In Dmibft C. HBK wBI purchase 100% of the Class E (Bat/BB*) and the Equfty; the Equity is expected to be around 7.5% of total deal size. 
Indicative equity price is (59.6]% and we expect no discount for BB as of now. No mtnlimim tRR is guaranteed on me equity. 

The COO is smiolured as a revolving ‘cash flow" COO with a 3 yr reinvestrTred period wtm reinvestments only in iG assets. Gemstone COO Vtl viill 
be subject to OC tests ^sed on par value of assets) and interest coverage teds (beeed on current intereet). 

DB. as me lead manager, vrtli be reaponaiWe lor pladng me investmeitt grade notes ^r^e-A to trtpie-B). Given the earlier success wim HBiCs 
deals, DB is conftderri that the Notes will be pieced. The Cliss E and Equity has atready been committed to by HBK. the Manager, and mis 
aBgmnent of interest with the investors will help in the markebng process. 

Markering: 

This is the eighth etrudured product COO on which HBK irwestmentaisthe eoBaieral manager, an established manager In me COO market. HBK 
and DB are looking to get in and out of me deal quickly within the next months. Gemstone being practically ^itar to, but larger In scale man. 
C^mstone V. we sndci^te a very efficient transaction. 

The transaction markelino materials, portfolio disclosure, tmafceven defoult wialysis and other transaction inlonnatlon is expected to be made 
availaMe well wttNn the time frarrw and investor meetings and oonferenca cells will be anar^ged ae rreeded. 

The Clasa A Notes wiB be rated Aaa/AAA by Moody's and S4P end w«i be marketed to tradWonei COO Class A Note buyers, incfodlng CP 
eondulta, banks, high grade COOs end insuranoe companies. The Class 8. C and D Notes vrill be ofTereO to exftrtng ABS and CDO invostofs 
globalty. Please note that Class & end Equity have been committed by HBK 

®ven expetlenoed manager, quick ramp-up, BB end equity commitment by manager, vre are confident that all of the Notes will be folly subscribed. 
LiBCR Swaps: 

No interest rate swap Is expected on me Irartsaction since the exposure to the fixed rate assets win be approximately the same asthe equity 
trandie iht^mees. 

CredK default Swaps; 

The COO rMII sell pi^ection to 06. The Credit events under the Pay-as-you-go CDS win be standard conditions: 

(a) Failure to Pay Princ^l Vie scheduled termlnstlon date or final amortization date of the Reference Obligation}; 

(b) V\Wedovm (any form of writedown (except implied wrtledovmsj/eppSed lossfforgNenesafprineipol deffelerKy reeulting in a redueflon in the 
outstanding prirrcipal amount of the reference obTigation or e reduction of me current intereet psyeble on the reference obligation); 

(c) (^stressed Ratinga Downgrade (Caa2 or below by Moody's or CCC or below by S&P or FItoh); end 

If mere is a VFN, me amount of somatic COS mat exceeds me VFN wffl be tovested in GIC or simitar Instrument earning approximately LIBOR- 

( 0 . 063 %. 

fSOA Credit Terms: 

The swap counlerfarty will be e secured party under me Inderrture of CDO. &ed# terms ut>der the ISOA schedule ere expected to be as foliows: 

(a) cross deftiult wiB not app^ to either party. However, Event of Default under me indenturo is sn ATE (see below). 

(b) Bankruptcy definition (section 5(aXvii)) Is amended vrtm respect to the CDO so that B vriB be a termination event If the COO becomes 
unable to pay printipal or Interest on the Notes of the ControHng Cfass. 
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(c) AdtJtttonai Temiftiaiiofl Eveitsare: ~ 

(1} Redemption of ail the COO Notes, 

Event of DeteuB tmdef indenteire (after COO dosing), 

(^ Cancellation Date or Everft oTO^i^ under Credit Agreemant'(pdor to COO dosing)^ 

Amendment of Indenhrre w Credtt Agreement v^hout OB consent, 

(y) Terrmnebon of Trenaciion pursuarrt to tndentwe (eppEes ntly to the alTecfed transaction) 

{d} Charge of manager is rot a termnadm event, as it governed toy the irtdanture. 

The swap wffl be sudect to downgrade provlslcms requiring DBNY to deflver collaterat upon a dovmgrade (as awtroved by Treasury). 

II. DBReMtonshlp: 

OB ^ent since 1^, HBK is important to Globa! Markets. Over time, 06 has become one of HBICs latest trading counter^rties. ^art ftom 06, 
toey maintoin prime brokers^ accounts at odter investment banks. As ptaeament agent Ik the (temstone COO Vit transaction, DB wU generate 
^8.8] rdOiw) in placement fees In eonnectton toerevdth. HBK is tacely to repeal the issuance of this type of transaction In me ftfture and DB shodd 
have a chance to benefit frwn additional struduimg. pbcwnent aito undetwrWna a««ktnmei>(s. 

III. Expected Coiiai«al Descrif^mm / Assessment: 

The itorttoiio nfil consid of a diverdSed p(»l of prhnsrUy investment grade asset backed securtoes. The collateral comp^ predominandy of 
floating rde assets. Anticipated pool composition to as fellows. Assets are sourced from market or oth«^ HBKFimds. Assets are acquved sul^ 
to 06 ap^val of asset as well as f^toe of acquisition. 
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The portfolio will be mtstly comprised of real estate related securttles (*^3% todudltx) CMBB). The remaining wU be comprised of consunter ASS 
and CDOs. No Corporate CDOsere anticipated. There wtlj be no tOs or NiMs In me transaction. This portfoio wIS be revoking. 


Due to the ooncentradon In real estate assets, the portfolio wIV have retattvdy la^ exposure on mortgage servicers. Expected servicer 
concentrations are as follows: 

15% or more allowance for (2] 

7.5% to 19% allowance for (5] 
less than 7.5% remaining 

The servicer stratification is expected to be like that in Gemstone V: most servicera are expected to be at 7.5% or leas, each, with the exception 
within their respective limits, 

IV. Sportsor / Servicer Detcrlpden and Assesament: 

HBKwISaet as the collateral manager of the COO. HBKIsanlnvestmerftRumagemenlflrmset up Ir^ October 1991 vrtth approximately $11 .ObIBion 
in equity capital under management. H8K employees over 260 Individuals in five officee around the world. Their main oITtce is in Dallas, Texas, and 
they maintain subsidiary offices In New York, Urtdon, Hong Kong and Tokyo. From inception through September, 2006, HBK Fund generated a 
cwnpounded annual return of 1 4.55%, net of all fees end expenses. 


Performance of the 4 COO {xeviousty underwritten by OB: 


Sandstone COO 

CotloSeni] QuAlity Tesi* 

Test Level 

At Closing 

Aa or9/?9A)6* 

m 

Weif^Ued Avora^ 

2.87% 

2.90% 

2.78% 

F 

Weif^ited Average Coupon 

S.27% 

3.3 1% 

5.85% 

P 

Diveraity Score 

11.0 

n.9 

tJ.5 

P 

Moody’i WARF <170 

* Note; Sandstone closed Jime ^XM 

446 

426 

P 

Gemstone CDO 11 

Collaiera} Quality Tests 

Test Level 

At Cloting 

Asof9;29/06» 

P/F 

Wet^ted Avenge Spread 

2.12% 

2.16% 

2.18% 

P 

Wei^ted Avmse Couoon 

S.<M% 

5.J5% 

5.56% 

P 
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Mood/B WAItF 664 646 

* Note: Gemstone CDO II closed May 2005 

646 

P 



Qonstone CDO IV 







ColUleral Quality Teas 

Test Level 

Al Closing 

As of 9/29106* 

P/F 



Weighted Avmge Siaeid 

1.81% 

1.88% 

t.8S% 

P 



Weiebted Averas^ Coupoi 

S.21% 

5.31% 

5.27% 

P 



Moody’s WARF 

659 

646 

647 

P 



* Note: Gem^ne COO IV closed January 2006 





Gemstone CDO V 







CdbOeni Quality Tests 

Test Level 

AtCItming 

Aa of 9/29/06* 

Pff 



Weighted Avenge Spread 

1.80% 

1.90% 

1.90% 

P 



Weig^ited Average Coupon 

4.82% 

5.02% 

5.00% 

P 



Moody’s WARF 

626 

609 

609 

P 



* Note: Gemstorte CDO V closed May 2008 






V. S«nsM{>4ty Analysis: 

Exposure Mans^ment has analyzed a potential exposure to loss on the Inventwy of bonds should the transacbon hiil to <^.088 as (1 2)% of the 
Target Portfolio THs PFE Is conservative and about [1 .5> Ngher then die guarantee provided by H8K. 

^>read widening on the COO Notes (v^hout assuming spread widecving on the unrtoilying collateral) of up to 50 bps caiv be absorbed by: 

ITie ^6.8] miliion i^ftont fee due to DB as placement and structurfrtg agent 

The I 0.30% ^ad on the lamped-up portfolio, wttich may generate approximately ${0.4) mn of additional revenue over an average of half 
the warehouse period of 4 months 

• A reduction of the expected return on equity from about (45)% down to {30|%, before HBKmay lose Its incentive to do the bansacdon. 
Asajmlnqan EouSy price of fg.e{%^^ foUowIn^bthe I RRjb^. T he B^^grtca Is aa^ ed far mo^lno purp^ s to be [iro .^ ^% ^ 

I — ^ -i ^ny ' I Sm ' °»S ' — Sm 4^ sfSt ' mi5 


Gwnstorre Vlt CDO 




Size 




Chanoee 

Class An1 

AAA 

S890.68 

5J0 

0.260% 

0.42% 

0,17% 

Class A-2 

AAA 

8107.88 

7.00 

0.430% 

0.73% 

0.30% 

Class B 

AA 

$68.03 

7.30 

0.600% 

1.02% 

0.42% 

Class C 

A 

S48.54 

7.30 

1.600% 

2,71% 

1,11% 

Class 0 

BBB 

184.71 

7.30 

3.750% 

6.36% 

2.61% 

Class E 

864^ 

$23.73 

8.00 

6.500% 

11,02% 

4.52% 


NR 

838 J3 

8.00 

45.000% 

30.00% 

•15.00% 

ToM/Ava 

*- i» 

1.0S2.66 

6.0 

0.73% 

1.23% 

0.506% 

Structurirtg Fees 

6.85% 

$6,786 


Cudtterr” 

$24.23 

(80.00) 

RempAjp carry 

0.30% 

80.41 

0.33 

Break-Even Mulflpllto^’ 

1.70* 


(1) Irntfieo rating «( (he CadRy S me WAAF o< the COO tiafidtin (using 'S-" tor tnatod equity). 

(3) Artttrsge Cusrtton • atruetuing rew 4 cBmpupcwry * PVorieducSentnRM 

(3) Stress feeur spplM to (he ^xied of each tranche «( the capW aavetuiv, resuBing itt a tO ousNorv. 


VI. Summary / Conclusion; - - 

Approval of ramp-up feditty is recommended on the basle of the ahort4enn flnandr^, the diversity of the portfolio, the large portion of Investment 
flfsde quality of the eoHstersis. and the relatively good accepttrtce of the Investment manager by the meilret (eighth CDO). 
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EXHIBIT A: Risk Score Sheet 


CDO Score Sheet - Version 4.3 - i.iey. 


Cratlit OfRew: 

Oats: 1 i 

Borrawen Name 4 Country |ae«M«we:ya..::.:.. 

FunifingBHwficiaryfSPV: Name 4 Country 

Typc<s)ofFacil)ly; |wimneaei.ticany 

Asset Type: 

CDO Type: tcatnex.. J I 

CDO J^rpose: l*rtiwQ»: :' ^ 

Purpose of Finntcing PaMeewe .i \ . t 

tnWalsize 4curmcyofassetportf^o: *" t:" ’:- ’ :'-t'jioppBD ••• 


btM^ size of exposure 4 currency "»* li'ii-.:-" iiam^ uso 

PFE for dertvattves 

Trustee I Custodian : Name 4 Country iQeuaattBititrniB 



A»!le»BUHnSS»tW«L: I : iRO^ irt 




A PortfoOa Mwiaoor Rsk 

-=7»=5- 


hehunk/rtl 

unViOMi/M 


1 Kama. CourtfryaRptlnotlrtemalorexterren 

«lf»MSntLP 


JrMStMe' 

I' ••fflBB-'-'” 

2 Total Asaals under maraiaarreft 






9 Enerierce ki teecnc asset daw (nirrber of COOu neneoed) 






4 Perionrance cf eMKro tmaettiona 






S Quality of nanaoemsn svatemi. rsoutstlen 


.... 




■ Asset Portfdie Risk 








• 


■ ■■■■■: 

X 




9 Reodwv Paftermanee of asset emas 






to For Ramouo ficllKiea: Tine to COO ctoaurt 


■ . X ■ ■ 




C ttouclural RMts and Wsk Mttaaiea 



11 i.aea/DetaiiRooi>anMeflro4dadSva«dierfianecmart 




1 2 la Ml! tSuduit ol FuidUs Benenciw Mnimixcy remote? 

YM 


IS Oyeiiil doeumersettonitandardi 


'••'■■I 

14 Hedoino of Irtensi and F/x RiM 



IS ReveMno Ssudure 

9Mb\ -.'I 


IS etotoety Otarta / Invsstmert CukMnea 

■ Ttanf; 


17 ERaelivenesa of MomtoneeTrlam. Teats. Cd««ntr<s 


.x.r ..H:....-..::..- ^ 


Cao/tunm • • tcakaiiatad PDRatinia' ‘ I 

W f M » Qo-Uf wseWbfl 00 UiHeH Se«^ ' - J.. „ 

lOutMotlfta: if use explanation In •cetrwnenb* box, I ' . : 1 

■ L, V .t’i; I • [ iPinii PDHabno I iBBB* { 


I -eOteo# I 
■ i 


.-i-ui .j, L ■iff]'.- ifi 'j.i’idi 


1 . .1 ,1 

1 1 ' ' ' 



fj» 'r '1 I-'..'.' ri-,'..- '•Iv'J-, 


1 ReOngiinaeMuMlenlet. 1 UUtS* I 

21 OopunienMienAMaltASnclMimdtm) 1 


1 I I 1 


BTWrdPsrtv Support 


g Nsmt. COtrtiy. Iisomil R^na (or suppenaig ertUvl 


28 Voluirp ef Wid paily eupport 


_JU80 



CXDNFTOENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSI 00237662 

DB„PSL00237662 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00044 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




41 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0793 

EXHIBIT B 
Portfolio Temns 


EXPECTED PORTFQUO TERMS 


Key Figures- Expected Umit 

% min Investment Grade 72% / 87% 70% 

Moody's We^hted Average RsGno Factor 662 682 

Min Moody's Coirelaiirm Factor 22.76% 24.26% 

WelgMed Average Life 4.6 years 5.0 years 

VifeIgMed Average Coupon (fixed ootater^ 5.33% 5.16% 

Weighted Average Spread (floatir^ cottsteral) 2.28% 2.13% 

%rrflnRM8S/CMBS 90% ^% 

Dteeratloraiy Sates fi/a 20% 

% max Fixed rale assets 6.1% 10% 
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EXHIBIT C 


Expected Capital Structure 


Summary Details of Expected Capital Sfructure 
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ExhMMtD 


Collateral flftanqer Information 

SMiUBl 


> KSK l^^vestTSfils LP ("HtiK'Hsantrvestn'snimansgane^tSnnlQuiKSedinOctobK iSSi 'Mth 
GQLHly msDageinGnt cf appnrzimaiary SI i blEwt. HSKi sHL-o^reo ^juioc team msisaes 

SS.Cbfiioninsir^t^odCnBncesccbrttiGa. ;nctudingSS.Cbftior)et'«lft.-ctMad9it<l-jaC(}Oa caa! 

jww s> aooefw 

■ H8K'ama‘inofr^iainOaflaa. T«;eea- vi^lh brsrx^ a-’^daubaUiary aaSst^&iNewVsnt.Uyidein. Hc-g 
KongsinJtakyo 

• K8K erxfivji 275 ir-divt<f-j3ls <n fi» f.ve oHiCda 

• HBK’s sensor mannQBman! (earn has beta working iogathe/ smea )304 

• rne tirm s;nvcs :C pr3<^ s^ipcrisr risk-^jt;^ rates o* totum rceevoiv kM' vo(tf Stty orvi rela;v^>‘ 

ia*! oorrelaiicn » mesi mfijor marist inc&ces 

•' jSv'.'susTsg arW.regiE ^portun^ies from prises i^Mon reiatK sGCJhlies 

- ‘muHt-straiesv' ai^rosch vrsih a si^<;a(99or«a;>onof fiithet 'iRaritt: steul'tf' 'abaohite neAun’ 

■ From ^piion IhrcK^ SopiembN. 2003. H8K8e;wraie4ac&TipoundC'<!onnjvreiiSffls<’14.SS^.nEst 
ol o« foQS and cs^enacs and assom'S^ rcsrwcstirsrt aii^ diss^-tionaP'’^ 

posrt?«r^rra ^ every c9n8>cc.iiiiye 12'mon^ p&'od in its hislory 

■ K8K curienHy manapos seven AJiS CUOs 

■' CUCs osa larn'financEnp source, r^. as a iee^pansratian atbrtrejc vc-hicie 
•■' p(>>lorman<«sv3pshoiso*prtorCDOsa?epr&MO(i-nS<KMn2 

- sH jv-nio' tranches of SandaioneCDO. H&tCstts* ABSCDO. era curreriiiycn upgrade MOKb by 
Sva!>3aTd S Poor's & MootJy's 


CtOteiU Um*9" OwiXv -HftK liw 


r 

Business Units 


HBK Investments L.P. 
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.s^ tt i w t.Wviwyfdflppa^ywiHnei^ 
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CaBaiw:* MABBsar Owf^gw - HBK Inwsatwn LP. S*ct»a*1 ® 

Structured Products. eroup... 


• HBKs Str^.orod Protfucis Ofoup:sone o' loading pw^>^ser9alw)or'9'^'n’’^vesit»sk^ credit 
ssnsiavo matga^es 

•- »5e g.- 0 i»p is wsponsibfe fef jr?>nogir.g ihe slfuctufw: p*wiw» pcrtloKo, t'lcfcjSflS RMBS amf ABS, a 
componett in HBK's ovwia: slrsrtegy anca 2002 


■ KBK s tigress model iocuses w derfwing ?elums itfun ^ty and hoW inccow /cvonoa in^ersd o? shcr!- 
term fracKng 


K k 8K‘9 invesim&nt modoi uivixes prtqsnatary delabit^ Pfi^y. and scvettty loan ievt^ models to make 
invostms!^ in fosidenSial morkci 


» CDO pfogram pfSMdes lons^tsrm ccir-milted 5«ancir^ to HBK 


■ HBKhasfsta:^ 100% the couftytcm CDO Uanseatensfesutting in strong alifinmcotoflPtoresss 

bslween mBK arw investors 


tummt Bopgw Owrdnr - wac Itwanwil LS. 

Structured Products Portfolio 


• KMBS^ASS hsve been acompolWfiie HBKs ovcrraiisiTelssiy since 3002 HBKnanegwa sloiciurec 
(troducts con«a»o( acHHOxitnatcly SS.C niton. inctjCirtg S3.6 biton cf sVMChjttd ptocacl CttOs''^ 

• HBK Wiews a ftuv'and-hoa strs^iv *« its ABS in’rtst'Pe>«; HBK heegss ti>c Mtatesi mit exposure 
and rCRKhS the oodH expotum cf m ABS pcn«r >0 

■ Curranf^. t^er* vs only three covvngnidss<‘> in HBK s ABS pomain 

*MW Type Rtang*^ 
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Exhibit E 

Exposure Management Report 


Weilong Li/NewYork/DBNA/DeuBa 
12/08/2006 08:35 PM 

TO 

Chehao Lu/NewYork/DBNA/DeuBa®DBAmerica8 
cc 

Raquel Ajona/db/dbcom»DBAmericas, Sourav 
Sen/NewYork/DBNA/PeuBa®DBAmerica 0 , Sa j jad 

Cheema/NewYork/DBNA/DeuBa®DBAmericaa , Tradelog NY/db/dbcom0DBAmericas 

Stibject 

Re: G7 - PFES 


Hi Chehao, 

Given the current BBB/BBB- spread widening environment, housing price 
downward trend, and increase in defaults and delinqencies, we calculated 2.5 month - 
VAR of the warehouse facility as 12% (this is a bit more conservative compared to 10% 
for earlier deals) 

based on the following assun^tions: 

1. The pricing of the warehouse occurs at least monthly, and the liquidation period 
is 4S days. If the price of the portfolio drops below par, DB would trigger the 
liquidation. 

2. For BBB/BBB- rated RMBS, we assumed 200 bps move of credit spread over 
this period. 

3. We also included default losses over this period which is around 1.5%. 

The PFE is 23% for the PAUG CDS reached around year 3. DB is exposed to credit spread 
widening of the ABS securities. He have stressed 6BB- spread to 900 bps level and 
BBB to 450 bps level. 

The PPB for the interest, rate swap is 1.2 KM reached in year 2. DB is 
exposed to rate decrease. 

Please let me )uiow if you have any questions. 

Regards , 

William 


Weilong (William) Li 
Exposure Management 
Deutsche Bank AG. 

60 Wall Street 
New York, NY 10005 

212-250-7998 
weilong . 1 i®db . com 


chehao Lu/NewYork/DBNA/DeuBa 
12/05/2006 06:49 PM 
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Footnote Exhibits - Page 0798 

To 

Weilong Li/NewYork/D8NA/DeuBa®DBAinericaa. Raquel Ajona/db/dbcomSDBAmericas 


sourav . sen®db . com 

Subject 

G7 - PFES 


Wi 1 1 i am/Raquel , 


please see below for the revised CA, 

{attachment "Gemstone VII CA 12.0S.QS (Increase) .doc* deleted by Weilong 
Li/NewYork/DBNA/DeuBa] 


Beginning Date 
2/18/2007 
5/18/2007 
8/18/2007 
11/18/2007 
2/18/2008 
5/18/2008 
8/18/2008 
11/18/2008 
2/18/2009 
5/18/2009 
8/18/2009 
11/18/2009 
2/18/2010 
S/18/2Q10 
8/18/2010 
11/18/2010 


Ending Date 

Swap Hotional 

5/18/2007 

35.250,000 

8/18/2007 

35.250,000 

11/18/2007 

35,250,000 

2/18/2008 

35,250.000 

5/18/2008 

35,250,000 

8/18/2008 

35,250,000 

11/18/2008 

35,250,000 

2/18/2009 

35,250,000 

5/18/2009 

33,210,744 

8/18/2009 

32,628,099 

11/18/2009 

32.482,428 

2/18/2010 

21,120,868 

5/18/2010 

11,798,554 

8/18/2010 

6.011,364 

11/18/2010 

2,621,901 

2/18/2011 

0 


thanks , 
Che 


Che Lu 

Global CDO Group 

Deutsche Bank Securities Inc. 

212-250<7.e01 


Weilong 

U/(«ewYori(n}BNA(DeuBa 
10/23/2006 06:08 PM 


An<jre>Lout8 Oe(not/N8wYoflc/DBNA/DeuBa@DBAmehcas, 
Chehso Lu/NewYorK/OBNA/DeuB8@DBAmeric8s 
Raqu^/^na/db/dbcom@DBAmericas, Tfsdelog 
“ NY/db/dbcomeOBAmertcas 
Subbed Gemstone CDO VII • Credit AppHcation'’' 


Hi Andre-Louis, 

■nie 2.5 mortjfi VAR of the warehouse facility is 10% based on the following assumptions: 

1. The pridng of the warehouse occurs at least monthly, and the liquidation period is 45 days. If the price 
of the portfolio drops below par, DB would trigger the liquidation. 

2. For BBB rated RMBS, we assumed 1 50 bps to 200 bps move of credit spread over this period. 

3. We also included default fosses over this period which is around 1.5%. 

14 
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Tfte PFE of PAUG credit swap is around 21% reached anHind year 3. DB 0799 

undeilyings. 


For the repuixStase margin line, it is 4.5Wfnh6 securS^Tre an 30 year treasunes, and 4%~for the rest of the 
treasuries and agendes. 

Please let me Imow if you have any questions. 


Regards, 

William 


Weiiong (VWIIiam) Li 
Exposure Management 
Deutsche Bank AG. 

60 Wall Street 
New York, NY 10005 

212-250-7998 

weilong.n@db.com 


(D- 

Notesy//85256B870061 7DBC/38D46BF5E8F08834852564B5001 29B2C/590S974E264849E98525721 0006E7320 
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Exhibit F 

Treasury Approval of Dovmgrade Collateralization 
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EXHIBIT G 

Highly Confident Memo 


To O^dltRiskMaiu^meDtiNy 

Wrom Glol^j CDO Group 

Snbject Gemstone CDO VU- Structured Product COO 

Date Oeceinber 20, 2006 


This memorandum outUoes our views oo tin avaiiabdity of die capital marksts for HBK Investments LP.’s eiglnb 

stnumired induct CDO, Oem^om; QX) Vn C'GemsttHie CDO Vin, to finance Ok proposed $1.1 bilUon ABS/CMBS/^BS 
warehouse facility (die *Tadlity^ tbroi^h the term CDO martet. 

The Facdity vnll be used to purchase a portfolio of RMBS and ABS. The Target Pwtfolio wUJ be sheeted by HBK subject to 
rating ageitey limitations and odter con^raints, such as collateral quality tests limiting asset concentration by asset class, by 
servicer ratings, by cr«ht ratings and by geographic domicile. 

The Global CDO Grotq» suctess&lly executed four HBK CDOs in the past Sandstone COO ckuied in 2004, Gunstoru CDO □ 
closed in May 2(K1S, GetnstDae IV closed in January 2006 and Gemstone V closed in May 2006. 

HBK is an CTqmieaced stmetumd product collateral manager, oarently managing seven ABS CDOs and can si^essfuiiy issue 
aimther ABS CDO tranuiction in the course of the coming months. 


We are highly confident that the Facitity will be taken out through the term CDO capital markets wittin the next 3-4 
months. This Is rapported by (be following: 


■ The successful execution of Sandstone CDO in 2004, Gemstone CDO H (closed in May 2005), Gemstone CDO IV 
(closed in January 2(Ki6) and Gemstone CDO V (closed in May 2006). HBK has also executed Gemstone CDO I, 
m and VI widi Lehman. 

■ Deutsche Bank will get a conunitmem from HBK 100% of the Class E and Equity issued by Gemstone CDO 

VIL 

■ The CDO's characteristics and investment guidelines are expected to be abnost identical (o HBK’s recently- 
structured product CD 0 transaction that closed in May 2006 and was underwritten by DB . 

■ Transaction is a core source of financing HBK's biutness, and HBK, as an hivestnsnt naisager, is committed to 

die transactions as evidenced by HBK’s purchase of 100% of Equity in its past DB-underwritten CDOs - 
Sandstone CDO, Oemstone CDO H, Gemstone GOO IV and Gemstone CDO V. 

■ Ability to use some or all of die Deutsche Bank fee income to offset Senior Note spread widening and maintam 
Subordioated Inteioos returns sufficient to close transaction 

DBSI will act as Structuring Agent and Lead Manager for Gerastoge CDO VII and plans to bring it to market in March 2007. 


Mtobael Heiz% Michael Lamont 

Managing Director 'Managing Director 

Global CDO Group Global CDO Group 
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GEMSTONE COO VII CDO LTD. 

March 15 2007 


Page 1 

GEMSTONE CDO VII CDO Ltd. (the 

"Issuer") 



CLOSING 

MEMORANDUM 



TO: 

Brian Guerra 

Tel: 212.474.7370 

Fax: 212.468.5246 



Bruce Vanmeter 

Tel: 212.2502515 

Fax: 212.469.2^ 



Jason Lowry 

Tel: 212.586.5165 

Fax; 212.446.1959 



Eric Martel 

Tel: 214.758.6368 

Fax: 214.979.8368 



Kevin Jenks 

Tel; 212.588.7895 

Fax: 212.446.1959 



Marco Lukesch 

Tel: 212.588.5112 

Fax: 212.446.1959 



Rachel Wish 

Tel: 212.588.7889 

Fax; 212.446.1959 



Peter Luebke 

Tel: 212.250.6099 

Fax: 212.468.5246 



Stephen T Messier 

Tel: 714.247.6294 

Fax: 714.247.6475 



Susan Anderson 

Tel: 714.247.6411 

Fax: 714.247.6269 

.T.:....., 

CC: 

Richard R Kim 

Tel: 212250.3553 

Fax: 732.5782890 

; 5 

FROM: 

Abhayad Kamat 

Sourav Sen 

Tel: 212.250.0526 

Tel: 212.250.0871 

Fax: 732.5782890 

Fax: 732.5782890 



Che Lu 

Tel; 212250.7801 

Fax: 732.5782890 


CLOSING DATE: 

March 15, 2007 




CLOSING 

LOCATION: 

Allen & Overy LLP 

1221 Avenue of the Americas, 21st Floor 

New York, NY 10020 
(646) 344-6544 phone 


id 

\' r-'l/ 

TRANSACTION: 

Gemstone COO VII Ltd. 



” > 1 



CUENT; 

HBK Investments L.P. 




COLLATERAL: 

structured Product Collateralized Debt OW^atlon 


' 1 


ISSUE: 

$244,000,000 

3m LIBOR + 0.21% 


$400,000,000 

3m LIBOR + 0,35% 


$159,000,000 

3m LIBOR +0.47% 


$96,900,000 

3m LIBOR + 0.68% 


$68,300,000 

3m LIBOR + 2.25% 


$55,100,000 

3m LIBOR +4.75% 


$18,700,000 

3m LIBOR + 6.25% 


$59,500,000 

N/A 

TOTAL: 

$1,101,500,000 



Class A-1a Floating Rate Notes ' 

Class A-1b Floating Rate Notes 
Class A-2 Fioating Rate Notes 

Class 6 Floating Rate Notes { sl j 

Class C Floating Rate Deferrable Interest Notes - ' ' 

Class D Floating Rate Deferrable interest Notes ^ 

Class E Floating Rate Deferrable interest Notes - ' ) 

Preference Shares •'s. 

^ 

''O,/ 



Deutsche Bank 


IZI 


Permanent Subcommittee on Investigations 


Wall Street <£ The Financial Crisis 
Report Footnote #1266 



DBSLOO 133536 
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GEMSTONE CDO VII CDO LTD. 

March 15 2(X)7 


REG S: 


Issuer GEMSTONE CDO VH LTD /GEMSTONE CDO CORP 


CUSiP 

G37903AA2 

G37903AG9 

G37903AB0 

G37903AC8 

G379O3/08 

G37903AE4 

G37903AF1 


ISIN 

USG37903AA26 

USG37903AG95 

USG37803AB08 

USG37903AC81 

USG37903AD64 

USG37903/^48 

USG37903AF13 


}SBU« Descrtrtion 
Class A-la Floating Rate Notes 
Class A>1b Floating Rate Notes 
Class A-2 Floating Rate Not» 

Class B Ftoating Rate Notes 
Class C Boating Rate DeferraUe tnte'est Notes 
Class D Floating Rate Deferrable interest Notes 
Class E Boating Rate Deferrable Interest Notes 


Matufttv 

12 December 2045 
12 December 2045 
12 December 2045 
12 December 2045 
12 December 2045 
12 December 2045 
12 December 2045 


144A: 


Issuer GEMSTONE CDO Vil LTD / GEMSTONE CDO VII CORP 
CUStP \sm Issue Description 


Maturity 


36868VAA4 

36888VAG1 

36868VAB2 

36868VAC0 

36868VAD8 

36B68VAE6 

36868VAF3 


US38e68VAA44 

US36868VAG14 

US3686eVAB27 

US36ffi8VAC00 

US36868VA082 

U53686BVAE6S 

US36868VAF31 


Class A-la Boating Rate Notes 

Class A-lb Boating Rate Notes 

Class A-2 Boating Rate Notes 

Class 6 Floating Rate Notes 

Class C Boating Rate Deferrable Interest Notes 

Class 0 Boating Rate Deferrable Interest Notes 

Class E Boating Rate Deferrable Interest Notes 


12 December 2045 
12 December 2045 
12 December 2045 
12 December 2045 
12 December 2)45 
12 December 2045 
12 December 2045 


SOURCES OF FUNDS 

Calculation of Issuance Proceeds 



Notional Amount 

issuance Price 

Issuance Proceed 

Class A-1a 

$244,000,000 

100.0000000% 

$244,000,000 

Class A-lb 

$400,000,000 

100.0000000% 

$400,000,000 

Class A-2 

$159,000,000 

100.0000000% 

$159,000,000 

Class B 

$96,900,000 

100.0000000% 

$96,900,000 

Class C 

$66,300,000 

100.0000000% 

$68,300,000 

Class D 

$55,100,000 

100.0000000% 

$55,100,000 

Class £ 

$18,700,000 

100.0000000% 

$18,700,000 

Preference Shares 

$59,500,000 

53.0617068% 

$31,571,716 

TOTAL: 

$1,101,500,000 


$1,073,571,716 


Deutsche Bank 
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GEMSTONE CDO VI! coo LTD. 

March 15 2007 

Pages " ' 


DETAIL OF WIRE REMITTANCES ON CLOSING DATE 


t. Detail of Wire Initiated bv HBK 


HBK VWre 1 : to Trustee 

• Purchase of titePref Shares 


Pref Shares Price . 

ir^nus Warehouse Carry and Hedge Gains 
Total 


S 31.571.715.55 
$ f6.402.985.19^ 
$ 25.168,730.36 


Wre Sender* 
Payat^e to: 
tn toe Amount of 


HBK Master Fund UP ' 
Deutsche Bank Securities Inc. 


$25,168,730.36 


(A) 


VMre In^oidionB: 


Deutsche Bank Tr ust Co /Vneitca 

Bene Name: NYLTD F unds Cor^ol Stars west 
Bene Acct 

Ref GEMSTONE Vli COO 
Atot Susan Anderson 


Redacted by the PermaMot 

Sebconnittccon lRv««igi^«M 


Deutsche Bank I 
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GEMSTONE CDO VH CDO LTD. 

M^h15 2007 _ 

'-page 4 ' " 

Note Proceeds to DB 

Note Par $1 .042,000.000.00 

MINUS: Discount $ (3.390,856.80) 

MINUS: DB underwrtyng fee $ (4.792.792.70) 

$1,033,816,350.50 


H. Detaii of Wires initiated bv Deutsche Bank Securities Inc. 


DBSI Wire l! to DBAG Cavman 

• To pay off net outstanding warehouse loan and unpaid interest: 


Wire Sender Deutsche Bank SecuriSes Inc. 

PayaUe to: Deutsdie Bank AG Cayman Islands Branch 

In the Amount of: $432,763,967.21 

Wre Instrucfiww: Deutoche Bank Trust Company Amencas. NY 


Accl Na me: FFC O B Loan Operations 

Acct#^|HIM 

A«A Name: Gemstone COO VII 


— — Redacted by the PemaneBt 

Subcomwittee on InvMigatisiit 


DBSt Wire 2; to Trustee 

• Remaining Portion of Proceeds from Sale of Notes MINUS outstanding warehouse loan and unpaid interest 


Wire Sender 
PayaUe to; 

In toe ^ount of: 

Wire Instructions; 


Deutsche Bank Securities Ino 
GEMSTONE CDO Vll CDO LTD. 

$601,052,383.29 

Deutsche Bank Trust Co Amenca 

Bene Name; N VLTD Fun ds Control - Stars West 
Bene Acct # MIHHV 

Ret GEMSTONE Vll CDO 
Attn; Susan Anderson 


...(B) 


CDO CLOSING CAN BE COMPLETED AFTER REMITTANCE OF ABOVE WIRES 


Deutsche Bank 
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GEMSTONE COO V!l COO LTD. 

March 15 2007 _ 

Trustee Details 

Cash Account with CDO Trustee $19,143,^8.79 (C) 

Total Amount Received bv the Trustee 

Wire from HBK (A) $25,168,730.36 

Wire from DBSI (B) $601,052,383.29 

Cash Account CDO Trustee (C) $19,143,328.79 

Total Amount Available with Trustee $645,364,442.44 


Transfers initiated bv Trustee 

Deposit to SynUietic Security Collateral Account $614,827,780^20 

(piease wire to GE Funding Capital Market) 

Deposit to Uninvested Proceeds and E^^nse Account $30,536,662.24 


Deposit to Uninvested Proceeds and Expense Account 
Expense Account 

Uninvested Proceeds for settling trades 


Details 

$1,856,662.24 

$28,680,000.00 


Trustee Wine; to GE Funding Capital Market 

• Inidal Deposit of $614,827,780.20 to tfie initial Investment Agreement (GiC) 


\Mra Sender Oeutscfte Sank Trust Co America 
Payable to: GE Funding Capital Market 

In the Amount of. $614,827,780.20 

Wre Inatoiclions: TO: Deutsche Sank Trust Company Americas 
New York, New York 
ABA NUMBER; VMIMP 

FORGE CAPITAL CORP. 

ACCOUNT NUMBERflHMHP 
REFERENCE; GE FUNDING CMSVBBMi 




Note: 

At Closing, the Aggregate Principal Balance of all Redged Collateral Debt Securities plus the cash in the Synthetic 
Security Collateral Account should be equal to at least $1,100,000,000. 


Deutsche Bank 


13 
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GEMSTONE CDO Vli coo ltd: 

March 15 200 7 
Pages 


Approved by: 
Name: 



^proved by: 
Name: 



Deutsdie Bank Securities tnc. 


Deutsche Bank 


IZI 
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-• — - Greg — : Mdissa-Oddsmith/NewYork/DBNA/DcuB^DBAmericas- 

Lippmann^DBAMERICAS^- 

Subject: Re; 

07/14/2006 04:06 PM 

I run secondary trades for all abs globally so not the structuring and purchasing of raw whole loans. But all 
trading post seoiridzation in us and ^rope and all other types of abs- credit cards autos etc etc. I also run all 
cdo trading — abs backed, corporate, hy and emwging majicet. Also bespoke abs spoke aka "^s correlatiOTi". 
Lastly I am head of risk management for all new issue cdos so am involved in underwriting, structuring , 
marketing and hed^ng our wharehouse risk for new issuuecd(». Total reports rou^y 15 in us and 10 in 
london. That enough? 


Sent from my BlackBerry Handheld. 
‘^Meli^a Goldsmith 


From: Melissa Goldsmith 
Sent: 07/14/2006 03:23 PM 
To: Greg Lippniann 
Subjfect: Re: 

actually so i can explain who you are properly to him, you are the head of the trading desk of all abs subprime 
prcKiuct as well 

as secondary cdo's? or how do you describe your job. also, how involved are you in structuring cdo's of 
subprime: 

Jordan said ycHi do that oh your desk for bespoke pools but it’s done on anodier desk for generic subprime? 
sorry to be so annoying but i'd rather describe you accurrately than make something up. 

'®'Cheg Lippmann/NewYork/DBNA/DeuBa 


Greg -Melissa 

LIppmaRii/NewYork/DBNA/DeuBa ‘®Goldsmith/NewYork/DBNA/DeuBa@DBAmericas 

ec 

07/i 4/2006 03; 1 8 PM SubjeclRe: 

Sure. Should be in at 7 


Sent from my BlackBerry Handheld, 
'•'Melissa Goldsmith 


From: Melissa Goldsmith 
S«nt: 07/14/2006 02:55 PM 
To: Greg Lippmann 
Subjeict: Re: 

no-no worries! i left a voice message for him on his cell and haven't heard back, i'd imagine it's monday's 
business maybe 

we can call him very early monday, as he will be in london? let me know what works with you 
"•’Greg Lippmann/^ewYork/DBNA/DeuBa 


Confidential Treatment Requested by DBSI 


Permaaeet Subcommittw on investigationi 


Wall Street The Financial Crisis 
Report Footnote #1271 


DBSI_PSLEMAIL0I400135 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00083 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




80 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0832 

Greg Melissa 

* ° Goldsmith/N ewYorM>BNA/DeuBa @DBAmerica5 

cc 

07/14/2006 02:53 PM SiOgectRe: 

I remember now, sorry. Bit foggy frcMn the trip. Cdl iis 917.601 .1916 


Sent from my BlackBerry Handheld. 
'^Melissa Goldsmith 


From: Melissa Goldsmith 
Sant: 07/14/2006 02:42 PM 
To : Greg Lippmann 
Subject: Re: 

he's a senior pm and works closely w/louis bacon some of the trades that mansfield's guys executed were 

from him, others were from other pm's ^ 

internally at moore. he's sort of changed roles a bit recently to working more on big picture strate^c themes 

rather than trading more tactically; 

and is wOTking with louis a lot more than he used to 

mansfield covers the execution desk 


'""Greg Lippmann/NewYork/DBNA/DeuBa 


Greg —Melissa 

Llppmanii/NewYork/DBNA/DeuB» *°Goldsmith/NewYork/DBNA/DeuBa@DBAmericas 

cc 

07/14/200602:37 PM SubjectRe: 

Is he the guy who has done the index trade ie mansfields g^uys? 


Sent from my BlackBerry Handheld, 
'•'Melissa Goldsmith 


From: Melissa Goldsmith 
Sant: 07/14/2006 02:34 PM 
To: Greg Lippmann 
Subjact: Re: 


he’s from moore. 

'•Greg Lippmann/NewYork/DBNA/DeuBa 


Greg Melissa 

Oppmann/NewYorWPBNA/DeuBa '‘Goldsmith/NewYork/DBNA/DeuBa^DBAmericas 
cc 

07/14/2006 02:20 PM SubjectRe: 

Yes. Where is he from again? 
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Sent-from my BiackBerry Handheld.— - — 

■^Melissa Goldsmith 


From: Melissa Goldsmith 
Sent: 07/14/2006 11:39 AM 
To: Greg Lippmann 

greg: can we jump on a call w/richard monday morning? 
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SBSrtE^SSSrgTorgreglipgbbMg- 

02/24/2006 
08:33 AM 

Message Sent: 02/24/2006 08:33:21 

From: ROKURITA@BBOTG|ROCKY KURITAPSUTSCHE BANK SEajRI|1726|328663 
To: GREGLIP@BBOTGiGREGLlPPMANNPEUTSCHEBANK SECURIj 1 7261328663 


gsc = 

ACE 2005-HE5 MS 130 128 120 = 

CSFB 2004-FREl B2 126 PASS !! pass = 

HEAT2(K)5-9M8 131 130 128 = 

LBMLT 2004-3 MS 123 126 (THIS BOND BLOWS)passO disagree) = 
POPLR 2004-4 B1 pass PASS pass = 

Reply: = 

Reply: = 




OrttSmtpMsg.emJ 


Confidential Treatment Requeued by DBSI 


Permanetit Subcoromittee on lnvestigatfa?n$ 


FPotf Street & The Financial Crisis 
Report Footnote S1274 


DBSI_PSI_EMAIL00966290 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00086 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




83 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0835 

From: GREG LIPPMANN (DEUTSCHE BANK SECURI) <GREGLIP@BBOTG> 

-Sent: - Wednesday, May- 1-i, -2005 4:29-PM . . — - .. , 

To: ROCKY KURTTA (DEUTSCHE BANK SECURI) <ROKURJTA@BBOTG> 

Subject: 


Message Sent; 05/11/2005 12:29:26 

From: GREGLIP@BBOTGlGREG LIPPMANNIDEUTSCHE BANK SECURIjl 7261328663 
To: ROKURITA@BBOTG|ROCK Y KURJTAPEUTSCHE BANK SECURI|1726j328663 

diiance is looking to buy proteoion on 25-50mai baa2 bels. in 
addition, i have a bunch of hedge funds that are axed, all the 
real money flows are buying protection, we should short. 

Replv: 

TRY HARD NOT TO SELL PROT TO ALLIANCE PLEASE... 

Reply; 

thty are only going to us b/c we recommended the trade. 

Reply; 

GREAT 
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To; Richard R KHnWewYork/DBNA/DctSa@DBAMERICAS@DEUBAlNT 

—Greg — -cc: icwdan.milniaa@dfa.com..Tnichae]-iainont(^b.c(>m. sean.nw;kama@db.tM3rn 

Uppm8ni!@D8AMERICAS®**j^= ^ Portfolio 

WA55/2006 05:17 PM 


yikes didnt see that..half of these are «aip and rest are - heat pchit sail tmts 


Greg H. Lippwann 
Managing Director 
Deutsche Bank Securities Inc. 
3fd Floor 
60 Walt Street 
New York. New York 10005 
Phone (212) 250-7730 
Fax (212) 79 7-2201 
Mobile (917)MBM 


*■"••• Roiaetedl fay the PermiBent 

Sofacenai^ on InmtlptioBi 


RJetiam R Klm/NewYofk/raNAtDeiflaeD8AMERrCAS 
04/OSr:K)0G (M:17 m 


To gr^.SKKTiannadbMm. joidan.mHmanOdb.oom 
00 tnidiMt.ta(nont8db.coin,Manjnckeftt>a8<^bxiom 
Subject ACA ASS COO Portforo 


FYl 

-15-17% Ba in ttie pool, What te your opinion of these credits? 


FofwanM by Richard R KMNawYorUDBNA/Oeua« on 04/05/2006 03:14 PM 


"Spllberg, Gregonr <eaptlber 9 tlM-cref.org> 


To Riehard R KmfNewYorM>BNA/DsuBa9Da4mBric8t 


04A>&r2006 02:13 PM 


Subfeci ACAPordbOo 


Attached is the ACA portfolio as requested. Please note diat diis portfolio information is confidential and by accepting 
the portfolio Deutsche Bank also agrees to keep the attached infocmation confidendal. 


This message, including any attachments, contains confidential information intended foe a 
specific individual and purpose, and is protected by law. If you are not the intended 
recipient, please contact sender immediately by reply e-raaii and destroy all copies. You are 
hereby notified that any disclosure, copying, or distribution of this message, or the taking 
of any action based on it, is strictly prohibited. 

TIAA-CREF 

***************************************** ********************* {attachment "Current Portfolio 
for Investors 3-29-06. xls" deleted by Greg LipjMnann/KewYork/DBNA/DeuBa) 
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To: BRADLEY.SCHWARTZ@jpinoiBan,com@DEUBAlNT 

--- — - — — Gr«g -cc:.Andrew-Q Isaacsfl^ewXork/DBNA/DeuBa@DBAiBericas, Dawd. 

Eu(llow/NewYork/DBNA®euBa@DBAnicrioas, "derek kaufman" 
<derek.k8ufiiMn@jpn)MgBn.cofn>, Pius Sprenger/DMCKjMOMG UK/E)euBa@DBEMEA 
Subject: Re: Fw: JP Prop - Ihxiate 

06/26/2006 

I 08:57 AM 

that should work... 


Gr€^ H. Lippmann 
Managing Direaor 
Deutsche Baric Securities Inc. 

3rd Floor 

60 Wall Street 

New York. New Yoric 10005 

Phone (212) 250-7730 

Fax (212) 797-2201 

Mobite(917)«HW 

’^BRADLEY.SCHWARTZ@jpinorgan.com 


Redacted by the PcnsMieBt 
Sabcernnktee <m IsvcMigatitHis 


BRADLEY.SCHWARTZ@jpmorgm.coni _ Greg 

®Ljppinann/NewYort(/DBNA/DeuBa@DBAmeritas 
06/26/2006 08:50 AM /Andrew G 

lsaacs/NcwYork/DBNA/DeuBa@DBAinericas, 
David 

ocLudlow/NewyoTk/DBNA/DeuBa@DB Americas, 
'derek kaurman* 

<derek.kBufman@jpmorgaB.coiD>. Pius 
Sprcnger/DMOGK'yDMG UX/De^8@DBEMEA 
SubjectRe: Fw: JP Prop - Update 

Thx for the feedback. 7o the extent we can, I would like to substitute 
the 3 "good" names for the following 

PCKL7 2005 -1 B2 (Baa2/BBB+) 

JPMAC 2005-rREl M9 (Baa3/BBB-) 

CWL 2005 BC5 MB {&aa2/B&B+) . 



Bradley Schwartz 
Managing Director 

Proprietary Positioning and Principal Investments 

270 Park Avenue 

New York, New York 10017 

212-834-5144 


Greg Lippmann 
<greg . lippmannSdb 
.com> 

06/23/2006 03:57 
PM 


Confidential Treatment Requested by DBSI 


To 

"derek kaufman" 

<derek. kauf mans jpnorgan • com> 

cc 


PermaBept Subcommittee on Investigations 

Wall Street & The Financial Crisis 
Report Footnote #1276 


DBSI_PSI_EMAE.0I344930 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00089 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




86 


Footnote Exhibits - Page 0838 


todrew 6 Isaacs 

... _ <andrew. g.isaacsedb.com> . 

"BRADLEY . SCHWARTZ" 

<BIW>LBY . SCHWARTZS j pmorgan . com> , 
David Ludlow <david.ludlow@db.cora>, 
Pius Sprenger 
<pius . sprengerSdb . coin> 

Subject 

Re: Fw: JP Prop - Update 


This is a good pool for you because it has a fair number of weak names but 
not so many that investors should balk (I wouldn't add more of these) and 
also has only a few names that are very good. The vast majority are 
average. In terms of optimizing, I guess you could get away with adding 
some more countrywide names which we think are mediocre (not all investors 
agree however), perhaps another Centex or People’s Choice and reduce or 
remove the First Franklin, CBASS or POPLR names. 

Weak names: 

ARBST 04-5 B2 
AABST 05-3 B2 
BAYV 05-C B2 
INABS 05-C M8 
PPSI 05-WHQ2 M8 
PPSl 05-WHQ4 M8 
SAIL 05-HB2 M8 

The names above will give some investors concerns because they are weak, 
but since these are all Baa2 we should be ok. This might be smarter than 
putting in Baa3 off these pool and ris)cing some investors passing. 


Mediocre Names 
CWL 05- 6 B 
CXHE 05-C B2 
ECR 05-3 M8 
HEAT 05-3 B2 
HEAT 05-5 M7 
HEAT 05-8 SI 
LBMLT 05-WL3 M9 
PCKLT 05-4 M9 

Good Hcunes 
CBASS 05-CB2' B3 
OOMLT 05-3 M8 
POPLR 05-B M6 

Also there is quite a lot of WMC paper. WFTC trades well so should be easy 
to include in the pool, but the deals have among the highest concentrations 
of California loans. 


■Original Message- 
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From: derek kaufman 

.,___To: Qreg Llp pmann 

Cc: Andrew Isaacs 

Cc: BRADLEY. SCHWARTZ 

Cc: David Ludlow 

Cc: Pius Sprenger 

Sent: Jun 23, 2006 2:42 PM 

Subject: Re: Fw: JP Prop - Update 

Thanks. I'm very pleased we’re getting so close. 

Derek 




1 

Greg Lippmann i 

! 

<greg . lippmannfidb | 

! 

. coa> t 

i 

06/23/2006 02:40 | 

1 

PM 1 


1 


1 

1 

t To: "derek. kaufzaan" <derek. kaufinan6jpiRorgan.com> 

i 

I cc: Andrew G Isaacs <andrew.g.isaacs6db.com>, 

"BRADLEY. SCHWARTZ" <BRADLEY. SCHWARTZ8 jFanorgan.com>, David Ludlow | 
I <david. ludlow6db, coin>, Pius Sprenger <pius.sprenger6db.com> 

I 

1 Subject: Re: Fw: JP Prop - Update 


I 


2.5,2 and 1.5 enjoy yours as well. 


Greg H. Lippnann 

Managing Director 

Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone <212) 250-7730 

Fax <212) 797-2 201 

Mobile <917) 


» Redacted by Hie PcnDMcnt 
SobcomBhttc OB iBvcsi^atkms 


derek . kauf man6 j pmorgan . com 


06/23/2006 02:09 PM 
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To 

_Greq Lipp mann /Ne wYork/DBl^/DeuBa S PBAmericas 


Andrew G Isaacs/NewYork/DSNA/DeuBaeDBAmericas, "BRADLEY. SCHWARTZ" 
<BRADLEY . SCHWARTZe jpmorgan . cora>, David 

Ludlow/NewYork/DBNA/DeuBaSDBAmericas , Pius Spxenger/DMGGM/Oh^ 
UK/DeuBaSDBEMEA 

Subject 

Re: Pw: JP Prop - Update 


Thanks very much — do you have a rough sense of the overall delta of the 
A, AA and AAA tranches to the underlying names using these assu 


Sent from my BlackBerry Handheld. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error} 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This connuniCBtion is for informational* purposes only. It is not intended 
as an offet or solicitation for the purchase or sale of any financial 
instrument or as an official confirmation of any transaction. All market prices, 
data and other information are not warranted as to completeness or accuracy and 
axe subject to change without notice. Any comments or statements made herein 
do not necessarily reflect those of JPMorgan Chase « Co., its subsidiaries 
and affiliates. 
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To: "Borre, Midielle" <BibtHre@oppenheimcrfunds.oom>@DEUBAINT 

Greg 



08/04/2006 
05:55 PM 


i am in ny monday and london office Wednesday and would be happy to discuss eitoer day.,.quick thoughts: we can do 50 
names (you already knew that secret) that said we wouldnt want quite so many sail (and you would b/c you want it to be 
more concentrated) so to start I would say max the sail out at 8-10 names and you have 12 so you would need to 
eliminate 2 of them, (note sail is among the vndest spreads so these will likely be 350 area on baa3, another reason to 
include a lot of them or ncme of them)... .you can certainly build a portfolio by pxcWrrg only bad names and you have largely 
done that as Rase ahl is considered bad as is freemont (bsabs ff, fhit, jpmac fre, sabr fr, nheli fm deals) ace, arel and 
fomit. NCHET is a middle fier name and bsabs and svhe (greenvwch) are dealer rent a sheves so also lower middle fier. 

also toe 50 names, needs to be 50 separate securitizations wherease you have among your 50 deals many deals v4th two 
tranches....tous in looking at your Kst. you should start with a plan to use all baa3 (like you did last time) all baa2 or a 
mix...l would agree that toe last time when you did all baa3 is probably the best route. 

so from your 75, we are down to 46 separate securitizations. 

remove 2 sail say sail 05-1 and 05-2 because they are toe earliest and may have a txt more home price appreciation 
we are now at 44 names 

i would also eliminate deals that are already in your first trade so that you don't doubly lose if those underperform: 

ace 05-he2 and 3, (also these are both a littie older) I would replace both aces with two other ace say 05-he6 and he7 and 
add 06-he1 and (^-he2 too....since toe ace name is not good and you want to be closer to your l»g sail position, 

so now we are 46 nam as If you swap the 2 older ace for the 4 i mentioned here 

sirrtlarly, you already have all three toll bonds I would roll up In these to 05-c, d, e 


you have nchet 05-3 and 05-4, i would replace with nchet 06-2 (and keep 05-b,c,d and 06-1) and also add msac 06-nc1 
b3 giving you 6 new century bonds 

still at 46. 

pchtt 05-2 also In the first deal so I'd remove it. In addition, Its the only pchtt you have so better to add another nchet, ace 
etc... 


down to 45 

sabr you already have 05-fr2,3,4 so I would pair the 05-fr5 with the other freemonts you have like fhIt, jpmac etc.. ..and 
maybe add in sabr 06-fr1 


down to 43 

looldng at the sail, in additon to sail 05-1 and 2 which i removed for being old, 5,6 arfo 7 are al! duplicate so I would add 
back in sail 06-3 and 06-4. ..again sail is among toe very worst names and will trade really wide but we are building a wide 
pool....! think having 7 sails is enough but if you do toe swaps I suggest you are at 9 sails and 


down to 42 total names 
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iooking at the remainder from the top of the iist down 

ar» is a pretty weak name so I would add arsi 06-w1 and wS to your 2,3 and 4 

brings you back to 45 names 0 think) 

I would keep alt the bsabs 


i would remove the gsamp because it is a M orphaned as the lone goldman sachs rent a shelf 
down to 44 

leave the jpmac as its freemont and vrili fit nicety with the fhit (and other shelves to come) 

Long beach is a weak name but you havb only picked one relatively older one so I would remove it and either put in no 
long beach or use 06-1 ,2 and 3. 

Lete assume none for the moment. 

down to 43 

I would add to the mabs OS-hel , the he2 and he3 deals 
back up to 45 

keep the nheli 05-ftn b/c it fits with the other freemonts 

1 think the rase ah deals are good to include and i would put in the ahll and ahl2 to join the ahl3 that you fxeked 
brings you to 47 

at d^is point we have 

4 ace (probably enough could maybe add 1 more ace 06-he3) 

5 arsi good amount 

5 teabs good amounts (this counts the bsabs fr in freemont) 

8 fhIt (between fhlt, sabr.bsab jp and nheli) 

3 mabs (could maybe add one or two here) 

6 nchet (good number) 

3 rase ahl probably ok could maybe add another 1 or 2 

9 sail (good number) 

2 svhe (could add a few) 

so I would suggest finding 3 more bonds that you find appeafing I would look for in more or less this order 

mabs 

svhe 

rase 

ace 

which should be doable 
Greg H. Upfmnann 
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Managing Director 
Deutsche Bank Securities Inc. 
3rd Floor -- 

60 Wall Street 
New York. New York 10005 
Phone <212) 250-7730 
Fax (212) 797-2201 
Mobile (917) VHHi 


" ***^*ttd by th« Penn«B*ot 

SobcawmH^ on iovcMigatioes 


"Borrs, Micbeile* <mboiTe@o(^»»th«]m«rhtn<!s.com> 
03/04/2006 02:56 PM 


to Greg U^rrann/NewY«fc^BNA/OeuBa@DBAmericas 
cc 

Subject iwwBst 


K Greg- i took a quick pass at a new list-i want to get it down to 50. i can refine it further- but before i do are 
there any of these you would dirow out? any thoughts on it? thx 

have a good weekend, are you around to discuss pricing next week? i am in monday and Wednesday... 

Michelle 


This e-mail transmission may contain information that is proprietary, privileged and/or confidential and is 
intended exclusively for the person(s) to whom it is addressed. Any use, copying, retention or disclosure by any 
person other than the intend^ recipient or the intMided recipient’s designees is strictly prohibited. If you are not 
the intend^ recipient or their designee, please notify the sender immediately by return e-mail and delete all 
copies. OppenheimerFunds may, at Its sole discretion, monitor, review, retain and/or disclose the content of all 
emml communications. .... - - , - — . - 


[attachment "2005-2006 Collateral Info MB.xIs" deleted by Greg Lippmann/NewYork/DBNA/DeuBa] 
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KEVW R DOWNEY 
< 202 ) 434-5460 
k4ownef9wc.cora 


- - - UWOFFKB . 

WEXIAMS S CONNOLLY LLP 

725 TWaFTH STREET, N.W. 
WASHINCTOH D. C 20005-5901 
(202) 434-5000 
FAX (202) 434-5029 


MTMMrrr wiluams oeae-iB**) 
PAIS. A. COHMOIXV (ieaa>i*7M 


March 21, 2011 

By Electronic Mail 

David H. Katz. Esq. 

Counsel 

Senate Permanent Subcommittee on Investigations 
1 99 Russell Senate Office Building 
Washington, DC 20510 

Re; Deutsche Bank 

Dear Mr. Katz; 

On behalf of Deutsche Bank, this is to provide information in response to requests 
made recently by the Subcommittee through you, including those reiterated in your March 16 
-email to mer ■ - ' " ” 

FoUow-Un Production Related to Notional Spreadsheet 

After DB*s production on March 2, you inquired about the long position of DB's 
RMBS book. I told you that the numbers reflected in our chart did not reflect non-mortgage 
assets used to hedge mortgage assets, which assets had the effect of reducing the size of the long 
position. We agreed that DB would prepare a chart including such non-mortgage assets in its 
RMBS calculation for 12/31/07. A chart doing so is attached. The footnote to the chart is also 



' PSt-Deutsche_Bank-32.0001 
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WILUAMS 8XONNOLLY-1XP- 


* Redacted by the Permanent 

David H. Katz, Esq. Subcommatee nn Inveitigationi 

March 21, 2011 — 

Page 2 



CDO and RMBS Fees 


You had asked for more detail concerning the fees paid to DB for CDO and 
RMBS underwritings in 2006 and 2007. 

For CDO transactions, the structuring and placement fees to which DBSI was 
entitled pursuant to letters of engagement for CDO transactions it arranged in 2006 and 2007 
were generally within the range of .5% and 2.0% of the notional value of total issuance, although 
__fl!S fS§sfliat DBSI actually . charge<LysresQinetitnesjlispot!oted ,ftomJhssejat«i. 

For RMBS transactions, DB’s undawriting fees/underWriters compensation 
varied depending on the Bank’s role in the offering. 

For third-party RMBS offerings in which Deutsche Bank Securities Inc. (“DBSP’) 
acted solely as the lead or co-lead manager, DBSI was typically compensated either (1) through a 
negotiated fee that ranged between 15 and 25 basis points (.15 and .25% of the notion^ value of 
the issuance) or (2) through the spread between the certificate price paid to the issuer and the 
price at which the certificates were sold to investors. 

For example, in connection with the underwriting of POPLR 2006-D, the 
underwriting agreement provided that DBSI would purchase the publicly-offered bonds at a 
.25% discount off of the public offering price. Hie publicly-offered bonds had an aggregate 
principal amount of $347,766,000 and were priced at par in the initial distribution. DBSI 

underwrote 50% of these bonds while RBS Greenwich Capital underwrote the other 50%. 

DBSl’s underroting fees earned in connection with POPLR 2006-D would have been 
approximately $434,707. This is calculated by multiplying the portion of the principal amount 
purchased and resold by DBSI ($173,883,000) by the underwriting discount (.0025). 
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WlilAMS e eONNOlLY-LLP 


David H. Katz, Esq. 
March 21. 2011 
Page 3 


For Deutsche Bank's own shelf offerings (e.g. the ACE and DBALT offerings), 
DBS! did hot earn a traditional underwriting fee. Instead, the Bank sou^t to profit through (I) 
the sale of servicing ri^ts in connection with securitizations, (2) interest payments made to 
DBSP while the loans were owned by DBSP prior to securitization, and (3) investmott earning 
on the certificates retained by DBSI in its inventoiy. 

1 believe that this addresses the questions that we have recently discussed. 

Please let me know if you are seeking anything additional or if you would like to 
discuss the above. 



Enclosures 
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Senate Permanent Subconraiittee On Investigations 
RMBS Notionals, Including Non-Mortgage Hedges 


RMBS 

12/31/2007 

Ca!^ Bonds 


Gross Assets 

166,108,401,773 

Gross Liabilities 

(2S.776.021I 

Net 

166,082,625,753 

Synthetics 


Gross Assets 

57,124,947.630 

Gross Ual»iities 

(117.851.884.2401 

Net 

(60,726,936,610) 

Oth^- 


NonMortgage hedges 

(28.345.699.9041 

Net 

(28,345,699304) 

Grand Net 

77,009,989,238^ 


Gertain RMBS-products have significant large notional values and-minitnal market values - ■ 

(for example, interest only bonds). If the market value of these RMBS products, rather than die 
notional value, were used in this calculation, the Grand Net as of December 3 1 , 2007 would be 
approximately $24 billion, rather than the much larger number reflected here. 
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LA’K' OFFICES 

- WUiAMS- S GO>a>IOLLY--LU> _ . , 

725 TWaFTH STREET, N.W. 

WASHiNCTO)^, D. C. 20005*5901 covAao bsnnett w>luam» (iBao.tonst 

PAOL •- eoMNGH.ir <ioaa-iapn> 

(202) 434*5000 
FAX (202J 434*5029 


March 2. 201 1 


David H. Katz, Esq. 

Counsel 

Senate Permanent Subcommittee on Investigations 
199 Russell Senate Office Building 
Washington, DC 205 1 0 

Rc: Deutsche Bank 

Dear Mr. Katz: 

On behalf ofDeutsche Bank, this provides information in response to the requests 
contained in your February 2, 201 1 and February 23, 201 1 emails to me. 

First, in response to your February 2 email, attached is a spreadsheet showing the 
notional net position of various DB business units in mortgage assets as of various dates in 2007. 
These are the same dates and same business units whose net revenues were shown in our prior 
production of information. DB’s Finance Department calculated the positions in mortgage assets 
only for these business units specifically in response to your request. (As you know, the units 
have other non-mortgage assets). 

Second, below find responses to the questions posed in your February 23 email regarding 
ACE Securities Corp.: 

* Describe DB’s ownership interest in or control of ACE including but not limited to 
whether ACE is a subsidiary, affiliate or other related entity. 

Deutsche Bank has no ownership interest in ACE Securities Corp. (“ACE”). All of the shares of 
capital stock of ACE are held by Altamont Holdings Corp., a Delaware corporation. Deutsche 
Bank Securities, Inc. (“DBSi”), however, is an administrative agent for ACE and in that role has 
authority to act on behalf of ACE in connection with offerings of asset-backed securities, 
including RMBS offerings. 


Permantnt Subcommittee on Invcstigattons ■ 

Wall Street A The Financial Crisis I 

PSt-DButscheBank*31*0004 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00100 


Fmt6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 




97 


VerDate Nov 24 2008 


WIU4AMS 6 CONNOLLY LLP 


Footnote Exhibits - Page 0849 


David H. Katz, Esq. 
Mareh2.20U 
Page 2 


• DB’s role in the creation or formation of ACE. 

Although no one involved in the foimation of ACE is sdll employed by Deutsche Barit, our 
cuirent undrastanding is that in 1998, Deutsche Bank hired the AMACAR Group, IXC 
("AMACAR”) to assist in flie creation of ACE to act as a regstrant and depositor in connection 
with RMBS offerings sponsored and/or underwritten by Deutsche Bank. 

• DB’s financial relationship wdth ACE, including any compensation received by either 
entity and the amountfs) received. 

DBS! pays an annual management fee to AMACAR, which serves as the manager of ACE. 
Betweoi 1998 and 2006, DBSI paid AMACAR an annual management fee of $10,000. Since 
2006, DBS! has paid AMACAR an annual management fee of $20,000. Beyond the annual 
managemoit fee, in its cole as a depositor and issuing entity in connection with RMBS offecings, 
ACE purchased mortgages from DB Structured Products, Inc. (“DBSP”) and sold RMBS 
c«tiEcates to DBSI as described more fully below. 

• Describe generally ACE’s roie and responsibilities as a depositor and issuing entity in 

connection'wlth any RMBS deal underwritten by DB; - . . 

ACE participated in many RMBS offerings as a depositor and issuer and acted as the registrant 
in connection with the shelf registration statements pursuant to which the securities were 
registered for public sale. ACE is a special purpose corporation incorporated in the State of 
Delaware on June 3, 1998. ACE’s principal executive offices are located at 6S2S Morrison 
Boulevard, Suite 318, Charlotte, North Carolina 28211. 

As depositor and issuer, ACE participated in the formation of the RMBS offerings as follows. 
Genetrily, pursuant to Ae various mortgage loan purchase agreements between DBSP and ACE, 
loans wae sold by DBSP to ACE. In connection with this sale, DBSP, ACE and die relevant 
trustees and servicers entered into a pooling and servicing agreement by which a common law 
trust was created. ACE would then “deposit” the mortgages loans into the trust and the trust 
would in turn issue RMBS securities to ACE. ACE would then sell those certificates to DBSI. 
ACE would then use the proceeds of the sale of the certificates to DBSI to pay for the mortgages 
acquired from DBSP. DBSI, as underwriter, would then sell the certificates to investors or retain 
than in its inventory depending on market conditions and demand. 

Although in practical terms ACE performed the functions of an issuer, ACE was not technically 
the legal entity that issued the RMBS securities. Instead, the securities were issued by separate 
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WILUAM5 8 CONNOLLY LLP 


David H. Katz, Bq. 
March 2. 2011 
Page 3 


common law tiusts dial were created for each offering. The tru^ were created by ACE (as noted 
above), togetho' with DBSP, and the relevant trustees and servicers, pursuant to pooling and 
servicing agreemraits for each offering. For example, the ACE 2006-S1.2 Trust is a common law 
trust formed under the laws of the State of New Yotic pursuant to the pooling and sravicing 
agreement for ACE 2006-SL2, dated Mardi 1, 2006. The pooling and seeing agreemmt 
constituted die “goveming instrument” under the laws of Ae State of New York. 

> In 2067 were any DB employees also employed by ACE? If yes, please provide the 
number. 

No. ACE did not onploy any Deutsche Bank employees in 2007. 

• In 2006 - 2007 did ACE act as a depositor exclusively for DB RMBS deals? 

In most instances, between 2006 and 2007, ACE acted as the depositor for subprime RMBS 
oflerings sponsored by DBSP and underwritten by DBSI. In a few instance, however, ACE acted 
as the d^sitor for RMBS offerings that were uiderwritten by DBSI but sponsored by firms that 
were not affiliated with Deutsche Bank. 

• In 2006 - 2007 did ACE act as an issuing entity exclusively for DB RMBS dealt? 


Please see the answer above. ACE's activities as an issuer were identical to its activities as a 
depositor. 

Please do not hesitate to contact me with any questions. 



Attachment 
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Greg 

Lippmasn 


-To: michaellamont@db.com, richard.d8lbeTt@db.com. 
cc; 

Subject; Winchester CqiUal: Potential Barramundi Purchase; Lodtsong Synthetic CDO 


08/23/2006 

06;49PM 


i was going to reject this because it seems to be a pig cdo position dump 60^ but then i noticed vsnnchester is dte portfolio 
selector. any idea ??? 


Greg H. Uppmann 
Managing Director 
Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250-7730 

Fax ^12) 797-2201 

— ForwanM by Greg Uppmann/NewyorkromtAiOauBs «n oem/2006 06;4S PM 
"Emilio, Grace ttC-eASSt)" <Oraec.Emllio®C-8ASS.COM> 


08/23^2006 06:46 PM 


Bruce VtflMetar/NewYork/DBNA/DBuBaSOSAnwicas, ‘Deturo, Mac \(C'BASS^* 
^4ac.DaturoQC-eASS.CCM>. Doug Hamillon/db/dbcomiSDBAmerieas. 'Emtiio, 
Grace HC-aASS\)* <Graca.EmllioeC'BASS.COM>. Greg 
UpprrMm/NeWXoilc/OBNA'DeuBaigDSAinertcaa. HirokI 
Kuri(aMaWyo<k/OBNA/Oau8a@OSAmef>cas, Jordan 
Mirman/NewYork/OBNA/OauBaODBAmaricaa. LaTantika . 
PadmarwbherVNawYork/DBNA/DauBaiSOBAmarteas. MIdiaal 
LamonVNawYoik/DBNA/DauBeOOBAmaricea. Mika Li/db/dbcom@DBAmerfcas, 
'PecKha .Janice yC*BASS\}‘ <Janlce.Pe6ac^e®C-BASS.C0M>. Pater 
Luabka/NawYoik/DBNA/DauBaQDBAmartcaa. Phillip 
Oemmguac/dWdbeomSDBAfflartcas. ‘Pyna. Rob XC-BASS^* <Rob.Pyna@C- 
BASS.COM>. Raehei VMah/NaWYork/OBNA/DauBaSDSAmeiicBa, ’RIekert. Andy 
yC-BASSi}* <Andy.RldcaitOC-BAS5.CM>. Saan 
McKeraMmawYonciDBNA/DeuBeeoaAmaricat. ‘Sitver, ErBi yC-BASSt)* 
<Edk.S»rerec-BASS.COM>. Stephan T 
Haeaief/NawYofk/OSNA/DauBagDBAmertess.TasnMm 
SalirTtfNawYofk/OBNA/DeuBaeOBAmarieas 


Subject Potential Barremundl Purchaae; Loehaong Synthatic COO 


Please see attached marketing materials for Lochsong Synthetic COO and let us know your 
thoughts for potential inclusion into the Barramundi warehouse. 

We have an 101 (subject to credit) on S24MM of the Class C notes rated A2/A by Moody's 
and S4P. Price talk is currently at +130 and WAL of the bond is 6.2 years. The deal is 
scheduled to price the middle to end of next week (8/30 - 9/1) . 


Some deal specifics: 

1. The deal is a static one - 97% of the referenced obligations have been identified thus 
far. It is anticipated that the remaining 3% will be identified within the next week 
before closing. The attached spreadsheet is a collateral list. 

2. 100% of the collateral is synthetic - with 60% of the securities referencing CDO 
obligations and the renaining 40% referencing RMBS obligations 

3. All ratings on the underlying referenced obligations have an explicit Moody's and/or 
S4P rating of at least A3/A-. 

4. Waterfall is a modified sequential pay that allows the class C's to receive principal 
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on day 1 . 

5,. .Credit Events .include: _ .... 

a. Failure to pay principal 

b. Writedovm 

c. Distressed ratings downgrade 

d. Failure to pay interest {pertaining to the CIX> portion of the portfolio) 

6. Winchester Capital Principal Finance will serve as asset selector for the transaction 
and will be responsible for asset selection and surveillance of the portfolio. 

7. Winchester is expected to take down 501 of the equity and Goldman is expected to take 
down the remainder. 


Any additional questions, comments or concerns feel free to give a call. Thanks in 
advance. 

Grace Emilio 

C-BASS, LLC 

Capital Markets Group 

212.850.5061 Ph 

212.850.7760 Fa 

grace.emilio0c-bass.com 


This e-mail (including any attachments) may contain 
information that is private, confidential, or 
protected by attorney-client or other privilege. If 
you received this e-mail in error, please delete it 
from your system without copying it and notify sender 
by reply e-mail, so that our records can be corrected. 


! i’t) Lochsonsl udf, 

Type: application/octet-stream 
Name: Lochsongl.pdf 



Type: application/octet-stream 
Name: Lochsong2.pdf 


i 


Loch 5 on 2 Collateral 2.)ils |Type: application/vnd.ms-excel 
I Name: Lochsong Collateral. 2.x]s 
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gregiif^bbotg'To: bw!ckensl@l*c^- 

08/30/2006 Subject: 

J1-.S2 AM 

Message Sent: 08/30/2006 1 1 ;52:55 

From; GREGLIP@BBOTGlGREG LIPPMANN|DEUTSCHE BANK SECimi{17261328663 
To:'BWICKENSl@BBOTGjBRADLEY WICKENS|SP3NNAKER CAPITAL LT| j 

where would you price CBASS 05-CB2 Baa3 

its got good C£ and has paid dovm/delvered alot but its not 
perfonning well and i think it trades pretty expensive 
Reply: 

CBASS IS A T OP 3 NAME SO U R RIGHT THEY TRADE TIGHT....I ALSO 
AGREE SOME OF THEM SEEM TO BE PERFORMING LIKE CRAP AND THEY HAVE 
HAD A FEW DOWNGRADES ON THEIR 02-04 PAPER...THAT SAID I CAN PRO 
BABLY SHORT THIS NAME TO SOME CDO FOOL THUS ILL OFFER U PROTECTI 
ON AT 205.... 



□ ' 

OrgSmtpMsg.eml 
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gi^lip@bbotg^°: bwickensl@>b(^ 
cc: 

09/01/2006 Subject: 

12:06 PM 

Message Sent; 09/01/2006 12:06:01 

From: GRE(H.IP@BB0TG1GREG LIPPMANNIDEUTSCHE BANK SECUR1| 17261328663 
To: BWICKENSl@BBOTqBRADLEY WICKENSjSPINNAKER CAPITAL LTj ! 

can you price MBAS 2006-FREl M9 thanks 
Reply; 

THIS BOND HAS POOL ENHANCEMENT Am THUS ONLY .7% CREDIT ENHANCEM 
ETN....THIS KIND OF STUFF RARELY TRADES IN SYNTHETIC MARKET AND 
WILL BE TOUGH FOR US TO COVER I.E. SHORT TO A CDO FOOL. THAT SAI 
D IF U GAVE US AN ORDER AT 260 WE WOULD TAKE rr AND TRY TO DUPE 
SOMEONE. FOR YOU, I'LL MAKE THIS BOND 235-290 B/C OF THE LACK OF 
LIQUroiTY IN POOL DEALS RATHER THAN A TIGHTER MARKET LIKE USUAL 

AS A POINT OF INFERENCE WE WOULD DO MABS 06-FRE2 M9 AT 245 



D 

QrgSmtpMs g .ewl 
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b«lckeml@bbotgTo; greglip@ibMg 
oc; 

09/01/200612:04 
PM 

Message Sent: 09/01/2006 12:04:59 

From: BWICKENSI@BBOTG(BRADLEY WICKENSjSPINNAKER CAPITAL LTj | 
To: GREGLIP@BBOTG|GREGLIPPMANN|DEUTSCHE BA2^ SECURIl 1 7261328663 

can you price MBAS 2006-FREl M9 thanks 
Reply: 

CRAP BOND...U R GOOD.. 

Reply: 

maybe too crap to short 



D 

Oi^SmtpMsg.eml 


Confidential Treatment RequKtai by DBSI 


Permanent Subcommittee on Investigationa 


Walt Street & The Financial Crisis 
Report Footnote #1282 


DBSI_PSI_EMAIL0I6450 1< 


12:16 May 12, 2011 Jkt066050 PO 00000 FrmOOIOZ Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




104 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0856 


To; Greg Lippmano/New'Ytwk/DBNA/DeuB^DBAmericas 


Melissa 

Goldsmith 


oc; 

Subject; Re; 


I 09/21/2006 

i 01:12PM 

- gotcha, call me when you have a seccmd. 
■^Greg Lippmann/NewYork/DBNA/DeuBa 


Greg 

Uppmann/NewYork/DBNA/DeuBa 
09/21/2006 12:57 PM 

Right 

Sent from my BlackBeny Handheld. 

"^Melissa Goldsmith 


.p Melissa 

°Goldsnuth/NewYoik/DBNA/DcuBa@DBAmericas 

cc 

S^it^ectRe: 


From: Melissa Goldsmith 
Sent: 09/21/2006 12:50 PM 
To: Greg Lippmann 
Subject: Pe: 

"we shorted" meaning we're short the credit as well? 


‘'*'Greg Lippmann/NewYork/DBNA/DeuBa 


Greg -Melissa 

LIppmann/NewYork/DBNA/DeuBa ®Goldsmith/NcwYork/DBNA/DeuBa@DBAinericas 

cc 

09/21/2006 1 2:49 PM SubjectRe: 

MSHEL 2006-1 B3 230 crap we shorted 

FFML 2006-FF10 M9 245 ffml was top tier, fast becoming mid tier 

GSAMP 2006-HE3 M9 265 this bond sukks but we are short 20MM 

FFML 2006-FFl M9 235 see above 

GSAMP 2006-HEl B 1 240 better than other gsamo but tighter 

ACE 2006-NCl M9 248 ace is generally horrible and new century I mid tier. 

Looks like you were well taken care of Which I am happy about. 

Sent from my BlackBerry Handheld. 

■^Melissa Goldsmith 


From: Melissa Goldsmith 
Sent: 09/21/2006 12:46 PM 
To; Greg Lippmann 

MSHEL 2006-1 B3 230 
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FFML 2006-FF10M9 245 
GSAMP 2006-HE3 M9 265 
FFMr2006-FFl M9'235 
GSAMP 2006-HEl B1 240 
ACE 2006-NCl M9 248 
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Axel To: Sean Whd8ii/dbAibcom@DBAinerices 

Kunde@DBEMEA^'' Sprengci/DMGGM/DMG UK/DeuBB@DBEMEA, Greg 

Lii^ann^fcwY«ic/DB>JA/DeiiBfl@DBAmericas 
1O/0M006 04:57 F«: Ktog S»i=e. 


here is what we would like to propose; 

King Street shorts the whole portfolio they have chosen at the protection offer level to us. They ^so buy the 25- 
35% AAA and the 35-100% Super Senior at current market levels, we underwrite all the other tranches between 
3% and 25%, and King Street takes the 0-3% Equity which gets all residual cash flows. The economics in this 
trade are the same as in a publicly marketed full capital structure CDO whereas in fact King Street is doing their 
own private ded with us. There are a couple of things to note about full cap structure deals though: 

1) It is almost impossible to place BBB risk and below without a manager, and even sin^e-A is ch^lenging 

2) The portfolio which KingStreet selected with high concentrations in LBMLT, HEAT, INABS, AMSI/ARSI, 
RAMP/RASC, and CWL would be impossible to sell to the public 

3) 1116 structtiring/placement fees on foil cap deals are l-I,5%.ofthe portfolio notional, ratings are ^ut 0.5% 
of notional, and there are administrative costs for the trustee 

4) The ratings of the notes are supported by IC70C triggers which divert cash flows away from the ©ijuity, and 
which we do not have in our trades. 

So there is no way King Street could place the 3-25% risk on their portfolio in the market. However, we are 
willing to take the risk down, and in addition with a much simpler structure without IC/OC; We offer 15 bps on 
the 35-100, 45 bps on the 25-35, and we underwrite the 3-25 at the average portfolio spread. In return 
KingStreet pays us one ye^'s protection premium on the portfolio notional upfront, i.e. roughly 2.5%. Part of 
this upfront payment covers our loss from underwriting the mezzanine tranches below market levels. The rest is 
for taking down the risk on an unsalable deal plus as a substitute for structuring/placement fees which 
KingStreet would have to pay on any other deal. 

The economics of the trade for KingStreet are «mple: Assuming an average portfolio spread of 250 bps, they — 
pay us 2.5% upfront and 3% for the equity. At this spread the equity will return roughly 60% , i.e. 1.8% of 
portfolio notional p.a. Put differently; If all credits survive for the first 3 years King Street will have recovered 
their initial upfront payment plus the equity notional - the rest is upside. If reference credits were to default 
before year three the equity would nonetheless get all the XS income of the portfolio. But King Street would 
also recdve protection payments from us for the defaulted credits. In addition, if spreads on Home Equity BBBs 
were to widen out King Street could sell protection on the single-name portfolio, thereby locking in a positive 
cany for the lifetime of the trade while still benefitting from the mezz protection they bought from us. 

I think that’s a very efficient way of executing a structured short on the Home Equity market, vrith very limited 
downside if nothing defaults (average portfolio spread on 22% of cap structure plus 2.5% upfront). Please let 
me know what they say. 

Kind regards, 

Axel. 


Axe! Kunde 

Deutsche Bank AG. London 
ABS Correlation Trading 
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Td.: +44 207 545 7800 
Mobile: +44 7795 122 235 

Forwarded by Axel Knnde/DMGOM/DMG UK/DeuBa on 02/10/2006 18:04 

SeaB .j, Greg 

WhelaQ/db/dbcom@DBAMERICAS ‘°Lippmann/NewYork/DBNA/DeuB8@DBAmericas 

"Axel Kunde* <axel.kunde@db.com>, ’Pius 
27/09/2006 19:52 “Sprengo-" <pius.sprenger@db.coni> 

SubjectRe: King Stre^ 


they want to short the market and are wiling to pay the freight, in the correlation trade they are long 
idiosyncratic risk, they also ran breakevens- which th^ feel are high- 2 events virtually knock out the equity- 
for every subsequent event their max benefit is 1.8 mm. ciude- but they would need 7 events to break even, 
(yes- this ignores spread widening on the remainder.)- thqr think a more efficient short is a bespoke trade, their 
ideal short would be the belly of the capital structure, when we last spoke about it, we told them the equity and 
the AAA were toe parts we found difficult to place, they are vrilting to buy toe equity and even the AAA's t get 
an efficient short of the belly- 

Greg Sean WheUn/db/dbcoin@DBAmericas. ’Pius Sprenger" <^us.sprengen@db.coin>, 

yppmann/NcwYork/DBNA/DeuBa Kunde’ <axel.kiinde@db.com> 

cc 

09/27/2006 02:3 1 PM SubjectRe; King Street 


Whjat does thaty mean? Will they massively overshort vs 6x coupon?? 


Sent from my BlackBerry Handheld. 

From: Sean Whelan • - 

sent: 09/27/2006 11:02 AM 
To; Greg Lippmann 
Subject: Re: King Street 

Greg’ i was not accurate- do not want to do a fully placed deal . they want to short the entire delta- thanks- 

Greg Scan Whe!an/db/dbcom@DBAinericas, Axel Kunde/DMGGM/DMO UK/DeuBa, Pius 

UppmannWcwYotk/DBNA/DeuBa ^°Sprenger/DMGQM/DMG UK/DtuBa 
CC 

09/27/2006 10:57 AM SubjectRe: King Street 


Which is it ? Magnetar is fully placed and talk to lament. K" they want to do our trade but short entire delta we 
can price that too. 


Sent from my BlackBerry Handheld. 


From: Sean Whelan 
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sent: 09/27/2006 10:51 AM 

■Toj Greg Lippinann; Axel Kunde; Pius Sprenger 
Stibject: King Street 

Spoke with King Street this morning, rather tiian do the carry neutral correlation trade, the would like to pursue 
a bespoke or Magna^ type trade. They want more leverage and are wiling to hold the equity in a 375nim type 
transaction, and short the rest of the (^pital struchire . dte 75 names we have can be used, or we can add if ne^ 
be-thanks-Sean 
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To; "Craig Carloza" <crai^niastcapl!c.coni>@DEUBAlNT 
Qfgg cc; "Chris Madison* <diris@mastcaplic.coiii> 

Uppmaim Subject; Re: subfaimeCDS ■ 

10/20/2006 
06:36 PM 


levels are basically unchanged: see comments below 

FMIC 06-2 MS - 1 35, Fieidstone likely to go bk or be bought by the street within 5 months so head^ne risk could make it a 
good short. Very low gross wac of 6.18 could lead to payment shoedc. 45% lO. Bond was shorted to us by an ABS Hedge 
Fund in full competiton at 135 on October 18. 

ACCR 06-1 MS - 1 30. One of die top / most respected names. The 2008 vintage seems to be worse / more similar to 
ottter shelves than prior ones (see recent new stones on LEND) and thus it is trading doser to other names than the 2005 
cohort does. We shorted this very bond a above 100 over in competiton to a CDO manager on October 19 and thus 
can make Uiis one a bit tighter. Moderately high FICO wid) tow LTV and low California. On the other hand. 34% have 
second mortgages, only 57% Full Doc and 8% investor property. 

LBMLT 06-5 M9 - 375. Lor^ Beach is one of the weakest name in the market. We shorted this bond to a CDO in tire ntid- 
300s on October 13. Deal was done in late June before S & P changed their criteria on July 1. Lots of 40 year mot^ages 
as evidenced by the 409 WAM. (380 being 30 year) Less than half the loans have full documentation and 10% are 
investor properties. Hris is a real pig. 

LBMLT 06-2 M9 350. See above on Long Beach. This one is already performing poorly with substantial deiinquendes. 
Further the FiCO is less than the 06-5 and there are fewer fun doc loans. This seems a better shOTt than the 06-5. Only 
reasons I can think for my guys showing you a tighter level is drat we are very short this one and that the June 06 deals 
have a taint that ea^er months dont due to the theory that late June deals were crammed with bad stuff in order to beat 
the S & P revisions. 

RASC 06-EMX2 Md 145. This was shorted to us at 145 on Sep 29. If anything the market is a v^der since then. These 
trade somewhat tight because they have extremely low Cafifornia percentages and decently high (64%) of toll doc loans. 
10% of die loans are second liens so that could make this a good short. 

FFML06-FF1 3 M9 270. A CDO got long this risk in competition at 240 on October 10 so this is a good level i.e. roughly 1 
point bid /ask. The CDOs like First Franklin because of the high FICO scores, but I like shotting them becuase of the low 
enhancement, very high % of silent seconds and in this case la^e number of 40 year mortgages (421 WAM) especially 
coupled vrith the 30% iO, a 40 year mortgage is a another way of saying an lO in my view. 

SAST 06-1 B2 200. No trading in this name recently. SAXON is one of the weakest originators/servicers. Loans dont look 
too bad though. On the other hand, 371 WAM is a bit high and 603 FiCO is quite low. 

CWL 06-BC3 M9 350. No trading in this name recently. Countrywide is a rhid-tier issuer. Not much to say here other than 
low FICO. Some of the others might be more appealing. 

Greg H. Lippmann 
Managing Director 
Deutsche Bank Securities Inc. 

3rd Floor 
60 Wall Street 
New York, New York 10005 
Phone (212) 250-7730 
Fax (212) 79 7-2201 
Mobile (917) ■■■§ 


Redacted by tbe Pcnnanent 

SubcoiBKince 00 Invesligatioia 


“Craig Carlozs” <craig@ma5tcaptic.com> 
10/20^2008 02:44 PM 
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Subject subpifme COS 


Greg. 

Here are the tranches that Chris and I find the most attractive. We'd appreciate any thoughte you may have... 

Thanks for your help, 

Craig 


TranchM : 

FMIC 2006-2 MO 135, fieldatone likely to go bk or be bought by the street tiithin 6 months so this could be a good 
short . 

ACCR 2006-1 

2006-5 M9 
LBMIT 2006-2 M9 
RASC 2006-EHX2 M8 
FFML 2006-m3 M9 
SAST 2006-1 B2 
CWL 2006-BC3 MS 


Craig Carlozzi, CFA 
Senior Analyst/Partner 
MAST Capital Management LLC 
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GREGLIP@bIoomberg.Bet ToailM@coatrariancapital.com 
- - - • cc 

12/04/2006 10:06 AM face 

^it^ectRE; 


»====Begin Message=«==* 

Message#: 122868 

Message Sent: 12/04/2006 10:06:17 

From: GREGLIP6blooniberg.nettGREG LI PPMANNI DEUTSCHE BANK SECURI | 1726! 328663 
To; mleeScontrariancapitai .com! ! I I 
Sxibject: RE: 



sure.... this afternoon. . .u have picked some crap right away so u have figured it 
out 

Original Message 

From; Mark Lee <inleeecontrariancapital.com> 

At: 12/04 10:00:21 

That'S great. We assumed that we were going to pick some that didn't 
make sense. If you want you can call me today and I will tell you how 
we are looking at this and why it is taking us some time. 

Original Message 

From: greglip0bloomberg.net t mailto : qreqllp6blooinberq . net 1 
Sent: Monday, December 04, 2006 9:59 AM 
To: Mark Lee 
Subject: Re: 

lets work through amin the oomlt 06-2 is one of the worst deals ever so 
not sure that is going to be a good one to match up on... will be bac k 
on these. 

Original Message — — 

From: Mark Lee <mlee0contrariancapital.coin> 

At; '12704 9:5'6:’48 - 

Could you give us quotes on the 8BB- bond on the following deals? 

Bear BSABS 06-HE6 
Bear BSABS 06-HE7 
Option One OOMLT 06-2 
Ameriquest AMSI 06-Rl 

Also, I sent you our DB coverage last week. Where should we start for 
ISDA? 


Mark Lee. 

Portfolio Manager 
Contrarian Capital 
411 West Putnam 
suite 225 

Greenwich CT 06830 

P: (203) 862-8203 

F: (203) 629-1977 


This has been prepared solely 
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Greg Topfaulkner@psamllo.coin 

lippmaDnyNewYork/DBNA/DeaBa@DBAM£lUCAS cc 

bcc 

12^a^2006 1 1:49 AM Subjectolher bonds 


just traded these 


ACCR200B-1 M8160 
SAST 2006-2 B2 190 
CWL 2006-BC2 M8 225 
FMIC 2006-3 M8 180 

Just offered these: 


PB«a 




ASSHX Z00S-KK5 300.00 

ACS 2006-OP1 300.00 

AHSl 200S-52 4^1.00 

ARSI 2006-01 Saj.OO 

FSHL 2006-SF8 32S.00 

PHI.T 2006-2 435.00 

CSAKP 2006^3 400.00 

CSAHP ZO06-VCZ S25.00 

HBAT 2»i:^-7 4 60.00 

JPHAC 2006-aMCl 325.00 

LBHLI 2006-Vl.i 310.00 

H5AC 2006-HB5 385. £W 

SA^ 2006-IS3 460.00 


yourboTids 

gsamp 06-nc2 m8 this is an absolute pig ...see the m9 above will offer the m8 at 375 
bsabs05-he12m7225 

rascOS-ksSmS pass this is a bad deal and we are already long it 


Greg H. Uppmann 
Managing Director 
Deutsche Bank Securities Inc. 
3rd Floor 
60 Wall Street 
New York, New York 10005 
Phone (212) 250-7730 
Fax (212) 79 7-2201 . 

Mobile (91 7)MHV 

greg.gppmann@db.com 


Redacted by the Pemiwnt 
Sebcomnittceon InvesligatiMB 


Confidential Treatment Requited by DBSI 


Permanent Subcommittee on Investigations 


Wall Street & The Financial Crisis 
Report Footnote #1286 


DBSI_PSI_EMAILO i 882 i f 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 Frm00116 Fmt 6602 


Sfmt6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





113 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0865 

GR£GLIF@bioomberg.Qet ToJORISl@bloomberg.net 
cc 

03/01/2007 05:42 AM ’be* . . 

Sutgect 


=====Begin Message===== 

Message#: 118415 

Message Sent: 03/01/2007 05:42:30 

From; GREGLIP@blooraberg.netlGREG LI PPMANNI DEUTSCHE BANK 
SECUR1117261328663 

To: JORIS10bloomberg.net|JORIS HOEDEMAEKERS ! OASIS CAPITAL (UK) Li 

1 

Subject: 

JORIS-SORRY YOUR LIST GOT BURIED UNDER THE TO DO LIST HERE U 
GO; 

ABSHE 2006-HEi M7 500 CRAP , 

DEAL 

ACE 2005-RM2 M9 
475 

ACE 2006-HE2 M7 550 DEAL IS A 
PIG ! 

BSABS 2006-HE3 M7 
650 

MLMI 2006-HEl BIA 
325 

SAST 2005-2 B2 
300 

SAST 2005-3 B2 
300 

==“®=End Message=='==“ 
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From; BRADLEY WICKENS (SPDiNAKER CAPITAL LT) <BWICKENSl@BBOTG> 

Sent: Diursday, June 8, 2006 1 :26 PM 

To: GREG LEPPMANN (DEUTSCHE BANK SECURI) <GREGLIP@BBOTG> 

Subject: 


Message So»t; (K/08/2006 09:26: 1 1 

From: BWICKENSl@BBOTGiBRADLEY WICKENS}SPINNAKER CAPITAL LT| { 
To: GREGLIP@BBOTG!GREGLIPPMANN|DEUTSCHEBANK SECURHI7261328663 

what going 00 in housing, with these hawkish sounds and grw<^ 

concerns should be playing straight into our hands 

Reply: 

□oth^g....£$ufF is flat b/c die cdo machine has not slowed but 
i am fieieding 2-4 new guys a day that are kicking die tires so 
we probably dont go tighter...! remain convinced that the trade 
will work and trying not to be too frustrated tb^ it is not hap 
peneing as soon as we would like given the moves in other market 
s.... 

Reply: 

honestly, i was always concerned ^ut the CDO machine, wtuirn 
is whi i stayed out at first, i think you can put this on in 
sqjtembcr 
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From: GREG LIPPMANN (DEUTSCHE BANK SECURI) <GREGLIP@BBOTG> 

Sent: Tuesday, August 29, 2006 5:25 PM 

To: BRADLEY WICKENS (SPINNAKER CAPITAL LT) <BWICKENSl@BBOTG> 

Subject: 


Message Scat: 08/29/2006 12:25:20 

From: GREGLiP@BBOTG|GREG LIPPMANNPEUTSCHE BANK SECURI|!7261328663 
To; BW1CKENS1@BB0TGPRADLEY WICKENS|SPINNAKER CAPITAL LTl |. 

The JPMAC -05-FRE 1 has very good step down CE Nls, m^bc not 

sudi QO braiber short at 210 

Reply: 

WE MISSED THAT.... 

Reply; 

its a minefield this market, CS has exactly the same view as 
you, one day the music will stop. 

Reply: 

IT WILL..I DONT CARE WHAT SOME TRAINED SEAL BULL MARKET RESEARCH 
PERSON SAYS THIS STUFF HAS A REAL CHANCE OF MASSIVELY BLOWING UP 
AND ON MY SONS LIFE I HAVE BEEN SHORT 800MM TO 2.2BB CONTINUOSL 
Y SINCE BEFORE I STARTED SPEAKING WITH U...THESE PEOPLE (AND ME 
TOO I GUESS) HAVE NEVER SEEN A BEAR MARKET SO THEY CANT IMAGINE *' 
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To’'Harvey AJlon" 

lippinaiin/New.York/DBNA/Z^]a^@DBAiy[ERlCAS_ . <«aIlon^raddockfmancial,ooin>. 

cc 

03/04/2007 10:04 AM boc 

SubjcctRe: A new take 


Indeed. Speak when you land, safe comfortable flight. 
Sent from my BlackBerry Handheld. 


Original Message 

Prom: "Harvey Alion” [HallonGBraddockfinancial .com) 
Sent: 03/04/2007 08:04 AM MST 
To: Greg Lippmann 
Subject; RE: A new take 


Heading to airport. My issue wid) hpa is that it doesnl have much to do with the hpa in the locations where the subprime 
loans are concentrated. The stoHes tom new construction areas for example are nightmares. -20% hpa is not 
uncommon. 


j 

From; Greg Lipfxnann [mailto:greg.Iippmann@db.aMn} 

Sent: Sunday, March 04, 2007 7:58 AM , 

To; Harvey Alton 
Subject: Re: A new take 


I remain firm in my belief that these are blowing up whether people like it or now and that hpa is far less 
relevant for subprime than these bulls think. Can't blame them because if this blows up lots ^ people lose their 
jobs so they must deny v in hope that that will help prevent the collapse. At this price I'm nearly just as short as 
Tve ever been. 


Sent from my BlackBerry Handheld. 


— — Original Message — — . 

From: "Harvey A11 <mi'' [HalIon@BraddockflnanciaI.com} 
Sent; 03/04/2007 07:55 AM MST 
To; Greg Lippmann 
Subject; R£; A new take 


I see a problem with Glenn’s theory in the first few sentences. The problem with the eaiiy defeutts is bad underwriting.' 
No shit SheriockI 
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From: Greg llp^KTwnn [mailto:greg.ii{:ptiann@db.a>m] 
Sent; Sunday, March 04, 2007 7:46 AM 
To; Har\rey Wton 
Subject: Re: A new take 


Did not, thanks. Working out sitter / time / venue for tomight now. Be back. Will read this now and be back 
soon. 


Sent from my BlackBerry Handheld. 


— — Orignal Message — 

From: "Harvey Allon" [Hallon@Braddockfmancial.com] 
Sent: 03/04/2007 07:44 AM MST 
To; (jreg Lippmann 
Subject: FW: A new take 


Didn't know If you got Otis. 


From: Dave Myers 

Sent: Friday, March 02, 2007 10:30 AM 
To; Kevin Ahem; Harvey Alton 
Subject: A new take 
Importance: High 


From: Wachovia Structured Products Research [mailto;WB5P.Research@wachovia.rom] 
Sent: Thursday, March 01, 2007 5:14 PM 
To: undisclosed-recipients 

Object: Glenn Schultz: U.S. Housing Outtook Update 
Importance: High 


U.S. Housing Outlook Update 
Fijret-Quarter 2M7 Update 

Executive Summary 

On Nov. 14 , 2006 we published our Outlook and predicted that home price appreciation would be 3.0%-5.0% 


Confidential Treatment Requested by DBSl 


DBSLPSi_EMAIL02O41351 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00121 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



118 


Footnote Exhibits - Page 0870 


over the next 3-5 years. Our forecast has not changed. 

The Office of Housing Enterprise and Oversight (OFHEO) home pri<» index released on March 1, 2D07, follows the 
releases of both the existing home sales median price, a poor indicator of home prices, and the S&P Case-Shilier home 
price index, arguably one of the better indicators of home prices. The OFHEO home price statistics were released against 
the backdrop of increased market volatiUty and concern surrounding the subprime iorrower or, more accurately, concerrt 
regarding subprime underwriting criteria. The housing bears wiB have to wait another day for their route; an event that 
will, in our opinion, never happen. Ratoer, we suggest that investors focus more on the fundamentals, namely low 
unemplo 3 rment, strong personal income growdi, the supply of housing and the quality of underwriting. 


In this update, we examine recent home price statistics as well as the fundamentals that we believe provide a strong 
foundation to the US. housing market. In addition, we reiterate our belief that a homeowner will not default simply 
because home prices did not appreciate or modesUy dedined. Rather, as we stated in December 2006, the recent spate of 
delinquency and early defoult are a result of poor underwriting. 

«US_Housmg_Outlook_Updat8_030t07.pdf» 

Glenn M. SdiuHz, CFA 
giew.schults&wachovia.com ' 

(704)385,4758 

Erin K. Walsh 
erin.walsh9wadicfVla.eDm 
(TW) 715-7404 

Shane Whitworth, CFA 

shane.whitworth9wachavia<(nn 

{m)n5~7936 


We value our relationship with you, If you would like to remove yourself from the Wachovia Capital Markets LLC Fixed Income 
Research diaribution list, please reply to this e-mail and let us know that you would like to be removed. This will not affect any other 
Wachovia e*mail that you are recdviag. 
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Mlchad ToGreg 

Geor^/NewYork/OBNA/DeoBa^DBAMERlCAS Lippmaon/NewYork/DBNA/DeuB^^ 

cc 

06/23/2007 07:37 AM bcc 

SubjectRe: Bear Will Provide $3.2B To Its Hig 


Question is who else sells the Europeans will just bury in their 

portfolios most of them are no where near as transparent as say Abbey was. 

Ralph’s porfolio going to be a huge overhang on market why buy new issue 

when you can just to knock on the Beat HFs door and McGarrigal will have 

something for you ! ! I 

Michael R George 

Managing Director 

Deutsche Bank 

60 Wall Street 

New York, NY 10013 

+1-212-250-6819 

+1-917-459-3207 

Sent from my BiackBerry Handheld. 


From: Greg Lippmann 

Sent: 06/23/2007 06:59 M BDT 

To: Michael Seorge/N8WYork/DBNA/DeuBa0DBAinericas6DBAMERICAS8DEUBAINT 
Subject: Re: Bear: Will Provide S3.2B To Its High-Grade Hedge Fund 

Yup this is the beginning of phase 2 (the bulls still can’t see it), sales by 
the longs and. how do you think the foreign banks will feel when they see that 

the true mark for what they have is this could be the end of the cdo 

biz. I want to print 100% of verticals monday list. Please be involved. 


Sent from my BiackBerry Handheld. 


From: Michael George 

Sent: 06/23/2007 04:12 AM EDT 

To: Greg LippmanQ/NewYork/DBNA/DeuBa8DaAinericas0DBAMERICAS8DEUBAJNT 
Subject: Re: Bear: Will Provide $3.2B To Its High-Grade Hedge Fund 

Reading the Bear CFO's statement to the press 

'The market for CDOs will stabilise and then they'll resume asset sales” . 

How they expect this to happen with Ralphie Fund overhanging the market beats 

me there's the 3.2bn from Bear... plus Citi's repo positions plus 

Bracaps market will continue to go down until prices reach a level 

attractive enuff to attract new capital. 

Michael R George 
Managing Director 
Deutsche Bank 
60 Wall Street 
New York, NY 10013 
+1-212-250-6819 
+1-917-459-3207 

Sent from my BiackBerry Handheld. 


From: Greg Lippmann 

Sent: 06/22/2007 11:24 PM EDT 

To: Michael George 

Subject: Fw: Bear: Will Provide S3.2 'b to Its High-Grade Hedge Fund 
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Sent front my BiackBerry Handheld. 


From: Ted Meyer 

Sent: 06/22/2007 05:30 PM EDT 

To; Alan Cloete; Alex Crossman; Barry Bausano; Greg Lippmann; Joseph 
Randazzo; Matt Connolly; Michele Allison; Patrick McKenna; Philip Weingord; 
Renee Calabro; Richard Walker; Robert Khuzaaii 

Subject: Bear: Will Provide S3.2B To Its High-Grade Hedge Fund 


Bear: Will Provide $3.2B To Its High-Grade Hedge Fund 
(Dow Jones 06/22 14:06:56) 

NEW YORK (Dow Jones) — Bear Steams. Chief Financial Officer Sam Molinaro said 
Friday that the bank's financial condition remains strong, as it seeks to 
raise $3.2 billion to shore up its troubled hedge funds business. 

In a conference call, Bear Steans* Molinaro said that the bank's financial 
condition remains strong and its has "an^le liquidity" for the $3.2 billion 
loan extended to one of its troubled hedge funds. The bank is seeking to 
facilitate an orderly deleveraging of its hedge funds, which have 
experienced significant liquidity problems over the last few weeks. 

While valuations have clearly been pressured over the past couple of weeks, 
he said Bear Stearns has more than adequate collateral to cover its 
liabilities. 

But Molinaro pointed out that exact figures are difficult to gauge, given 
the "fluidity" of current market conditions. . . 

Bear confirmed the financing Friday as the fund's managers struggled to 
settle their debts to a group of Wall Street lenders, including Deutsche 
Bank AG (DB) , Merrill Lynch & Co. (MER) and Lehman Brothers Holdings Inc. 

<LEH} . 

Earlier this week, creditor Merrill Lynch was the first among creditors to 
seize collateral - much of it mortgage-backed debt - from Bear's internal 
hedge funds, the High Grade Strategies Fund and its High Grade Credit 
Strategies Enhanced Leverage Fund. Merrill held an auction of $100 million 
of seized assets Thursday. 

Bear's intervention appears to have nipped further such action in the bud. 
Molinaro said Friday that "all of the threats of liquidations have been 
pulled while we're negotiating with counterparties.” Earlier this week, 
creditors were circulating lists of assets for sale in an attempt to curb 
their exposure. Merrill went ahead and sold a fraction of its $650 million 
up for sale while Lehman Brothers put $400 million on the block Thursday, 
according to a source. 

Nevertheless, he conceded that values. of the collateral in two troubled 
hedge funds have been "beaten down" in the past couple of weeks. 

"Some assets are being sold to dealers," Molinaro said, adding "the 
situation is fluid." 

The deleveraging may take several months to con^lete, in a gradual process 
to avoid overburdening the market. 

Bear is hoping that market conditions will stabilize in the meantime. It 
will take "several months to wind down the asset levels,” he^ said. 

Responding to a question about the covenants Involved In the Bear Steams 
loan, Molinaro said "we haven’t cortpletely drilled down on this issue" and 
that it will "take several months to work this out." 

The executive said he didn’t envisage any inpact on Bear Steams' reputation 
from the troubles of its hedge fund business. 

Asked about the timeline of the deterioration, Molinaro said the funds . 
recorded their first negative performance in March, after 40 quarters of 
profit. 

The redenption requests started to arrive in April, and the pressure 
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intensified, from there.. ”1 believe we closed the fund to reden^stions in " 

May," said Molinaro. 

The losses multiplied as the values of the portfolios sank. The inability to 
satisfy margin calls triggered more declines, he said, describing the event 
as a "vicious circle." 


Bear Puts Up $3.2B i Seeks To Explain Funds Slow-Motion Crash 
{Dow Jones 06/22 17:20:31) 

By Emily Barrett 

NEW YORK (Dow Jones) — Bear Stearns Cos (BSC) stepped into the melee 
surrounding its troubled hedge funds business Friday with some urgent 
finances, and an atten^t to explain how the slow-motion subprime landslide 
engulfed some of its most leveraged investments. 

The damage control con^s days after it emerged that two Bear hedge funds - 
the High Grade Structured Credit Fiind and High Grade Structured Credit 
Enhanced Leverage Fund - were foundering on bad investments in the subprime 
mortgage market. 

Wall street banks were circling and Merrill Lynch (MER) was first to. swoop, 
seizing around $1 billion in debt to auction in a fire sale. 

In a conference call Friday, Sam Molinaro, Bear's chief financial officer, 
first sought to reassure investors of the bank's financial strength, 
obseirving that the investment bank can easily cover the .$3.2 billion it 
plans to inject into one of the two troubled hedge funds - the High-Grade 
Fund. He also pointed out that the bank's mortgage business is in good 
health, and that Bear had no "material" lending exposure to the funds in the 
first place. 

Bear Faces Criticism As Investors Mull Deal 

Not all stock market observers are persuaded. Punk Ziegel analyst Richard 
Bove says Bear's loan is a poor use of investor funds. Shareholders are 
"faced with the fact that the cbmpany may be lending money at below the 
rate" it earns on capital invested into the fund, he said, noting that 
"there is no good way" to determine the value of the fund's assets. 

"It is also inportant to understand that $3.2 billion, if this is the right 
number, is 24.8% of Bear Stearns common equity,” Bove says. "This is no 
small bet.” 

That view was reflected in late trade. Shares in Bear Stearns closed down 
1.4% at $143.75 on a day when broad concerns about the deterioration in 
securities tied to subprime mortgages pushed down the financial services 
sector and the main market indexes. 

Only An Episode in Subprime Drama 

It's becoming clear that Friday's action is only an episode in the drama 
that began back in March, and is far from over. 

Back In February, as delinquencies mounted among subprime borrowers, and 
mortgage lenders started to fail, the securities that ultimately bundle 
these risky loans began to suffer. This had a knock-on effect on the 
riskiest layer of the debt structures held by investors such as the two 
hedge funds. 

Molinaro conceded that the funds' investments recorded their first negative 
returns back in March. The first redemption requests from lenders caime in 
April. Declining values triggered margin calls among lenders, which then 
created a "vicious circle, " the executive explained. 

"I believe we closed the fund to redemptions in May,” he said. 

Molinaro warned that the value of the funds' assets had taken a blow in 
recent weeks, and it may take months for the total debts to be unwound. 

Investors Friday were hazarding predictions of their own, asking who might 
be next with an uncomfortable call to investors. 

"It's not over," said Michael Cheah, portfolio manager at AIG SunAmerica 


Confidential Treatewnt ^quested by DBSI DBSI_PSI_ElStAJI.D25845' 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00125 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



122 


Footnote Exhibits - Page 0874 

Asset Managenrent in Jersey City, N.J. 

"We have seen how an extremely experienced grot^ of people in the 
mortgage-backed world could lose so much money," he said. "I would be 
shocked if they were the only ones." 

Define "Orderly Deleveraging" 

Bear is relying heavily on what it describes as an -orderly deleveraging" to 
clear the decks at the two funds - particularly the Enhanced Fund, whose 
fate remains unclear. Any sudden duBping of the riskiest assets on an 
already fragile market could send their value - the funds' collateral - into 
a nosedive . 

The bank can most likely count on buyers in time, however., A senior merger 
arbitrage trader at a large New York hedge fund said he believed Bear would 
recover its loan in full "unless, of course, no one bids for these CDOs and 
the price plummets." 

"But I think someone will buy them - the world has not changed that much, " 
he said. 

CDOs refer to collateralized debt obligations, con^ilex structured products 
based on pools of assets - in this case, loans to borrowers with poor credit 
histories. 

The bank's hopes for a tidy resolution met with bemusement from some market . 
participants Friday. "Orderly is a pretty subiective term," said Derrick 
Wulf of Dwight Asset Management. 

"More orderly than a fire sale? Sure," he said. 

The bank has restored calm on this level - the threatened fire sales haven't 
materialized. Merrill went ahead and sold a fraction of the $850 million in 
collateral it reclaimed, while Dehman Brothers (LEH) put $400 million on the 
block Thursday, according to a source, cantor Fitzgerald was said to have 
also sold $400'million. 

Bear's intervention appears to have nipped such action in the bud. Moiinaro- 
said Friday that "all of the threats of liquidations have been pulled while 
we're negotiating with counterparties." 


Ted Meyer 

Director, Head of Media Relations - Americas 

Deutsche Bank 

60 Wall St., 2l5t floor 

phJ 212-?50-7253 

mo; 917-670-2132 

ted.meyec0db.com 
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Greg To; ed-dii.^@db,c«n 

Lippmano “• 

Subject: pFw; matenals 


09/20/2005 
07:13 PM 


please print me out 3 cof^es of each of these (and staple them) 


" Redacted by the Permaneat 
Subcommittee on investigatioos 


Greg H. Lip^ann 
Managing Director 
Deuteche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, NewYork 10005 

Phone (212) 250-7730 

Fax (212) 79 7-2201 

Mobile (917)^|||||||BPP 

•— Fofwardsd by Greg i.ippmanitMswYoric/DBNA/OeuBe o 
Greg Lippmanrt 


09/20/200S 07:1 3 PM- 


Amln Ar)(>mand/N0NYo(krDBNA/OeuBaQD8NA 


09M 9/2005 07:08 PM 


here is the bear case for the product 


here is a way to do it 'MUi little to no negative carry 


Greg H. Lippmann 
Managing Director 
Deutsche Bank Securities Inc. 
3rd Floor 
60 Wall Street 
New York, New York 10005 
Phone (212) 2S0-7730 
Fax (212) 79 7-2201 
Mobile {gi7)iMW 



I Type: appJication/octet'Stream 
: Name: The Bear Case For Home Equity Mezzanines.ppt 


:jC[ l.«,pRr|„ilv Short Portfolio Sep 2005.pdf ! Type: application^c^-st^eam 

; iNaine: Lcmg Equity Short Portfolio Sep 2005.pdf 
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Shorting Home Equity Mezzanine Tranches 


A (tralegy to cash In on a slavrina housbig market 


Deutsche Bank 


m 


1 
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SMcBy private t sonfUenti^ 

Summary 


vester einasses a bearish view on ttx 
.S Home Prices) by shorting (or buying pfotaction on) a 
Equity credos 


basket of mea^kia Homs 


We believe this predud is (he moat efficient wayto express these views; more dficiwt than 
shorting stocks d homebuUdere. REITs, the S&P SOO, etc. We are kit^ested in hearing of otho- 
Meas 


• Since Nov 2004, spreads for Bea3 assets have compressed from 350DM to ITOOM and for 
Baa3 assets from zOOOM to t30OM, biO if anytiurtg, risk of a housins btrt>ble / defaiOht has only 
increased with the eontrnuedproHferation of sSemative mortgage products such as tOs, sient 
seconds and option ARMs. These products have becwne increa^ngty popular as fnme (Kice 
frtcreases conbnue to outstrip wage growOh 

• Though each deal has certutt idlosyrtcrasies that on the margin make one deal better or worse, 
from e default perspective, the risk tn the asset class remains a macroeconorr^ risk -e.g. all 
pods have thousands of loans and are geographleatly dspersed wittt ^aar credit sewing 
modds artd underwriting procedures across bsuers with defairits uIttmateV drivwi t^ 3 ihmgs: 
home prices. Interest rates (paycnenl shocks and abUity to refirrartee/ntove) and unemdoymeitt 

• Historical data d»w that losses In subprime mortgage collateral are drongiy negativdy 
correlaied with home price eymadattort. both In default frequtney and severity, m a scenario 
whwe home prices gtw signMcataiy slenw than what has been seen in the (ast few years, 
ospeciaily in n«h growth states such as California arvd Florida, one may expect losses to be 
BUKttfltiatty highw than what has been experiertced in the recent past. The result ewiid be 
more dnmatie should prices sdually (tocline 

• Rating sgsneies' ratkw models for subprtme mortgage lending wtterta and bond subortf nation 
levels ere besed larger orv perfermartce experience that has mostly aecumidated dnee the 
mid-1990s, when the nation s housing markd has been boorrdng 

« In a flat housing market, most sut^rime RMBS rated BBB- or BBB mey come under severe 
stress. DramaM spreed widming. downgrades or even lose of principal and Interest coirid 
result 


Omitsche Bank 


m 


3 
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Spreads for BBS & BBB- home equity tranches have 
tightened since summer 2003 



-AA A BBB BBB- 


Deutsche Bank 


m 


4 
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Over 50% of outstanding subprime mortgages are 
located in the MSAs with double digit 5-year average of 
annual home price growth rates 



Deutsche Bank 


m 
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There is a strong negative correlation between home 
price appreciation and loss severity 



Deutsche Bank 


a 
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Slridlv {xtvate S coniidHitia! 

Loss severity ratios have been strongly negatively 
correlated with home price appreciation rates 

■ in 9te chart on the prewous page 

* DefauSs are OeRitad as toens eidiing pools when being m«e 90 days in d^quency, 
in foreclosure or h REO 

* Ordy loans belong to pocdawtwe tosses are reported by LoanPeiformance are itwiuded 
but zero severity bquldattons are else intiuded 

* For wch IndMduel loans, d toss amount exceed the outstanding balartce, actu^ loss 
amount will bo used @.e. loss aovarity nrilos above 100% are aBowad.} 


■ Most MSAs Vi4th loss severity rafos above 60% are smaller ones wth relatively 
few samples, such as EImn, NY (75%), Terre Haute, IN (74%) Cumberland, 
MD-WV (73%) and UMA,OH (72%). Larger MSAs with high loss severity ratios 
include Pltt^urgh, PA (59%). Dayton, OH (56%), Indianapolis, IN (52%) and 
Cleveland-Elyria-Mentor, OH (49%) 

■ Some larger MSAs with Ngh home price appreciation rates had very low loss 
severity ratios. These include Los Angeles (1%). Rh/er^de-San Bemardino- 
Ontorio, CA (2%), Nassau-SuSoIk, NY (3%) and Fort Lauderdale-Pompano 
Qeach-Deerfield Seacdi, FL (3%) 
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VerDate Nov 24 2008 


Footnote Exhibits - Page 0883 


Defaults of subprime mortgages are also strongly 
negatively correlated with home price growth rates 
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Footnote Exhibits - Page 0884 


High HPA rates played major roles In good 
performance of subprime mortgages in past few years 

As abwe 

■ Mor^sges located in d>e quaitite of MSAs with lowest home price growth have 

beer) three times as likely to default as those in quartile of MSAs with highest 

home |»ice growdi 

■ Generally, MSte vnth doubie^git home price ^^edation rates have been 
experiencing loss severity ratios less than 20%, many such MSAs had loss 
severity ratios less than 10% 

■ At the same time, MSAs with home (mce growth rates below S%, on average, . 
had loss severity ratios around 40% 

■ A majority of mortgages ori^nated in the past few years are in areas with 
double-digit home price appredation rates 

■ if home price appreciation rates slow-down to 5% p.a. for MSAs currently living 
double-digit rales, losses (both defaults and severity ratios) may increase 
substantially in these MSAs 
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Footnote Exhibits - Page 0885 


HEL ABS sector has been experiencing fast growth in 
recent years 
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Footnote Exhibits - Page 0886 


Smcliy private & GonM«mi8l 

Most top issuers are not regulated banks 


10 originator4ssuer kt 2004 

Name 

Ameriquest / Argent 
Countrywide 
Letmen Brothers 
GMAC-RFC 
New Century 
First Frartkiirt 
CSFB 
Option Orte 
Fremont 

Washingtort Mutual 


2004 Vc4ume 
S5.t26 
40.602 
27.336 
2S.988 
22.306 
19.522 
16.152 
17.526 
15.294 
13.926 
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Footnote Exhibits - Page 0887 


Stridtjr private S confidentiat 

Top subprime mortgage lenders in 2004 



SoufM: (naftto Matgapc Fmanee Putlications 
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Footnote Exhibits - Page 0888 


Subprime mortgages originated in 2004 by 
state 



Sourer ieen Perfamm^^ 
Deutsche Bank 


13 


Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAIL00S029C 




VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 


Frm 00140 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


137 


Footnote Exhibits - Page 0889 


SMcOy prti/att S conWsirti«l 

Loan characteristics from major issuers’ recent deals 


ARM% Type 


Loan 


WA RCO WA CLW 
RCO <8U CL1V >80 


» 


P^y- Soper LowfNo 
back Stataa* Doe 


Invest 


Ameriquest 82.1% ARU 189,788 
Fiietl 166,490 
Argent 78.3% ARM 187,054 
Filed 168.356 
Countrywide 81.6% ARM 169,660 
Fbed 174,620 
FirstFranMin 89.2% ARM 206.112 
Fi»d 140,583 
Fremont 88.6% ARM 225.543 

Filed 217,161 
Long Beach 91.3% ARM 210.158 
Fiad 144,649 
NewCsnIury 66.4% ARM 206.019 
Filed 155,331 
OpSonOne 69.8% ARM 177.223 
Feed 155.631 
ParkFhaee 60.6% ARM 176.112 
Fled 168,789 
WMC 689% ARM 248.523 

Filed 168.502 


etM 2$.2 780 

679 4J 76.1 

603 253 85.3 

632 180 7S3 

807 22.4 64.1 

607 20.4 7S.4 

654 2.0 91.7 

652 3.6 690 

616 19.4 640 

629 10.6 76.9 

634 12.1 Sl.t 

657 S3 810 

622 170 66.0 

626 11.8 76.5 

605 25 6 79.6 

631 106 78.2 

606 26 5 85.5 

633 14.6 76.9 

636 10.9 63.9 

641 7.4 76.4 


489 1.3 0.9 

430 0.9 1.1 

68.4 0.0 10.2 

44.4 0.0 S3 

540 34.6 18.5 

340 9.5 7.1 

760 52.6 16.9 

713 6.4 4.0 

630 21.7 41.0 
40.7 00 12,1 

77.2 28.4 53.9 

43.1 0-0 25.0 

670 22-4 250 

389 0.0 6.1 

443 72 9.7 

40.4 1.0 5.2 

67.4 09 ( 3.1 

419 0.2 49 

45.4 30.1 14.6 

390 0.0 40 


34.3 

34.3 

43.6 

53.2 

45.4 

49.7 
439 

23.8 
439 
38-7 

53.3 

36.8 

52.3 
46.2 
33-3 


539 

66.6 

50.2 


29.6 

16.4 

50.7 
28,1 
393 
29 0 

29.7 
37.9 

35.8 

29.8 
37-6 

37.9 

53.2 
359 

39.3 

29.5 
529 
279 
52-0 
41.2 


3.7 

4.7 
8,6 
5.3 
2.1 
2.2 

1.8 
0.6 
79 
6.6 
6.9 
21.0 


6.3 

10.3 

7.3 
5,1 
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Footnote Exhibits - Page 0890 


Sthetty prh/als S conWerUiti 

Typical home equity deals from major issuers 

Afflcriqued Long Beach New Century RASC 

»KtS-R1 2005-1 2005-1 2(S5-KS1 

Arm % 81.36% 92.49% 81.57% 88.89% 

Average Balance $173,130 $»>1,277 $187,239 $145,161 

WAC 7.65% 7.07% 7.06% 7.16% 

WA CLTV 76.98% 9a00% 94.47% 83.42% 

T; WA 1st Lien LTV 78.83% 80.51% 80.54% 80.53% 

^ Pigg^Ch 0.98% 49.96% 20 62% 16.12% 

S %aTV>88 58.89% 64.12% 72.64% 73.82% 

WAOD 41.28% 40.ffi% . 40.62% NA 

2 %OTI>40 85.35% 83.86% 61.16% NA 

Owner Oce. 94.72% 91.25% 91.76% 64.38% 

%CA 18.47% 40.62% 37.92% 15.20% 

Avg. FICO 819 • 631 623 603 

10% 0.00% 21.82% 16.97% 7.66% 

C AAA 18.50% 19.80% 19.60% 19.50% 

S AA 13.15% 12.40% 13.60% 12.75% 

2 A 7.75% 7.65% 8.15% 7.60% 

^ A- 6.75% 645% 7.05% 6.10% 

O BBS* 5.20% 645% 655% 4.75% 

a BBB 4.30% 4.45% 4.40% 3.55% 

<8 BBS- 3.10% 345% 3.20% 2.55% 
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Footnote Exhibits - Page 0891 


Where do 2004 and 2005 vintage Baa3 tranches stand 
compared with performance of past vintages? 


Kistorieal Cumutativ* Nat Loss Rate 

•set Hey 2005 

Vintage . ARM Fixed Rate 

2004 0i)4% 9.0SS 

2003 0.41% 0.4iK 

2002 1.19% 140% 

2001 2.69% 3.39% 

2000 4.76% 527% 

1999 5.33% 5.73% 

1898 836% 533% 

Averase Baa3 First*DoIiar Loss Rate 

(Lila«B« cemuletlve net teat nM tawNeh the Bttl tranche 
ea ne tt incut oeaee 

Vintage ■ FOL Rate 

2004 7.79% 

2005 7 35% 
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Footnote Exhibits - Page 0892 


Nearly $440 billion subprime mortgages will be 
experience payment shocks In the next 3 years 
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Footnote Exhibits - Page 0893 


arictty privatt S coRiiclenlial 

U.S. Residential Mortgage 

Single ^mily mor^ages 

■ mwtgages on single family (detached) houses 

■ not included; condos, town houses, co-ops, buildings wWt more than 1 units, 
commerdad properbes, etc. 

2-4 fomily mortgages 

■ mortgages on re^ential busings with 2 to 4 family units 

Multi-family mortgages 

■ usu^y considered as commercial mortgages 
Other residerttial mor^ages 

■ condos, town houses, co-ops. etc. 
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Footnote Exhibits - Page 0894 


Siricay (xnate i cmMenfitf 


The US Residential MBS Market 

Agency modBages ate mortgages that are in ^rtnie Mae, Fannie Mae and Freddie Mac 
programs. 

Ty^Hcai Fannie Mae / Freddie Mac requirements 

e btianeaiiTftS3S9.6S0tof20(B<sirgto<amilyhouse) 

■ loan priority: must be ent-ten 

■ (Mit-b>4ncome rffio Bmic 

- 38HformorlBege4eM 

- 33%torBWe«C( 

• cash-ouinotebOi>«T9Kl.TVpt«flnanee3 
e toan-t^vskie rsto Mt 9SH 

■ cndiNtioryFICO score M least 730 
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Footnote Exhibits - Page 0895 


Strictly private S cotMential 


Residential Mortgages (continued) 

■ CwtvenUonsI loans: tixed rale loans ki Fannie Mae and Fredda Mk programs 

■ GNMAIoansaranotav8ilat>tetottwg«\BrBlpub!ie 

■ Jumbo rrtottgage: a prime loan with a balance higher than the agerwy Omit. 

■ Prime mortgages: mortgages that are eitbar agency mortgages or Jumbo mortgages. 
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Footnote Exhibits - Page 0896 


Strielijr private S confidential 


Profile of traditional home equity product 

■ Low balance 

■ Secmd or tfunl fien 

• Crs(^ score tiwve 680 

■ Usually a refinvidng to taka out cash 

■ 1 S-yaar maturity (w shorter) 

■ CombNied loan-towalue (CLTV) ratio less than 100 

■ include home equity fines ol credit (secuilteed separately) 
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Footnote Exhibits - Page 0897 


Strictly pnvats ft 

Subprime (a.k.a. B&C) mortgages 

Often B first Sen irKRigage 
May be pinchase, cash out, etc. 

May be used for cash^ purposes or deM cwwe^etton 
Tyt^cat LTV around 80. may teach 100 
(Men have ;^gy-beck second Tim loans 

Includes FHA TSIe 1 loans and ottw home improvement loan products 
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Footnote Exhibits - Page 0898 


Products that may be riskier than traditional home 
equity/subprime mortgages have become popular 

Because tn« conUnusd lisiBr pace In heme pA* kffraeiatlan comparsd with wag* srewth, t^Klsrs have 

drvelepael e nunW of prsducB to enable bonowers m mot^ge peyments en^or s pay minimal dowrv 

painneid 

■ lOnw^i^es 

- t.QanontypeysUittiesllAlMIDpa(iod{usa9y2U5yBa(s) 

- Althee 9 iratienatthelOpsfiad.K«Acanva(lsisiullyam{Hfiiingloana 

- PaymentshockattheexpiraltCDCfSielOpencidmayssuss AbuitsOiwga 

■ Silwtt second mongagea 

- A stmuttanaeus pair of nm and aenMd Ian leans at* made St the origiRflion (usually SOK LTV tor the first 

ram and lOionHlTVfeitiesecondliBi^ 

- BorRMCtpays Riteernodoim-eBrniani 

- CMyOi#SrSianmort)aoetf>owet9inasecu1li£ationaKit.tVappeailDonlybe60%.QiittheborTcw»^i 
tandewy to default Is muehimh Mn a sue am IM Hen monBaOh' 

■ OpSonARMs 

- AlowberroMertDpeyeieeaMingirimvMMnMnumpayineniE 

- Indexed enmocng Treasury averw}a(MT A), USWcrOCFMt 

- Lately to have nagstNeamartsatlen 

• RecastefacftedulsetS^tnniversafymaypciBntiallycauseslBnifiesntpaymentshaeics 

■ Satad-ineome mortgage laena 

- IneomeoftlieberrBiwe ts isnolsub sU i itiH edpyllie documentation, nor Is it wsrtfied 

- B or ro w ers may Innats Interne to gel loensppftrved 

■ 4&-yeBr moixagea 

- Lengtnanad amontuilon senedula to matte mcndtiy paymertt smaller 

■ High dabMo-Irtcarrw ratio teens 

- OT1lorlheselaartsmayreedibeyondSm,laavingliilefDrmaborro>>«itopayo(tiereiQientes 
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Footnote Exhibits - Page 0899 


StriESIjr private S confidenOat 

Subprime mortgagors 


■ Demof^phically. this ttorrowei is *rrddc98 Americs* 

■ FbiandaDy, (Ms borrower 

- Has mismattaged his firancss (post delinquencies, foreclosures or banifft^cies. tow 
cretflt score) 

- Used ewessive leverage E>Ti and/or LTV) 

- Isca^-stn^ped^ergeemounl of cashout refi.) 

■ VAile ‘nsMer* th»i prime srxt )un^ borrowers, subprfme borrows 

- Are rtol dtrectiy impacted by stock merkel gyrations 

- Uve to homes that are more hquid, less v^atiie 
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Footnote Exhibits - Page 0900 


Shell)' prhiatB S confidgntial 

The channel of mortgage lending 


■ There are three ehanntis of tending mongages 

- RetaH - Loans are origfnaied m branches of the lender. The lender ewlr^s rrwst aspects 
of underwriting, induing creA cbecUrtg, Income veiiTiaieon. appraiser sdection, 
appraisal quality control, etc. The Mlginetor is more Needy to have local marled ImoNtdedge 

- Whede-sate - Loans are originated by brMeis who have regular business relaliortstups 
v^h lender. The lender may have an approval process In acc^ting a broKer to 
netwwti and may mordtor^t^oimance of a broker's origination. The lender cotdrois 
some aspects of ttte underwriting process but refies on the broker to do rdhers. 

- Corre^ondence - Loans are erif^rtated ^ rton-affiliated brokers accerdhig to die tenders 
underwriting maMx. The lender Is Skely to re-underwille the tosn in nnst aspects. 
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Footnote Exhibits - Page 0901 


Income documentation and verification 

■ Ftdl donsnentation. fuR verifieadon 

- Last 2 years' W2s 

- Last 2 mwflhs' pay stubs 

- letter from errqsloyef (verified by call) 

- Last 2 years' irmme tax raturrts (eefr-emptoyed onIjO 

- Last 2 monbis' bank statemeftts (verfried by call) 

■ Paibsify limited, Sght) documentabm 

» Some a Uw documentations are defIciBnt but usually one of Income w employmmt proofs 
Ut avaiteble 

■ No Irtcwne {stated incacne), no verlfleaeon 
-■ Nothmg Is availabla 


Deutsche Bank 


El 


26 


Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAEX)05029 ) 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 Frm 00153 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



150 


Footnote Exhibits - Page 0902 


Strictly private 8 ctmAderilial 

Appraisal process: the V in LTV 


> Most used form of appraisets 

- Full apprtrisel (10M appraisal) 

- Oiiv^by appraisal (20Ka|^alsa1) 

- ^ter i^ce opinioR (BPCf) 

- Aulemaled vaiuatiMt model (AVM) 

■ ^^ralsers are paid on the ease load, not value of the propeity 

■ Mo^ of appraisers' busirtess eome from lenders 

■ Many lenders also en^loy Irt-house ^praisers to control toe reality at appraisals 

■ Evan tor purchasa loefts, an appraisal is needed to mibgate the risir of fraud 
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Footnote Exhibits - Page 0903 


Business models of subprime lenders 

■ Balance ^eet lendiriQ 

- Pure lending on the cwnpart)^ own book is very rare fw major Imders 

■ V\niol»-toan sales 

- Newer lenders mostly rely on wtiM-iosn sales to di^>o$e loans 

- Established lenders ^en engage b> whote^oan sidM when they see oi^itunities 

- Whoie-loana sold w6 most llktfy be seeuittized by the buyer 

■ Secur^aetion 

- Securitaetion ere used for mafiy purposes, the most common among them 

• Lower cost of fun^g 

• Reise leverage 

- Release regulatory cental 

• Managing ride 
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Footnote Exhibits - Page 0904 


SthcQ)’ prKote S confUential 

What do credit ratings really mean? 


■ Most eommwi approach by raCinQ ^ncies 

- EstabTisha set of base ease assumptions 

• Default ^edosiffe) bequency 

• Loss severity ratio 

• Pr^yments 

• interest rate scenario 

- Establish AAA class stress assumptions 

- DefauH be«|uency for AAA. dapertd on the type of loans, may be 4 to 10 times of the 
base case 

• Mood/s taes slmut^ons to decide AAA credit enhancement O^onds should have no 
losses in 99.5% or more of the Emulated cases) 

- Committee declsloits are mostly involved in decidirtg the C/E 
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Footnote Exhibits - Page 0905 


StricSy & confidential 

What factors are used in deciding 
assumptions? 

• Factors used In determine the base case assumpfons Include: 

- Borrower characteristics (income, credit history, etc) 

- Loan (AaracdeiisUcs (LTV ratio, term, properly type, purpose, occup»>cy. Mi. etc) 

- Pool ^taracterrstics (eortcontrahort, «te) 

- Origlrator and servicer practices and toan programs 

- Macro and local ecmort^ corksUeration (amploymenL re^ estate madcet, etc.) 
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Footnote Exhibits - Page 0906 


Strictly private S confideRti^ 

Moody’s typical loss severity assumption 


n.B% 

' «aos 
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Footnote Exhibits - Page 0907 


S^cOr prtvstt & confUenSal 

Other issues rating agencies consider 


• Mortgage insurance 

- The presence «( Ml wB) reduce loss severity 

- Rating agencies generally essurrte that the servicer went be able to collect 100% of 
dams. A 'haircut* Is made to ttve rnoitgage insursnce 

- Haircut is made accofdlr^ to the rating 
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Over-collateralization: the most basic credit 
enhancement 

■ A deal Is over-oolMetsIteed Mtwi 

- The balance e( tfw pod Is target than Ihe aggregate balance of the bonds 

- CoDectlon proceeds ere first used to pay bonds’ Interest and principal 

■ Most mMtgage ASS deals use some form of over-coHaleralizatioit to enhance the credit for 

- Bondholder 

- Insurer 

• The exceptions are 

- Whole-loan deals issued by CSEs 

Some deals with issuer-guarattleed classes 

■ CX2 can be viewed as a spedal tranche thet b the first loss piece for the deal 


Deutsche Bank 


El 
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StrWytirMrte & eonMenlial 

Subordinate bonds act as cushion against 
losses 

• in a scniw-stb stnieture, in ea^ period, senior bonds have the priority in 

- Inlarast paym«iis 

- payments 

■ Sub bonds' interest paymertf may or may not have priority versus senior borKfs' principal 
pa^nents 


Deutsche Bank 


m 
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Typical home equity ABS structure: sequential with 
cross-over, OC turbo and step-down 



■ in the first few years, principal are paid 
secpjentiany amortg stHtior, mesanine and 
subordinate tranches 

■ OC can be built up fr«n tha initiai level by 
usbtg excess spreads to pay down principal 
of bonds 

■ After the cross^er d^, meBanine and 
subordinete bonds start to receive princi;^ 
simultanaousty with seniof bonds <^wide no 
trigger event occurs) 

■ After the step-dovm date, part of OC is 
released (provided no trigger event occurs) 

■ An optional radempdon (cfean-up) cali allows 
the servicer to cali the deal when the 
collateral pool is below 10% of the original 


Deutsche Bank 


IZl 
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SthcOr phvsta S confidenSti 

Deals with multiple collateral groups: Y-structure 


■ A deal may have moa one gtvup 
coHeimI, esdt supporting Ss enm sets of 

■ lower classes {or &C) may receive cash 
fr«n erUire pod 

■ This strudure enables ttN better 
performing group to aid the wwse 
perfdmlr^ one 

■ Triggm are more eompficaled 


Deutsche Bank 


m 
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Striethr K conWs'Aial 

Available funds cap: definition 


■ Maximum net WAC caps the coupon paid to bondholders 

■ Net WAC Is gross iMAC minus 

- Servidng fee 

- Tn^eefee 

- tnsunnce pernksn^an^ 

- to payment any) 

■ D«lgn^ to prevent bonds from defeuRIng because Interest mlsnatch {as opposed to 
eollatml performance) 

■ Capped-oiA amount b carried foruiard artd may be recouped In the next month 


Deutsche Sank 


IZ! 
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Greg To; “Richard AxUnxi" ■‘5Tchard.axiirod@moorecap.com> 
Uppmann 

Subject; Re: Daily Update 


08/26/2006 

01;06PM 


Hear what you are saying and in a norniai market your logic would be inarguable, but the 
demand for this crap is virtually entirely technically driiven, all cdos. And each 
person at the cdo table thinks someone else is the fool - cdo equity, ostensibly only 
two buyers one mutual funds in australia, hard to call them smart money, and one hedge 
fund in Chicago, magnetar; who is actually putting on a bearish correlation trade; bbb 
sold mostly ponzi-like to other cdos with limited distribution in europe and asia {we 
sold our first BBB in thailand this week) again hard to call that smart money. Aa and 
Junior AAA sold mostly to high grade cdos and to a certain extent european and asian 
banks and lastly the senior AAA, this may ultimately break the cdo market. In 05 for a 
time, we sold EVERY SINGLE one to AIG. They stepped out of the market in march of 06 
after speaking with me and our research people (and I don’t doubt other dealers). Since 
then it has been more hit and miss for us. Sometimes we sell to European banks but often 
(and for the last 3 deals) we are forced to put it into our commerical paper conduit at 
26 over. A correlation model would value this significantly wider. Why have we done this? 
It is not without reluctance and we are looking for ways to get out of this risk, but for 
now the view has been, we like the fees and the league table credit (and dammit we have a 
budget to make) and as the cp is a non mtm vehicle we can take some of this without 
caring that we are being picked off. That, at least at DB is nearing its end and from the 
guy at a delaer prop desk who we pitched yesterday on taking it, seems to be happening at 
other shops. He approached us in may with less than thrilling terms and we told him to 
pound sand. We asked him yesterday and he said we "were the tenth dealer to ask him in 
the last two weeks”. As this piece is 65% of the cap strucutre, a move of 10 bps on this 
would take 1.3% out of the equity return. But the bigger question than spread is capacity 
for us to take this risk. If this crap all blows this 'super senior' could easily be 
worth. 60 cents on the dollar if not 10. 

Another potential pin for the bubble vould be a signifcant shift in enhancement levels 
either for cdos or home eq abs which could come due to continued housing news causing pr 
pressure on the agencies. 

All that said, I do hear what you are saying and it is possible your view would/will be 
proven correct should the fundamentals of housing and abs trading continue to diverge. 

On the other hand in regards to our/my view, i am encouraged that in spite of the 
virility of the cdo bid, there are numerous examples of bonds blowing up — amsi 03-8 mv6 
at 66, Ibmlt 03-3 m4 at 30 oomlt 04-1, one bid 90 that tried to fade and us and 3 others 
at 85 (note option one is a top 5 name in abs) the tripling of serious deiinq in sabr 05- 
opl to over 6.5% since Ceb even though the avg mortgage age is now only 21 months ie 
hasn't reset yet, ace 06-fml m9 trading in a 275-325 market as more ox less a new issue. 
What I'm saying is that there is plenty of fundamental evidence that bonds are blowing up 
even as the new issue and index market are remaining buoyant. 


Sent from my BlackBerry Handheld. 


Original Message 

From: "Richard Axilrod" (richard.axilrodemoorecap.comj 
Sent: 08/26/2006 11:41 AM 
To: Greg Lippmann 
Subject: RE: Daily Update 


between now and december all measures of housmgjnftaKof^onegativej^^^ work by year end it isn't 
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going to 


Fronts Greg lippmann [maito:greg.iippmann@db.c»m3 
Sent! Friday, August 25, 2006 06:20 PM 
To: Richard Axiirod 
Subject: Re; Daity Update 


Single Names Recap 

Slow but not inert. 20(MWM in CDO ramp f»obab!y less than 100MM traded. There were 2 OWIC of hedge hinds 
getting short. 50 MM of good Baa3 bonds, which traded between 190 and 220. Another of weaker 2006 names. These 
traded as wide as 325 and as fight as 260. We haded about 100MM all in private non comp situetions except we did the 
325 on the craj^ 06 bond. 

Index 

Fairly active day for us with over 300MM in volume. There was some selling on the H and R Block / Option One News, but 
there wer;e a few CDO rampups that were pre-hedged by buylr^ the index ijto protect the spread art they buy the index 
now and if spreads tighten they have a profit on the index to ref^enish the iost arb from tighter spreads and if they widen 
the CDO arb is better offeetting the loss on the index trade) and as a result the index rallied 4-5bps. 


Greg H. Lippmann 
Managing Director 
Deutsche Bank Securities Inc. 
3rc! Floor 
60 Wall Street 
New Yori(. New Yoric 10005 
Phone (212) 250-7730 
Fax 1^12) 797-2201 


Rcdiclcd by Hw PtmucBt 
SebcMUBintc ea lamtipitoBs 


area Uppmann/NewYorWOBNA®«uBa T* Axilretf* <richard,8*ilro<l@me(.««p.( 

OW«006 07«1 PM R,: D«By Upd^l^Usk 


Daily Update 
Single Names 

Among ttie busiest days in the year with 6 official COOs ramping up and numerous ones privately looking for collateral. 
We showed ttdsto 10 different CDOs and traded with 7 of ^em, total volume roughly 100MM . Continued tiering evident 
with the ^htest names holding firm or tightening (a few seemed to widen 5 bps though in 8aa2) with certain other 
weaker names actually wdening out even with the robust v(^me. BBB- was in general stronger than BBB. There were 
also hedge frinds iooWng to get short and we sold protection on 135MM to 3 accounts. 

Similar to yesterday, another weak bond carrie out - OOMLT 04-2 M6 for which we bid 85 for and think traded around 90. 
Interestingly. Option One is considered among the very best names and the 04 collateral, due to robust home price 
ap^eciation, a fantastic vintage. 

Tomorrow there are two CDOs ramping up but we'd expect the day to be relatively quiet. 


index 
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Yesterdays gap higher held as the market ralfied roughty another basis point. Today was not quite as active as yesterday. 


Greg H. Lippmann 
Managing Director 
Deutsche Bank Securiti^ inc. 


3rd Fioor 

60 Wail Street 

New York, New Yoi1< 10005 

Phone (212) 250-7730 

Fax (212) 797- 2201 

Mobile (917)^MiM 


Greg Uppmann^ewYork/OBNA/DeuBa To *R)ch^ Axltrod* <ric^ard.B](itrod@moorecsp.com> 

cc 

08/24/2006 07:52 AM Subiact Rb: OaBy Uodala Link 


Single Names 


6 cdos looking for a total of 650MM today, if current trends persist, less than 325MM will actually trade. This is the first day 
this week with robust cdo demand, The beast is clearly not dead. 


weuneMidy levitsw. 

only one cdo attempted to ranp today, we trade one borvi wth them, a sast in ttte low/mid 200s. We traded another 
50MM with a few CDOs off market. We did not do any trades w^h the one large shorter who was in comp, but we had two 
of our guys come in to add to their trades for a total of 7SMM. ^o to show that this stuff can and does blow up, AMSI 03- 
8 MV6 was on a list from a COO manager. We were the high bid at $66 but they did not sell as the investors In the CDO 
certainly don't realize the market on the bond and setfing It would not only alert them, but also would cause some CDO 
triggers to fail shutting the equity off from cashflows. 


Index 

Wednesday 

trememdous volume In the morning but flows were balanced and the market wes largely unchanged-.ln the afternoon one 
large buyer came In lifting and the market rallied substanttally, though two way flovre were strong in the afternoon the 
market held it’s gains and closed 5-6 tighter. We traded nearly IBB on the day. 


Greg H. Lippmann 
Managing Director 
Deutsche Bank Securittes Inc. 
3rd Floor 
60 Wall Street 
New Yotlc, New York 10005 
Phone (212) 250-7730 
Fax (212) 797-2201 


— «■ Redacted by the PemaaeBt 

SobcoamfttceoB iBvcst^tioBi 


Greg LippmannMewYorWDBNA®eu8a To -Richate AxBrod’ <rie*i«rd.Bxilfod@moo(»cap.com> 

cc 

08 / 23 ' 20061100 /U 4 Sotiject R,: DbBv Uodato Link 
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8/22 Recap 
Single Names 

Monday 

Extreiroly slow with virtually zero CDO activitiy. We did see one dealer prop desk do a large offer wanted (i.e. they bought 
protection / got- short risk). We did a handtfu! of private trades both sides. 

Tuesday 

We did two iaige off market trades with CDOs, one for 8Cft4M and the other for 200MM. In a similar manner we had 80MM 
shorted protection bought) to us two hedge funds, making us 200MM shorter on the day. 

Thus far Wednesday sees only one CDO publicly looking fw 50MM white one hedge fund is iooidng to short 12Wy!M in 
comp. Note there are also about 200MM of cash bonds for sate today some of which are CDO looking to extend duration 
by selling seasoned bonds and buying new issues . 


Index 

Monday • Very slow, dealers still seem to be pushing the market lower. BBB- about 2 bps wider 

Tuesday- Volume continues to be largely dealer to dealer. Traded lower in the morning but rallied a trit in tire afternoon. 

Closed roughly flat. We are sterting to see retail interest in trades between the two series or between different ratings. 


Gres Lippmsnn/NeWroilUDBNArDeuae 
08/16/2006 »5;27miA 


To 'RIcfwrd Axiirod* <rldurd.ex3rod@n)Mrecap.com> 
ec 

Su^ect Re: Oafly Update 


8/18 cds recap 

BWZCs slo.w day just a few cdos attempting to ramp about 200MM wed bet less than lOOMM 
traded Othat way. One hf attended to short 150MM on owic. We taded some stuff in comp on 
boths side and also did a bunch of trades out of comp with cdo guys and hfs. Traded 
with two new egulty hedge funds who I had pitched last week, each shorted us about SOMK 
mix of baa2 and baa3. Shorts to us were Baa2 from 110-155 and baa3 from 215-255. 

Our total volume about. 200MM. 

ABX Plows: 

♦*Mkt weaker by abt 2bps in BBB-s. 

**Mkt was pushed lower by one dealer selling in size in the street. 

** We did see retail buying around the 100-06/07 area in the BBB-. 

**We saw some hedgies (whole loan traders, ARM traders) sell the index to 
hedge 


Sent from my BlackBerry Handheld. 


Original Message 

Prom: "Richard Axilrod" (richard.axilrodSmoorecap.com) 
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Sent: 08/1-7/2006 07:41 PM 
To: Greg Lippmann 
Subject: RE: Daily Update 


i doni get the flist snetence. the initials make no sense to me, but i would infer that the creators of cdos are buying 
protection?? are they always long tfie equity part? 


From: Greg Lippmann [maifto:greg.ltpfwnann@db.com} 

Sent: Thursday, August 17, 2006 07:16 PM 

To: Greg lippmann 

Cc; Richard Axilrod 

Subject: Re: Daily Update 


Richard. 

8/17 

Single Names 

in publicly announced BWIC and OViRC we saw for the first time in memory more people looipng to short CDS than to go 
long. The publicly announced attempted volume of CDO rampup was roughly 350MM, while on the short side it was 
300MM (less volume but more people). On BWIC, very few Baa2 traded as the arb really doesnt work. In Baa3 the range 
was 185 to 225 depending on the name; again very few traded. We’d estimate less than half and perhaps less than 
100MM of the 350MM haded. On the OWC side the names selected were among the worst names in ttie market and we 
tiitnk little traded vsitit many names being offered at 500 or vrider. Off bid liste we worked with both CDO managers and 
hedge funds to do trades in specific names that fit our or their axes. Net net we got shorter by about 100MM evenly split 
between B66 and BBB- with a total volume of trades this way of roi^hly 300MM. 

Index 

Flows were verly light. Morning the market widened a bit and in the afternoon there was a small rally. On the day index 2 
was unchanged as was BBB- of index 1 . BBB of index 1 was down 1/32. 


I may take tot7K>rrow off but wll be available on blackberry and cell phone but may not write an end of day summary. I will 
continue it next week. 


Greg H. Lippmann 
Managing Director 
Deuteche Bank Securities Inc. 


3fd Floor 
60 Wall Street 


New Yoric. New York 10005 
Phone (212) 250-7730 
Fax (212)797-2201 
Mobile (917) 


Redacted by Ike PemancDi 

Sabconmiitec an Invesllgatiaas 


Ores LIppmann/NewYork/OBNA/OeuBa 
08/16/2006 06:13 PtA 


To fiehard.ixtlrod@moorecap.eom 
Subjeel Daily Update 


Single Names; 

Today tttere was 5 cdos ramping looWng to get 500MM of coHaterai. Top tier names seem to have stopped trading as ttta 


>nfidential Treatment Requested by DBSI 


DBSI_PSI_EMAE^I6!824i 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm00169 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




166 


VerDate Nov 24 2008 


Footnote Exhibits - Page 0918 

arb for them no longer works. Less than 50 % of the ftsts trad^, thus we would guess in the absence of orders the street 
got shorter by 200MM via bid itste (we were shorted about 25(MM from 3 hedge hjnds and privately shorted about 
100MM to 3 cdos not on t^d lists and also fraded some bonds on the lists net probably we are a bit longer, realty less 
short and still more than IBB). Neariy the entirety of the volume was in mid tier names which tend^ to trade from 100 to 
126 for Baa2 and 200-242 for Baa3. Anecdotaly, we continue to see foe weakest names trading wider while the best ones 
stay flat or tighten in a bit with the mid tier ones a tn't messier. 


Here is a list of names we sent to one hedge fund who traded 10MM of the 6 highiigted ones with us at the included 
levels. 

(attachment "diverse basket august 1 5.xls" deleted by Greg Lippmann/NewYork^BNA/DeuBa] 

Index: 

Over the last week the BBB and BBB- are vnder by about 10 and 20 bps respec^vely from the tights. Simitar to the rally 
which seemed to us to be on very small volume and driven by dealers covering their ^ngle name shorts into CDOs by 
titling street offers, the decline in index prices has been on tirrtited volume. There has been some hedge fond selling of the 
index but its been more limited than it had been foe last few weeks, potentially an ominous sign should their interest 
become piqued aney. Thus the main driver behind the decine has been a lack of dealer sponshorship indicating perhaps 
that dealers are comfortable with the current state of foe positions. We did see larger movement spost toe housing 
numbers of the last two days toan we had seen after previously similar negative economic numt^rs. We did see a few 
fest money accounts come in to cover a bit at the days lows. 

abx 2 

market spread day change 
BBB 100-7/ 13 127/121 -4/32 

BBB- 100-5/ 11 237/232 -10/32 

abx 1 

BBB 1 00-23 / 29 1 32/1 26 -2/32 
BBB- 101-5/11 231/225-6/32 


Greg H. Lippmann 
Managing Director 
Deutsche Bank Securities Inc. 
3rd Floor 
60Wa«Stre^ 

New York, N 
Phone (212) 

Fax (212) 79 
Mobile (917) 


ew York 10005 

250-7730 

7-2201 



This e-mail may contain confidential and/or privileged information. If you are not the intended recipient (or have received 
tois e-mail in error) please notify toe sender immediately and destroy this e-mail. Any unauthorized copying, disclosure or 
distribution of the material in this e-mail is strictiy forbidden. 
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this e-mail in error) please notily ttie sender immediately and destroy this e-mail. Any unauthorized copying, disclosure or 
disbibuSon of the materia) in this e-rr^il is strictly forbidden. 
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From ; ROCKY KURIT A (DEUTSCHE BANK SECURI) <ROKURrrA@BBOTG> 

Sent: Thursday, May 12, 2005 7:08 PM 

To: GREG LPPMANN (DEUTSCHE BANK SECURI) <GREGLIP@BBOTG> 

Subject: 


Message Sent: 05/1 2/2005 15:08:14 

From: ROKURITA@BBOTG!ROCKY KURITApEUTSCHE BANK SECURIjl726i328663 
To; GREGLIP@BBOTGlGREG LIPPMANNpEUTSCHEBANK SECURI|l726j328663 

look, i know you think that i am an idiot and do not know how 
to trade in a bear maiket. i do not overestiamte the 
illiquidity in the mukel. i provide liquidity to investors b/c 
we have to support the larger frandiise. i understand how the 
markets move, i got smoked in mmt and you seem to think that 
that i ahve not learned from my mistakes, we have to make 
money, customer ht^pine^ is a secondary goal but we cannot 
lose sight of the trat^g desks other role of supporting new 
issue and the customer fmachise. if we get hit. i will hit 
back bids to cut my losses, i am not a stubborn mule, here are 
the gaicric levels of wher we bid cash: a3 +80/75, baal 
+130/125 baa2 +140/135 baa3 +200/190 


Permanent Subcommittee on Investigations 1 
Wait Street & The Financial Crisis t 
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GREGLIP@bioomberg.Bet ToWBn»vn@Braddockfinancialconi 

cc 

02/01/2007 04:09 PM bcc 

SutgectRE; FW; Spread Widening Commentary Part 2 


=====Begin Message===== 

Message#: 7592 

Message Sent: 02/01/2007 16:09:32 

From: GREGLIPdblooraberg.netlGREG LI PPMANNl DEUTSCHE BANK SECURI t 1726| 328663 
To: WBrownSBraddockfinancial . coml I I ( 

Subject: RE: FW: Spread Widening Commentary Part 2 


there are very few abs people on this loop as i dont want to 
abs / cdo managers...! only send this to harvey b/c he is a 
friend. . .please please do not foward these emails outside of 
not want to be blamed by the new issue people for destroying 
will trade on 75 names.. 

Original Message 

From: Wyck Brown <WBrownSBraddockfinancial.coin> 

At: 2/01 16:06:33 


scare the buyers of 
personal 
your firm. . -i do 
their business. . .we 


I'd definitely like to get your commentary. . .no conplaining. 


Brandon's last name is "Jundt" and I’ve cc’d him on this. 


Bloomberg is probably best for both of us. 


I'll get some names over as soon as I can. How many of the 125 names do 
you ultimately narrow it down to? 


Harvey definitely listens to you and I don't 
market whose opinion he values more highly, 
why I like any trades I do for Galena street 
paycheck) , even if he already believes it is 


know of anyone in this 
I think he likes to hear 
(I have to justify my 
a good trade. 


Original Message 

From: greglip8bloomberg.net f mailto; qregliD6blooniberg.net ] 
Sent: Thursday, February 01, 2007 1:58 PM 
To: Wyck Brown 

Subject: Re: FW: Spread widening Commentary Part 2 


good seeing you too.do u really want to be on my loop of negative news 
?? only 

if you promise not to complain about how many negative stories i send 
out which 

are inconsistent with your worldview, if you still do, what is brandons 
last 

name / email and do u guys prefer on bloortib erg or email ? we can send 
you the 

net pnl of a trade that someone else did...i think if you pick 125 names 
i 

promise that i will give you my view on the ones that work best that 
also fit my 

book.... as for harvey i am confident that if 1 tell harvey it is a 
great trade, 
he believes me, no? 

Original Message 

From: Wyck Brown <WBrown8Braddockfinancial.com> 
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At: 2/01 15:52:21 

Greg, it was good to see you at ASF. .I’d like to get the earlier 
publication you mention here and would very BHicb appreciate it if you 
could add Brandon and my names to your coraiventary emails. 

Brandon and I are putting together a list of names for the correlation 
trade. Can you show me an exan?>le, in terms of marks and profitability 
of what the trade would have looked like if we had put it on last 
Septentoer and kept it on till today? It will help me discuss the idea 
with Harvey in terms of §'s and cents. 

Any suggestions you might have regarding that particular trade before we 
actually put it on, I'd appreciate discussing with you. 

Thx. 

-wyck 


Original Message 

From: harveyb8bloomberg.net { mailto:harvevb8bloombera.net l 
Sent: Thursday, February 01, 2007 1:36 PM 
To: Wyck Brown 

Subject: Fwd: Spread Widening Commentary Part 2 
1 

Original Msg from: GREG LIPPMANN, DEUTSCHE BANK SECURI At; 2/01 

12:52:15 

Here are some of my additional thoughts on the continued widening of 
the basis 

between the abx and the single names. 

Recently, I wrote in detail about this. - If you don't have that and/or 
would like me to resend, please let me know. Here are some additional 
thoughts on this topic. As this basis continues to widen it is being 
driven by three things, fewer accounts looking to speculate in the 
indexes 

from the long side given the price action (while at the same time, 
single 

name cds demand to sell protection has not ebbed as the new issue cdo 
market remains robust} and it would seem increased dealer shorts for a 
trade or to hedge various wharehouses (cdos, residuals, whole loan 
pipelines etc) . Most importantly perhaps though is the abs trading desk 
realization and unwillingness to take on an unpleasant single name / 
index 

cds basis. As dealers buy protection on single name abs from cdos, 
typically they sell protection on the index. As most credits of the 
hundreds of metz abs deals done in late 05/06 can be more or less 
'mapped' 

to specific index credits, we can assume for illustrative purposes that 
the only single names that exist are these 20. Let's say a dealer wants 
to 

be flat abs risk and they have just sold protection to a hedge fund on 
the 

06-2 BBB-, they will attempt to buy protection on each of the index 
constituents from cdos. 06-2 (06-1 and 07-1 are similar) is composed of 
5 

very tight credits that are in constant demand from cdos, 10 reasonable 
credits and 5 credits that are virtually shunned by cdo managers. Thus 
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the 

dealer will find that he is unable to buy protection on these widest 
names 

and will need to be long risk or flat risk but relative to the 
composition 

of the index, be short risk on relatively good names and long risk on 
the 

weak ones. As the basis between the worst 5 credits and the rest of the 
market has continued to widen, dealers have become increasingly 
reluctant 

to sell protection on the index because it is tantamount to selling 
protection on names for which they would not eagerly offer single name 
cds 

protection. 

Does this mean that investors should buy protection on the index. In a 
word, no. Buying protection on the index does get an investor 208 
exposure 

to weak names that they would have difficulty shorting in the single 
name 

market, but the cost to this is two-fold: 1 - they also implicitly are 
buying protection on the 201 of the market that trades tightest and on 
■ which they might avoid buying protection. And, given the aforementioned 
dealer reluctance to sell protection on the index, the basis between 
where 

we would offer protection on all the single names in the index compared 
to 

the index level has widened as well. Thus one can buy protection on 
single 

names tighter than buying it in the index and pay less total carry while 
retaining the substantial cheapest to deliver optionality of the single 
names. We think an even better way to play this is to avoid the 5 best 
and 

worst names and one can get the trade done at an even tighter level to 
the 

index. Ignoring only the 5 widest bring the index/single spread to well 
over 100 bps. 

This is because when we say you can buy protection on- all 20 names x bps 
tighter than the index, we are really saying you can buy protection on 
each single name at a different level such that the average is an 
attractive level compared to the index. Reading between the lines, we 
are 

making some bonds much tighter than the index and others much much 
wider. 

Further the bid ask on the widest ones, given our relative inability to 
place them in cdos may be 100 or more bps. Thus if one was quoted say a 
700-900 market in a bond, one might never consider trading that name, 
but 

in essence by buying protection on the index instead of a group of 
reasonable single names, that is what one is doing. 

A final thought on the index vs single name. As the index market has 
undergone substantial price declines, while cdo volumes have remained 
high, the liquidity in the abx has dripped dramatically compared to the 
single name market. At best screen markets are generally half point and 
in 

many cases are a point, this is roughly the same as the single name 
market 

for roost credits. Further while the index market levels work for 
10-25MM, 

we have recently seen markets move 1/2 to 1 pt on very small volume. 

In single names, we are comfortable showing levels on say 20 single name 

/ ' 
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credits where our quotes work for 5-20MM pet name and 250MM total block 
trade (we have done even larger trades) . 

In sum, the widening in the single name market has been less than the 
more heralded move in the index and a convergence of this basis could 
occur while at the same time we remain convinced of the long run 
relative 

attractiveness of being long single name protection over index 
protection 

and the potential for excess returns from picking a more sensible basket 
of names than the highly divergent con 5 »osition in the indexes- 


This has been prepared solely for informational purposes. It is not an 
offer, recommendation or solicitation to buy or sell, not is it an 
official confirmation of terms. It is based on information generally 
available to the public from sources believed to be reliable. No 
representation is made that it is accurate or coH?>lete or that any 
returns indicated will be achieved. Changes to assumptions may have a 
material impact on any returns detailed. Past performance is not 
indicative of future returns. Price and availability are subject to 
change without notice. Additional information is available upon request. 

a=:=ar=End Message===== 
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Rajeev 

Misra/DMGGM/DMG 

UK/l»euBa@l>BEM£A 

02/24/2007 05:31 AM 


Footnote Exhibits - Page 0998 

ToGreg 

Lippmonn^ewYork/DBNA/DeuB8@DBAmericas(^BAMERICA: 

oc 

bcc 

StibjectRe: Home Equity Risk 


Thanks. Excellent summary. 


Sent from my BlackBerry Handheld. 


Fcom; Greg Lippmann 
Sent: 02/23/2007 06:58 PM 
To: Anshu Jain 

Cc: Rajeev Misra; Richard DAlbert; Alex Grossman; Mark Perron; Jonathan Wills 
Subject: Home Equity Risk 

As per our conversation yesterday, here is an update of our Home Equity Exposure. 


Trading Desk 
Net Short 

2004 

2005 

2006 
2007 
Total 

Recent changes: 

Wednesday: 

Wednesday to Thursday increase: 

Thurday to Friday: 

Friday shorter by 500MM {we will 

CDO New Issue 
Warehouses: 

Total Notional 3.46£ 

2.4BBHome Equity. Estimated Hedge Ratio 100% 
200MM Prime Estimated Hege Ratio 20% 

BOMM CKB5 Estimated Hedge Ratio 10% 

600MM ABS CDOs 200% 

73MM Other CDOs 20% 

internal Hedges within CDO warehouse: 

265m ABS 

134MM CDO (2X hedge ratio) 

525MM delta of ABS Hedge 


short 3BB 
shorter by eoOMM 
shorter by 300>W 
offer this to CDO group) 


754MM 

1067MM 

1077MM 

34.5KM 

2.66BB 


BBB- Total 
443MM 1.2BB 

4131^ 1.5BB 

521MM 1.6BB 

83.5MM 0.17MM 

1.50BB 4.36BB 


We have lowered {but not eliminated) the hedge ratio for deals In which we are confident 
of exectutlon for example Blackrock is roughly 1.2BB of the total exposure. 

Target Hedge Net of internal Shorts 1.7BB in total 
Actual Hedgesl.2BB (4e0MM left to do): 

2BB Super Senior with roughly 33 delta - 600MM 
40 mm Single Name CDS 
550MM ABX 

We will do 480MM more Single Name CDS 


I Permanent Subcommittee on Inv estieatmns I 
Wall Street & The Financial Crisis I 
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Recent Trades 
2/22 lOOMM 06-1 BBS- 86.5 
2/22 400MM 06-2 BBB 76.625 
2/23 lOOMM 06-2BBB- 66.00 


Footnote Exhibits - Page 0999 


CDO Unsold Inventory Mix of Managed and Unmanaged Target Hedge 280MM Actual Hedge 280MM 
AA/A 35MM hedge ratio 2.25X 
BBB 50MM hedge ratio 3.25X 
BB nMM hedge ratio 4.25X 


Mortgage Wharehouse Lines 

Roughly 2.5BB of Subprime. Callable in 45 days varying haricuts, in some cases to highly 
rated counterparties (1.6BB of total}. We think the 200MM hedge that was put on in the 
last month is sufficient. 


Current Markets 

07-1 BBB 73-16 - 77-00 (1080/965) 

07-1 BBB- 67-28 - 69-00 (1500/1450) 

06-2 BBB 75-00 - 78-24 (1025/900) 

06-2 BBB- 69-00 - 70-16 (1425/1375) 

06-1 BBB 87-00 - 89-24 (690/575) 

06-1 BBB- 84-00 - 87-00 (950/825) 

Estimated basis between single names in index and index 4 pts. Note 06-1 consists of 20 
credits issued in 2nd half 2005, 06-2 first half 06, 07-1 second half 06. 


Greg K. Lippmann 

Managing Director 

Deutsche Bank Securities Inc. 


3rd Floor 

60 Wall Street 

New york, New York 10005 

Phone (212) 250-7730 

Fax (212) 797- 2201 

Mobile (917) 

greg. llppmannScib. com 


-- Redacted by the Ptmineiii 
SobcomBtoee oa lavcttigaiioM I 


anent 


Sent from my BlackBerry Handheld. 
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|i»IIiiiiin@bbotgTo; |reglip@bl>Mg 


11/08/2005 
04:05 PM 


cc; 

Subject: Fv«l: Re; Fwd; DB ABS CDS COMMMENTARY; CDO OH BABY! 
n/08/0S 


Message Sent: 11/08/2005 16;05;56 

From: JMILMAN@BBOTGiJORDAN MILMAN|DEUTSCHE BANK SECURI11726|328663 
To: GREGLIP@BBOTG|GREG LIPPMANNiDEUTSCHE BANK SECURI|17261328663 


— Ori^nal Msg from: IVELIN DOROVSKI, DEUTSCHE BANK AG At: 1 1/ 8 .16:05= 

thanks, you guys are remarking the cds accordingly, right? 

Original Message 

From: JORDAN MILMAN, DEUTSCHE BANK SECURJ 
At: 11/ 8 13:45 


Original Msg from: ROCKY KURJTA, DEUTSCHE BANK SECURI At: 1 1/ 8 8:0= 

8 

"CDO Oh Baby" by Vanilla Ice 

Yo vip let’s kick it! 

C D 0 oh baby, C D 0 oh baby 

All right, stop, coll^orate and listen 

Spreads are wide with a technical invasion 

Home Eq Subs were trading so tightly 

Until Hedge Funds Bot Protection d«Iy and nightly 

Will they stop? Yo I don't know 

Turn up the Arb and let’s go 

To the extreme Macro Funds do damage like a vandal 
Now, BBBs are trading vdth a new handle 
Print, even if the housing bubble looms 
There are never ends to real estate booms 
If there isaproblem, yo, we'll solve it 

Check out the spreads while my structurer revolves it 
C D 0 oh baby, C D 0 oh baby 

CDS Commentary 1 1/8/05 

We continued to see wide prints in the CDS HEQ as Credit Long Dealers 


continue to hedge/cover secondary cash positions, whole loan packages, CD= 
O 

equity, and synthetic longs. Baa2 HEQ CDS are printing north of +200 and * 
Baa3 

HEQ CDS are printing north of +325. When tabulating the total BWIC for 


protection(Sellers of protection, which includes CDOs and Hedge Funds 
unwinding), there will be over Slbln of credit risk that will leave the s= 
treet 

this week with focus on the Baa2/Baa3 part of the capital structure. We = 
expect 

spreads to stabilize or even tighten as a result. If spreads continue to = 
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widen, 

it will show the depth of the short in the market and the staying power o= 
f the 

Hedge Fund and Dealer Bid for protection. To put the amount of risk that = 
needs 

to be digested in a different way, Slbln in Baa2 and Baa3 HEQ risk would = 
be the 

equivalent of over $20bln of cash new issue tranrosactions if the BBB stac= 
k is 5% 

of the capital structure. If the dealer communtity can short that risk a= 
nd keep 

begging for more, it would indicate the following: 

A. Dealers have been on the wrong side of this spread move in much biggep= 
size 

than initially estimated. 

B. There are much more hedge funds than we thought buying credit protecti= 
on in 

HEQ. 

C. The technicals are overwhelming. Fundamentals are mcaiun^ess until sp= 
reads 

move significantly wider. Real money accounts did not participate at Baa3= 
spreads of +375 last year. 

D. The Hedge Funds are winning the battle against the CDOs 

E. The market is going wider. 

Other trends/observations; 

-Sin^e A/Baal HEQ CDS Spreads are leaking wider driven by Dealers that h* 
ave 

been lifted out of Baa2 and Baa3 protection by Hedge Funds. They seem to * 
be 

scrambling to buy anything to cover their risk. If spreads continue to wi* 
den on 

technicals, the credit curve will continue to steepen as Hedge Funds will- 

continue to focus on buying protection on the more levered parts of the c= 
ap 

structure. 

-We are seeing some Hedge Funds unwindind a small % of their short but th“ 
e 

staying power and the discipline of the Hedge Fund community to leave in = 
the 

money trades on has been surprising. Many Hedge Funds believe that Baa3 
EQ can 

take a principal loss. 

-RumOTS are that CDO Equity and Mez are struggling to get done. 

-There are no less than 20 CDO transactions ramping up but spreads still = 
widen. 

Dealers are taking on tremendous warehouse risk amidst the tremendous vol= 
atility 
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and spread widening. If the debt widens, dealers could be left holding a- 
bagof 

subprime HEQ risk just like they will be left holding keys to homes that= 
default. 


Recommendations: 

-For investors long protection, take some chips off the table, particular= 
ly in 

Baa3 HEQ, 

-Buy protection on BBB cards. Next shoe to drop? 

-Sell protection on Baa2 and Buy Protection on Baal HEQ. The credit curve® 
has 

steepened dramatically over the past week. 

-Buy protection on ME2 tranches of ABS CDO transactions. Sell protection = 
on 

single names or take down CDO Equity. 

-Sell protection up the cap structure in virtually all asset classes. We ® 
view 

these trades as funding trades more so than credit trades. 

Deutsche Bank ABS CDS Axes ! 1/08/05 


Daitsche Bank Securities Inc. has prepared this report based on 
information it believes to be accurate but does not guarantee 
its accuracy or completeness; ALL OFFERINGS ARE SUBJECT. 
Please contact the desk at x7730. 


HEQ GENERIC MARKETS. 

CALL DESK FOR TERMSHEET DETAILS 

NOTION BOND AVGL RATING BID/OFFER 

10.000 HEQ 5.00 Aaa + 1 3/+23 

10.000 HEQ 5.00 Aal +27/+47 

10.000 HEQ 5.00 Aa2 +29/+49 

10.000 HEQ 5.00 Aa3 +33/+53 

10.000 HEQ 5.00 A1 +57/+77 

10.000 HEQ 5.00 A2+62/+82 

10.000 HEQ 5.00 A3 +67/+87 

10.000 HEQ 5.00 Baal +155/+195 

10.000 HEQ 5.00 Baa2 +200/+210 
. 10.000 HEQ 5.00 Baa3 +300/+350 

10.000 HEQ 5.00 Bal +700/+850 
HEQ ISSUER SPECIFIC MARKETS. 

TO ASSIGN A TRADE, PROVIDE COUPON & COUNTERPARTY, THEN WE WILL GIVE LEVEL® 
S, 

Use "RMBSPAUG.PDF” termsheet. 

NOTION ISSUER AVGL RATING BID/OFFER 
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10.000 ABFC 5.00 Baa2 +200/+230 

10.000 ABSHE 5.00 Baal +200/+230 

10.000 ACCR 5.00 Baa2 +210/+240 

10.000 ACE 5.00 Baa2 +200/+230 

10.000 AMSI 5.00 Baal +210/+240 

10.000 BSABS 5.00 Baa2 +210/+240 

10.000 CBASS 5.00 Baal +I90/+220 

10.000 CWL 5.00 Baal +208/+238 
JO.OOO CXHE 5.00 Baal +210/+240 

10.000 ECR 5.00 Baa2 +215/+245 

10.000 FFML 5.00 Baal +200/+230 

10.000 FHLT 5.00 Baal +205/+235 

10.000 GSAMP 5.00 Baal +200/+230 

10.000 HEAT 5.00 Baal +200/+230 

10.000 INABS 5.00 Baal +210/+240 

10.000 LBMLT 5.00 Baa2 +200/+230 

10.000 MASS 5.00 Baa2 +195/+235 

10.000 MLMI 5.00 Baal +200/+230 

10.000 MSAC 5.00 Baa2 +195/+230 

1 0.000 NCHET 5.00 Baal +215/+245 

10.000 NHEL 5.00 Baal +2i0/+240 

10.000 OOMLT 5.00 Baal +195/+235 

10.000 PCHLT 5.00 Baal +210/+240 

10.000 PPSI 5.00 Baal +210/+240 

10.000 RAMP 5.00 Baa2 +200/+230 

1 0.000 RASC 5.00 Baal +200/+230 

10.000 SABR 5.00 Baa2 +200/+230 

10.000 SAIL 5.00 Baal +210/+240 

10.000 SAST 5.00 Baal +205/+240 

10.000 SVHE 5.00 Baal +200/+230 

10.000 WFHET 5.00 Baal +i90/+220 

10.000 WMC 5.00 Baa2 + l90/+220 
NOTION ISSUER AVGL RATING BID/OFFER 

10.000 ABFC 5.00 Baa3 +305/+345 

1 0.000 ABSHE 5.00 Baa3 +305/+345 

10.000 ACCR 5.00 Baa3 +3 15/+345 

10.000 ACE 5.00 Baa3 +295/+350 


10.000 AMSI 5.00 Baa3 +320/+355 

10.000 BSABS 5.00 Baa3 +310/+340 

10.000 CBASS 5.00 Baa3 +2857+335 

10.000 CWL 5,00 Baa3 +300/+330 

10.000 CXHE 5.00 Baa3 +3057+345 

10.000 ECR 5.00 Baa3 +3257+365 

10.000 FFML 5.00 Baa3 +2907+330 

10.000 FHLT 5.00 Baa3 +3057+3 4 5 

10.000 GSAMP 5.00 Baa3 +2907+350 

10.000 HEAT 5.00 Baa3 +3107+350 

10.000 INABS 5.00 Baa3 +3207+355 


Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAIL00686600 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00255 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



252 


Footnote Exhibits - Page 1004 


10.000 LBMLT 5.00 Baa3 +3 10/+350 

10.000 MASS 5,00 Baa3 +300/+350 

10.000 MLMI 5.00 Baa3 +305/-f-345 

10.000 MSAC 5.00 Baa3 +300/+350 


10.000 NCHET 5.00 Baa3 +325/+365 

10.000 NHEL 5.00 Baa3 •f320/+355 

10.000 OOMLT 5.00 Baa3 +305/+345 

10.000 PCHLT 5.00 Baa3 +320/+355 

10.000 PPSI 5.00 Baa3 +305/+345 

10.000 RAMP 5.00 Baa3 +300/+350 

10.000 RASC 5.00 Baa3 +305/+345 

10.000 SABR 5.00 Baa3 +310/+340 

10.000 SAIL 5.00 Baa3 •^320/+360 

10.000 SAST 5.00 Baa3 +310/+350 

10.000 SVHE 5,00 Baa3 +3 10/+350 

10.000 WFHET 5,00 Baa3 +280/+330 

10.000 WMC 5.00 Baa3 +290/+340 
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gre^@bbotgTo; jimliaao@bboig 
cc: 

08/01/20)6 Subject Re: DEEP SUB CASH HOMEQ BWIG TOMORROW AT 2PM 
01:46 PM 

Message Sent: 08/01/2006 14:46:11 

From; GRE(H.IP@BBOTqGREG LIPPMANNpEUTSCHE BANK SECURI117261328663 
To: JMILMAN@BBOTqjORDAN MILMANpEUTSCHE BANK SECURI}17261328663 

who has all this crap and let me know which ones to \ock at looks like a = 
icrt of 

crappy deals.... 

— Original Message 

From: JORDAN ME.MAN. DEUTSCHE BANK SECURI 
At; 8/01 14:44:53 



Deal Tranche Notional CUSIP MDY/S&P/F 
AABST 05-5 B6 13.2000 00764MHR1 NR / BB+ / BB crap 
AABST 05-5 B7 15.0000 00764MHS9 NR / BB /NR crap 
ABSHE 05-HE3 Ml 1 5.0000 04541GRE4 Ba2/ BB / BB 
ABSHE 05-HE5 Ml 1 4.7770 04541GST0 Ba2/ BB+ / BB+ 

ACE 05-HE5 B3 15.0890 004421RS4 NR / BB / NR crap 
FHLT 05-D B3 7.2480 35729PMS6 NR / BBB-/ NR crap 
FHLT 05-D B4 9.8350 35729PMT4 NR / BB+/NR crap 
LBMLT 04-4 B 9.9740 5425 1 4JF2 NR / BB+ / NR carp 
LBMLT 04-4 M12 7,5000 542514JES NR /BBB-/NR crap 
LBMLT 05-WLl B1 8.0000 542514LS1 Ba2/ BB+ / BB crap 
LBMLT 05-WLl MIO 8.4850 542514LW2 Bal/ BB+ /BBB- crap 
MMLT 05-1 B2 5.0250 59001FCK5 NR / BB / NR crap 
PPSI 04-WWFl MI 1 5.0000 70069FEA1 Bal/BB+/BB+ crap 
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GREGLIF@blooiDberg.oet Tochris@!nastcapHc,coiD 

cc 

01/05/2007 01:52 PM bcc 

Su^ectRE: mroe bang for the bud 


»®===Begin Message=*«= 

Message#: 140546 

Message Sent: 01/05/2007 13:52:10 

From: GREGLIP@blooinberg.nettGREG LIPPMANNf MUTSCBE SANK SECURIi 1726 1 328663 
.To: chrisQmastcapllc.cora! | I ( 

Subject': RE: mroe bang for the bud 


LEAGUE TABLE, FEES, NEVER HAS ONE BLOWN UP YET.. BUT ONE REASON THIS STUFF IS 
WIDENING IS I THINK DEALER HEDGING WHAREHOUSES WITH INDEX 

Original Message 

From: Chris Madison <chris8mastcapllc.coni> 

At: 1/05 13:37:12 

That’s crazy!!! Why aren't the dealers pulling the plug on the new 
CDO’s. .. .hasn’t this widening scared the crap out of them that the 
counterparties will blow-up? 

CBM 


Original Message 

From; greglip@bloomberg.net f mailto;areqlip@blooitibera.net 1 
Sent: Friday, January 05, 2007 1:35 PM 
To: Chris Madison 

Subject: RE: mroe bang for the bud 

WALL STREET FIRMS DURING RAMP UP.. 100% LEVERAGE .. .NO MTM ITS ALL DEALER 
RISK 

Original Message — — ' ' ‘ 

From: Chris Madison <chris@mastcspllc.com> 

At: 1/05 13:33:04 

Dumb question .... who provides the leverage for the CDO dopes that are 
levering up just the BBB and B8B- tranches? How much leverage are they 
getting? And are there any mark-to-market tests that threaten the 
solvency of the products? 

CBM 

— —Original Message-—— 

From: greglip0bloomberg.net f mail to ; oreglipfibloorabera . net 1 

Sent! Friday, January 05, 2007 11:37 AM 

To: Chris Madison 

Subject: mroe bang for the bud 


This has been prepared solely for informational purposes. It is not an 
offer, recommendation or solicitation to buy or sell, nor is it an 
official confirmation of terms. It is based on information generally 
available to the public from sources believed to be reliable. No 
representation is made that it is accurate or con^lete or that any 
returns indicated will be achieved. Changes to assun^jtions may have a 
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material intact on any returns detailed. Past performance is not 
indicative of future returns. Price and availability are subject to 
change without notice. Additional information is available upon request. 


This has been prepared solely for informational purposes. It is not an 
offer, recommendation or solicitation to buy or sell, nor is it an 
official confirmation of terms. It is based on information generally 
available to the public from sources believed to be reliable. No 
representation is made that it is accurate or complete or that any 
returns indicated will be achieved. Changes to assunqjtions may have a 
material impact on any returns detailed. Past performance is not 
indicative of future returns. Price and availability are subject to 
change without notice. Additional information is available upon request. 

=====End Message=““ 
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From; Krishnamurthy, Ananth [ananth@3amvestors.com} 

Sent: Thursday, February 08. 2007 4:0S PM 

To: Paolo Pellegrini 

Subject: RE: Nice meeting you ... 

I am back from ^e underground. 

Crazy volatility, huh? 

I know we are incredibly slow given the quick movements in the market. 

I have been "intensely" looking at manager selection on ttiis. 

I want to confirm something with respect to Paulson's capabilities based on my conversations with you. The attached email 
is probably helpful as a context point. 

Paulson projertts defaults and loan performance at a LOAN LE\^L. using your default model Incorporating (a) HPA 
forecasts for the individuai loan's geography based on metropolttan area forecasts (u^ng your own sources); and 
(b) using loan characteristics (ail the typical variables from Loan Performance). 

Then you aggregate across all the loans to create poo! cash flows. 

Then you run this through the ABS cash*flow engine fie; intex). 

What makes this hard is that there is no off-the-shelf way to do this and you had to write the code and ttie 
plumbing^nterfaces. 

This allows you for example to compare forecasts for two pools without using a higher level of aggregation. And allows you 
to com^re tranches off tvro different deals to examine sensitivity to for example specific variables at a loan level. 


— Original Message — 

From; Paolo Pe.liegnni (mailto:Paolo.Peitegrini@paulsonco.com} 
Sent; Sunday. January 14, 2007 4:23 PM 
To: ananth@3ainvestors.com 
Subject; RE; Nice meeting you ... 

Ananth- 


The probability of writedown of 8BB (not just BBS-) RMBS bonds s bortd-specific, although some key inputs are common. 

The most important common input Is home price appredation (HPA) nationally, regionally and at the "metropolitan area" 
level. HPA drives individual loan prepayments, defaults and losses. Another common input is interest rates. Interest rates 
may affect home price appredation and consequently, though indirectly, prepayments, defaults and losses. If interest rates 
result in positive HPA, they may also affect prepayments directty (refinance incentive) and default and losses indirectly 
(prepaid loans don't default), if interest rates do not result m positive HPA, their direct effect on prepayments and indirect 
effect on defaults and losses is less important Ot is very difficult for subprime borrowers to refinance if their property has not 
appreciated). 

Bond-spedfic inputs fail into two categories: collateral characteristics; and deal structure. 

The most relevant collaterai characteristics at origination are FICO, comt^ned loan-to-value ratio Cmcluding dmuiianeous 
second-lien loans), level of documentation and geographic location (back to HPA), For seasoned collateral, performance 
after ordination, in terms of prepayments, delinquencies, defaults and losses, provides additional insight. 


The most relevant deal characteristics are overcollateralization, excess spread, step-down triggers and interest rate 
exposure. We focus primarily on overcollateralization and the so-called delinquency trigger. Excess spread including the 
effect of unhedged interest rate 

exposure) is more important for residual holders than for debt holders, given the timing of realization of losses. Also 
because of the timing of realization of losses, the cumulative loss trigger (the other step-<lown 
trigger) is usually inconsequential. 
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We evaluate the prospects for home price appreciation wrOi the help of our board of advisors. Not only do we believe that 
home prices are overvalued on most measures, but we also believe that the Federal Reserve wll have to manage interest 
rates In order to restrain households' continuing eqt% extraction from their homes at the current unsustainable rate ($400 
billion annualized as of frie most recent quarterly reading). Even though subprime borrowers are sufreiing from excessive 
leverage and debt-service burden, main^ream boirowers sSli have enormous leverage capacity, predicated on arguably 
overvalued real estate holdings. Increasing leverage drives cortsumption and the trade defidt and leaves the dollar and U.S. 
long-term rates at the mercy of foreign investors' willingness to rec^e export receipts into U.S. 
financial assets, a very unstable arrangement, 

It is true Uiat the market is not pricing the subpiime RM6S wipeout scenario. In my of^nion this situation is due to the fact that 
rafir^ agencies, COO managers and underwriters have all the incentives to keep the game going, while "real-money" 
investors have neither the analytical tools nor the insthutional framework to take action before the losses that one could 
anticipate based the "nev^" available everywhere are actually realized. 

If you want to discuss specific anai^>es of bond expected losses, we could set up a conference call for the week of the 
22nd. I wilt be in Wyoming but I can do early calls before ! go sking. 

Please let me know. 

Paolo 

— Original Message — 

From; Krishnamurthy, Ananth [mailto:ananfri@3ainvestors.com) 

Sent; Friday, January 12, 2007 3:17 PM 

To; Paolo Pellegrini 

Subject: Re: Nice meeting you ... 

We can do that. The core focus is what the fogicai underpinning - very granularly - is for a wipeout of the BBB-. In some 
sense it doesnl take much. But how plausible is it. Clearly the market is not pricing this scenario, it is looking for serial 
downgrades and pricing to next event, ie: Just spread widening. Why does this disconnect exist? 

Jacob, for example, would say - "the news is everywhere, why isn't this priced in already?" 


— Original Message — 

From: "Paolo Pellegrini" <Paolo.Pellegrinj@paulsonco.com> 

Date: Fri, 12 Jan 2007 15:11:39 
To:<ananfri@3alnvestor8.com> 

Subject; RE: Nice meeting you ... 

I am out that week and back in the office on the 31st. Please let me know if you want to meet after the 31st. Thanks, 

— Original Message — 

From; Krishnamurfriy, Ananth (maifto;ananth@38lnvestors.com] 

Sent: Friday, January 12. 2007 3:08 PM 

To; Paolo Pellegrmi 

Subject: Re; Nice meeting you ... 

Hi - thx for getting back to me. t am keen to hear your thoughts on this. However. I am travelling next weak. Can I circle up 
with you week of 22nd? 


— Original Message — 

From; "Paolo Pellegrini" <Paolo.Pellegrini@paulsonco.com> 

Date: Fri, 12 Jan 2007 13:15:21 
To:<ananth@3ainvestors.com> 

Subject: RE: Nice meeting you ... 

Ananth- 

Sorry for ttie delay responding to you. I am available next week. We have our advisory board meeting on Tue pm and I will 
be in a better position to address your home price question after that. If ^u have any^ing specific that you want me to ask 
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of our board please let me know. 

Otherwise, please suggest times that work for you onTTni (excl. ID-11 amOor Pri. 

Regards. 

— Original Message — 

From; Krtshnamurthy. Ananth |maitto;ananth@3ainvestors.com] 

Sent: Tuesday, January 09. 2007 4:12 PM 

To: Paolo Pellegrini 

Subject; RE; Nice meeting you ... 

Hi - have read all tfie stuff, 

I know market has moved nicely in your favor. 

KudosI 

Would still be interested in continuing conversation. 

My core focus in talking you will be on your homephce detenoration thesis. Seems like the market is not pricing in a 
washout of BBB-s. Worst quartile of tire index still has a 500bps average spread. If it were pricing in a wipeout, it would be 
trading 30c on tire dollar. 

Let me know when you have some time to speak. 

Thanks 

Ananth 


— Original Message — 

From; Paolo Pellegrini (maitto;Paoio.Pelteghni@paulsonco.com] 

Sent: Wednesday, December 20, 2006 7:22 AM 
To: ananth@3ainvestor5.com 
Subject: Nice meeting you ... 

Ananth- 

i wish I had learned of your background and relationship witit Jacob earlier in our conversation - 1 would have been a little 
more specific in my remaiics. 

Redacted by the 

Permanent Subcommittee on Investigations 



With respect to Andy's comments that Intes makes modeling errors, I would note that he cites his experience working on 
busted manufactured housing deals five years back as the ba^ for his assessment. I think that Intex has come a long way 
in terms of quality control. Besides, as John was saying, in this market we can make good trading decisions vAh our existing 
analytics. However, we will hire more people with relevant e]q>eriehce including somebody who could focus on reverse 
engineering the Intex models as such effort becomes more relevant. 

We have a very good relationship with Intex and have urged them to allow hosting of their data by lOIOdata and made some 
progress. Aside from being a cash flow engine, Intex is really a database partly overlapping with LoanPerformance, partly 
additive to LP with reject to loan prepayment terms including penalties. In the context of analyzing seasoned deals, of 
which we do not do much now but will in the future, cross-checking monthly data between LP and Intex will be valuable. 

As for our research infrasffucture, I am very happy with the choices we have made. I mentioned that we get loan data from 
LoanPerformance, historical and projected home price data from FISERV/Economy.com and deal data from Intex. Two 
decisions, however, put us ahead of die pack. 

The first such deci»on was to host LP and FISERV on lOIOdata. The second was to forgo integration of the 
LoanPerformance RiskModei into our analytical platform and to develop instead our proprietary, and extremely 
parsimonious, prepayment, defaultand severity model. The use of lOIOdata enabled the second decision because it made 
possible to analyze histodcat data eaaly, quickly and v4th mmima! initial setup time. Had we gone vdth LP Risld^odel we 
would be stuck with a white elephant in the middle of a very deep river. Even with Andrew Davidson's more compact model, 
it will be a stretch to find a processing platform that can deliver meningful results in a reasonable timeframe (I guess 
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10+ parallel processors on PolyPaths). 

I am sure John explained our various strategies, including reverse uiquity sponsorship of bespoke COOs, both 
fully-capitalized and synthetically tranched. You might be interested « learning more. 

Please say hello to Jacob and call me if you want to talk further. 

Best regards. 


Paoio M. Pellegrini 
Vice President 
Paulson & Co. Inc. 

590 Madison Avenue, 29th Floor 
New York. NY 10022 
Phone: (212) 956-4129 (direct) 

(212)956-2221 (main) 

(212) 977-9505 (fax) 

This e-mail may contain confidentjal and/or prnnleged information. If you are not the intended recifxent or have received this 
e-mail in error, please notify the sender immediately and deshoy/delete this e-mail. You are hereby notified that any 
unauthorized copying, disclosure or distribution of the material in this e-mail is strictly prohibited. 

This communication is for informational purposes only. It is not intended as an offer or solicitation for tire purchase or sale 
of any finandal instrument or as an official confirmation of any harxsaction. 

information contained in this communication is not warranted as to completeness or accuracy and is subject to change 
without notice. Any comments or statements made in this communication do not necessarily reflect those of Paulson & Co. 
Inc. 
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Ncturd R 

iam/NewYorl{/DBNA/D«^ig^}BAME{UCAS 
06/J4/2007 09;22 AM 


ToOreg 

L^ann/NewYfjrk/DBNA/Deua^DBAMERICAS^DEUBAIhiT 

ccmicha^.berzig^db.coni 

bcc 

SulqeclKleros S 


This along vritii our remaining held inventory if we can't sell away we repack 
into 3 CVO^Z balance sheet dump later this sunnier 

Worst case we hold it but it is probably the lesser of two evils (the greater 
evil being our held START position) 

Same thing on the Libertas bond 


Greg 

Lippmann/NewYork/D 

BNA/DeuBaSDBAMERIC To 

AS Richard R 

Klm/Wewyork/[»NA/DeuBaei)BW£RICASeDEU 
06/14/2007 09:20 BAINT 

AM cc 

michael .heraigedb.coiB 

Subject 

Re: Kleros S(Document link: Richard R 
Kin) 


ok and then what to you do with theirs? 


Greg H. Lippmann 

Managing Director 

Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250-7730 

rax (212) 797-2201 

Mobile (917)Mm||| 

greg. lippmanneS^oi^^ 


*■"' ■ RcdMtcd ^ tke rtrittaiieai 

SvbrminIttM m InvcetigBlioa 
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Greg 

LippinBnn/NewYork/DBNA^)raBa@DBA MERICAS 

12«)4/2006 12:58 PM 


ToKent 

B«um/SanFrancisco/D&NA/DcuBa^>BAmcricas 

cc 

bcc 

SubjectRe; Losers 


the abs are all in cdos...v«ho owns the cdos, aaa (sliced o£ bbb abs) insurance con^iany and german 
and aaian banX3....aa, european and asian banks and high grade cdos (can you say ponzi scheme) bbb 
more of the same and mezz cdos (every mezz cdo has 5-15% other mezz cdos) equity hedge funds and 
insurance coiiq>Bnies in asia 


Greg H. Lippmann 

Managing Director 

Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New Yorli 10005 

Phone (212) 250-7730 

Fax (212) 79 7-2201 

Mobile (917) 

greg .lippraann@db.com 


mms Redacted by the PcrmaBent 

Sobcommittcc on lavcftigations 


Kent . 

Saum/SanFrancisco/OBNA/DeuBa 


PM 


12/04/2006 12:41 
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Greg 

Lippraann/NewYork/DBKA/DeuBaeDBAmecicas 


Subject 


Re: Lesecs (Document link: Gceg 

Lippmann) 
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Greg; So who in the public market owns ell of these ABS securities that beginning to lose value? 
Kent 


Kent T . Saun 
Client Advisor 
Managing Director 
Deutsche Bank Alex. Brown 

A division of Deutsche Bank Securities Inc. 

101 California Street, Ste. 4600 

San Francisco, CA 94111 

kent . baumSdb . com 

Tell 41S-617-2806 

Fax: 415-617-4270 

Toll Free; 1-800-334-2640, Ext. 2806 
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GllEGHP®blooiiibtrg,net ToWITTFAB.LNDB@bloomberg.no 

cc 

02/27/2007 06:56 AM bcc 

SutqectRe; Fwd: WSJ C 1 : Subprirae Game’s Reckoning DayRisfcy 
Lendding 


=”“Begin Message****** 

Message#: 1.04008 

Message Sent: 02/27/2007 06:56:53 

From: GREGLIPebloomberg.netiGREG LIPPMMINIDEOTSCHE BANK SECURI 1 17261 32S663 

To: WITTFAB.LNDB0bloomberg.netiFflBRIZIO WITTENBURGIDEUTSCHE BANK AG, LOn726| 644694 

Subject: Re: Fwd: WSJ Cl: Subprime Game's Reckoning DayRisky Lendding 



the other side is all cdos,.so'it is the cdo investors who r on the other side 
who buys cdos: aaa - reinsurance, ws conduits, european and asian banks, aa - 
high grade cdos, europoean and asian banks and insurers. .some us insurers, bbb - 
ohter mezz abs cdos (i.e. ponzl scheme), european banks and insurers, equity 
some us hedge funds, asian insurance coi^anies, australian and japanese retail 
investors through mutual funds 
Original Message 

From: FABRIZIO WITTENBURG, DEUTSCHE BANK AG, LO 
At: 2/27 6:41:43 

greg, have been sharing your update yday with the european and asian desks 
here .... they ‘re v interested. .. .my question is, who is on the other side of the 
trade -- you mentioned reinsurance companies (bermuda, european?) and hedge 
funds {fixed income, macro?) ... .is much of the risk at banks 
(commerical/investment bank?) ... .great work! fabrizio 

Original Message 

From; GREG LIPPMANN, DEUTSCHE BANK SECURI 
At: 2/27 11:37:45 


Original Message 

From: GREG LIPPMANN, DEUTSCHE BANK SECURI 
At: 2/27 6:37:36 


http: //online. wsi .eom/article print/SB117254449192920225.html 


"Subprime Game's Reckoning Day 
Risky Lending Fallout 
Threatens to Spread; 

Uncertain ARM Strength 

By KAREN RICHARDSON and GREGORY ZUCKERMAN 
February 27, 2007; Page Cl 

The worst may be yet to come for mortgage lenders. And that could add to 
investor nervousness. 


Shares of companies that specialize in lending to riskier borrowers or offer 
unconventional loans have tumbled because of concerns over how rapidly these 
mortgages are going sour. 

If these so-called subprime borrowers continue to have problems paying their 
debts, the lenders that target them likely will have to boost how much money 
they set aside for bad loans, cutting into their bottom lines,. That could mean 
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even lower stock prices. 

There also is a concern that if the real-estate market remains cool, some 
borrowers with better credit histories might also begin struggling to make 
payments on certain popular, but unorthodox, mortgages. These types of loans 
allow borrowers to skip monthly payments, carry low short-term teaser rates or 
don’t require detailed financial documentation. If that happens, companies such 
as BankUnited Financial Corp. and Countrywide Financial Corp. could suffer. 

When a company keeps its reserve low, it makes its earnings look better because 
it continues to increase its assets from loans it originates and sells off. That 
holds down expenses. 

But when a company beefs up those reserves and the change hits its earnings, 
that can inpair its ability to borrow the short-term funds needed to write new 
mortgages. Lenders need to set aside reserves to cover any possible losses when 
borrowers fail' to make payments. 

Subprime-mortgage lenders generally sell most of their loans to investors, but 
many keep some loans as investments. These portfolios have grown as the number 
of new mortgages has risen. 

New Century Financial Corp. and NovaStar Financial Inc. hold billions of dollars 
of loans for investment. While they have been increasing their loan-loss 
provisions, delinquencies have been coming faster than anticipated. 

NovaStar's reserves were 1.05% of its $2.1 billion in loans held for investment 
in the fourth quarter, up from 0.75% in the third quarter, but still ranked 
among the lowest in the industry, according to 2ach Cast, an analyst at the 
Center for Financial Research and Analysis. New Century's ratio was 1.4% as of 
the third quarter. CFRA doesn't assign ratings on stocks. 

Scott Hartman, chief executive of NovaStar, says the lender made a "substantial 
increase to our loan-loss reserve" in the past quarter, and that about half of 
those loans "tend to be of higher quality and generally performing very well.” 

New Century, which has said it will restate earnings for the. first three 
quarters of 2006 to correct accounting errors regarding repurchased loans, 
declined to comment. 

Subprime-mortgage lenders are likely to start reporting significant shortfalls 
in their loss reserves "as soon as the next several quarters," predicts David 
Honold, an analyst at Turner Investment Partners, which manages $23 billion and 
has avoided shares of subprime lenders. That is partly because some of the 
lenders could place into their investment-loan portfolio some poorly performing 
mortgages that they have bought back under terms of their sale agreement. That 
would require them to boost loan-loss reserves. 

Subpctme lenders already have seen their shares tumble — NovaStar is off 50% 
and New century is down 12% in the past 10 days — and they could fall further 
if their credit-lines dry up because of poor loan-loss provisioning. NovaStar 
shares are trading at about 12 times estimated per-share earnings, but that 
valuation is likely to change as analysts adjust their projections to account 
for the company's steep fourth-quarter loss and poor earnings outlook. New 
Century shares also are trading at about 12 times estimated earnings for 2007. 

Some investors urge caution about lenders that cater to borrowers with better 
credit but focus on mortgages that may suffer if weakness in housing continues, 
such as option adjustable- rate mortgages, or ARMs. These loans give borrowers 
multiple payment options, including a minimum payment that might not cover all 
of the monthly interest cost. The remainder of the interest payment is tacked 
onto the outstanding balance, causing it to rise. 
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About 59% of BankUnited's approximately $11.5 billion loan portfolio is made up 
of these loans and the bank is making more of them as it expands. 

Countrywide has been cutting back on pay-option mortgages, funding just $2.7 
billion in January out of a total $37 billion in new ntortgages. Still, it has 
"significant exposure" to these risky loans, CFRA's Mr. Cast says. Countrywide 
declined to comment. 

BankUnited acknowledges that borrowers are paying less of their monthly interest 
payments as interest rates have moved higher, and about 50% of the bank's loans 
have been made to residents of Florida, a weak real-estate market. And since 
BankUnited keeps about 70% of these loans in its own portfolio, if the borrowers 
run into problems it could hurt the con^any's earnings. 

BankUnited shares, which fell 83 cents, or 3.2%, to $25.06 in 4 p.m. composite 
trading yesterday on the Nasdaq Stock Market, are trading at almost nine times 
its expected per-share earnings over the next year. 

Under accounting rules, BankUnited counts the unpaid interest payments as 
revenue, however. So if a borrower pays the contractual minimum of $500 a month, 
rather than the $1,000 interest-only amount, the bank can count the remaining 
$500 as revenue. That is because it is assumed it will be repaid down the road. 

This revenue is a rising slice of its earnings, according to an analysis by 
Keefe, Bruyette & Woods. 

Humberto Lopez, BankUnited's chief financial officer, says the bank focuses on 
borrowers with high credit scores who generally put down at least 20% of the 
purchase price on a home. "Our borrowers have the financial wherewithal, and 
they've earned the right to have options of payments," Mr. Lopez says. "We 
haven't seen any weakness in their ability to pay." 


This e-mai.1 may. contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-raail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 
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"GREG LDPPMANN, To^^h8d Lflmont/NewYork/DBNA/DeuBa@DBAniCTicas 

DEUTSCHE BANK cc 

SECURI" lx* 

<gregUp@bIoomberg.iiet> Subget^Re: Fwd: how is the cdo machine doing these days? can u sti 
Sent by: 

^glip@bloomberg.nct 


02/20/2007 01 :33 PM 


thanks for the update. . .going to get a lot buirpier very soon.... lets get the 
finkel deal out the door... 

Original Message 

From: Michael Lament <michael . lamontgdb.coin> 

At: 2/20 13:30:22 

Good color I am out w a fever back tomorrow 

After reflection I think the biggest issue for dealers are the cdo2. For the 
giant magnetar rrobs cdo deals the situation isn't great, but the aa/aaa/ss 
probably clear at a level, and the dealer can play games w the SS — sell junior 
piece, keep 60~top, mark not observable, dealer takes down bbb and a, sticks 
equity to hedge fund like magnetar at equity floor, maybe loses 5-15 after fees. 

The bbb/a cdo2 backed by mid/late 2006 vintage are the lose your job problem I 
think, not sure how any deals will clear. And for hi grade abs cdos. ML did 
26bln of hi grade last year, 25-35% cdo mostly aa some a. Say conservatively 
they have lObln in ranp up so 3 bln of a/aa cdo, if the mkt starts to price 
their hi grade like cdo2 in addition to their cdo2 ranging of bbb/a (lbln?2bln? 
ramped) they will have an even worse problem. Same problem at citi--I think they 
are relatively ok on mezz abs risk but not on cdo2. 

Calyon pulled out of ralph choffee mezz deal, won't do SS, we were next in line, 
ralph now coming to us. Calyon are rumored to have 12bln of risk on their lines 
At the same time cifg and mbia still writing tickets (mbia did a' magnetar type ' 
deal last week, structural change to) get them in was oc test in principal 
waterfall not interest waterfall. 

Sent from my Blackberry wireless 


Mr. Michael Lamont 
Managing Director . 

Deutsche Bank Securities inc. 
60 Wall Street, 19th Floor 
New York, NY, USA 
Telephone: +11212)2^-8708 
Mobile: +1 917*lg|[(HB||§ 
E-Mail: nu.chael.lamont@db.coin 


Redacted by thf Pe.nDaneflt 
Sttbeommittee od lavtsiigstioRi 


Original Message 

From; "GREG LIPPMANN, DEUTSCHE BANK SECURI" (greglipSbloomberg. net) 

Sent: 02/20/2007 01:04 PM 
To: undisclosed- recipients ; ; 

Subject: Fwd: how is the cdo machine doing these days? can u still piac 


Sent From Bloomberg Mobile MSG 
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Original Message 

From: DAVID HOMAN, MOORE CAPITAL MANAGE 
At; 2/20/2007 11:20 

how is the cdo machine doing these days? can u still place cdo 
paper? are they still ramping in this environment? 

Reply: 

GETTING SLOWER BUT NOT DEAD YET. . .2-5 RW«tPING A DAY INSTEAD OF 
10-15. . .HEARING OF MANY INVESTORS IN ASIA ESPECALLY SHUTTING DOW 
N POST HSBC NEWS BUT THE WINDOW IS NOT CCWPLETELY SHUT YET (THEY 
MAY BE DEALS THAT WERE LARGELY RAMPED THAT R JUST FINISHING. .) 
Reply: 

i hear rumors that ML, BS, GS, C have asked CDOs less than 50% 
ramped to basically stop ramping. Have you heard anything 
along these lines? What, are the implications for mkt if this 
is true? 


This has been prepared solely for informational purposes. It is not an offer, 
recommendation or solicitation to buy or sell, nor is it an official 
confirmation of terms. It is based on information generally available to the 
public from sources believed to be reliable. No representation is made that it 
is accurate or complete or that any returns indicated will be achieved. Changes 
to assumptions may have a material intact on any returns detailed. Past 
performance is not indicative of future returns. Price and availability ate 
subject to change without notice. Additional information is available upon 
request . 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in thi5_ 
e-mail is strictly forbidden. 


This has been prepared solely for informational purposes. It is not an offer, 
recommendation or solicitation to buy or sell, nor is it an official confirmation of 
terms. It is based on information generally available to the public from sources 
believed to be reliable. No representation is made that it is accurate or complete or 
that any returns indicated will be achieved. Changes to assumptions may have a material 
impact on any returns detailed. Past performance is not indicative of future returns. 
Price and availability are subject to change without notice. Additional information is 
available upon request. 
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Abbayad 

Kem8t/NewYork/DBNA/l>euB^DBAMeRICAS 

02/21/2007 09;08 PM 


ToMii^aei LBmonl/NewYork/DBNA/DcuBa, 

michael.hci2ig@db.coin,anthony,paw4owski@db.coin, 

QincaR 

Bogza/NewYork/DBNA/DcuBa^>BNA@DEUBAINT 


bcc 

SulycctFw: •• UPDATE $[i . 1 JBLN GEMSTONE VD •• 
REVISED TALK •• 


double digit PCs for BBBs? 

i guess my original offer of 300 on single-As and 600 on tripl«-Bs is too low... vdiat can we offer? 

i would like these guys to push Asia sales on this..., but also as Ilinca said, the question arises 
why weren’t they working on this thus far? the feedback they gave Ilinca is that all warehouses ate 
shut down. . . 

Forwarded by Abhayad Kanat/NewYork/DBNA/DeuBa on 02/21/2007 09:00 PM 


Sheree 

Ma/db/dbcQm@DBAPAC 


FM 


02/21/2007 08:59 


To 


Abhayad 

Kamat/NewYork/DBNA/DeuBa0DBAMBRlCAS 
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Anirban Lahiri/SP/DBAsia/OeuBaSOBAPAC, llinca A Bogza/NewYork/OBKA/DeuBa^DBMA, Ryan 
Lee / dta /dbcom0DBAPAC 


Subject 


Re: Tv: ** UPDATE GEMSTONE VIl *♦ REVISED TALK *»(DectUBent linJc: Abhayad 

Kainat) 
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Any special PC arrangeaents for these bonds pla?? Coz we are also pushing sales on tfharton BBS which 
is at similar pricing ( flea available) and paying double digits PC.... 

Thanks 

Sheree 


Sheree Ma 
Deutsche Bank AS 


Hong Kong: +85222038S21 
Mobile: 

Bmail: sheree.ina6db.com 


Rcdscted by the Pennsnent 
Subcommirtte on Investigatiom 


Abhayad 

Kainat/NewYork/DBNA/DeuBa0DBAMERICAS 
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PM 


02/21/2007 04:17 


Anicban Lahiri/SP/DBAsia/DeuBa8DBAPAC, Shecee 
Ma/db/dbcom@DBAPAC 


cc 


Ilinea B 

Bogza/NewYozk/DBNA/DeuBaQDBKASOEtfBAINT 


Subject 


Pw: ** UPDATE Stl.llBUi GEMSTONE VII ** REVISED TALK 
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here's the mktg book, thanks. 

(attachment "Gemstone VII Debt Book 02.00.07 FINAL.pdf" deleted by Sheree Ma/db/dbeoml 
Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/21/2007 11:15 AM 
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Abhayad 

Karoa t /Ne wYor k /DBNA/ DeuBa 


AM 


02/21/2007 11:13 


Anirban lahiri/SP/DSAsia/OeuBa, Sheree 
Ma 


cc 


Ilinca R 

Bogza/NewYork/DBNA/DeuBa0OBNAaDEUBAINT 
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Subject 


EV; *♦ UPDATE GQ^STOKB V13 ** REVISED TAIK 


ConfidcntiaJ Treatment Rcqaested by Deutsche Bank 
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Guys, 

we need help on selling the As and BBSs in the Gemstone CDO 7 transaction -- we have nearly S0% 
unsold on both tranches in the transaction. We have widened talk to Z6i on the As and to 500 on the 
BBSs - see Ilinca's email below. 

- i am also fwding you the latest MBK mktg book. 

- any help from you on the As, BBBs and senior AAAs would be appreciated. 

- on the senior AAAs, we are flexible to work with accounts at different subordination points and 
spread targets. 

Here is a quick summary of the transaction and manager: 

- this is HBX’s eight CDO 

- 2 year short revolving period -- can revolve in investment grade assets only 

- 27% below IG bucket (BBs) but amortizations on this bucket are used to pay down notes — no 
reinvestn«nt in below IG bucket 

- HBK retains entire BB and Equity, similar to what they have done in all their prior deals. HBK 
views their CDOs as financing trades, where they retain the equity and use the CDD to get levered 
returns. 

- the 27% BB bucket is standard in their deals — these are very similar to the C-BASS deals in the 
market . . . 

- HBK's loan level analysis of RMBS pools is highly regarded in the market. HBK helps structure >55% 
of the underlying BHBS in this transaction and retains the residual piece on those also. 

- this CDO has pure sequential structure with OC and 1C teats — as opposed to most deals in the 
market >diich have pro-rata structure 

- the BBB tranche has a turbo mechanic that helps'it to pay down faster. 

Are there any accounts that might be Interested in this, given the good manager name, good alignioent 
of interest with investors, sequential paydown structure, OC/IC tests, BBB turbo and wider price 
talk? any help appreciated. 

thanks, 

Abhayad 


Abhayad Xamat 
Global CDO Group 
Deutsche Bank Securities Inc. 

60 Wall Street, 19th Ploot, 

New York, NY 10005-2858 
(212) 25 0-0526 work 
( 917 ) fMHHIcell 
(732) 578-2890 fax 

Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/21/2007 10:39 AM 


■■ " R«lect*d by the PcrmencBt 

SubcoBninec on Ibmcigations 


"ILINCA BOGZA, DEUTSCHE BANK SECURI" 
<ibogza0bloomberg.net> 
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Sent by: . 

ibogta9blooinberg.net 


To 


undisclosed- 
recipients : ; 


PM 


02/20/2007 03:17 


cc 
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Subject 


** UPDATE GSMSTOKE VII •* REVISED TAiK 
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•* UPDATE GEMSTONE CDO 7, X S[1.1]&LN MEZZANINE ABS CDO MAMJWJED BY HBK 
** EXPECTED PRICING FEB [ZISTj . 


CLASS 

RATING (M/S) 

SIZE (KM) 

SXZE{%) 

NAL(YR) 

PRICE TALK 

lOI 

A-1 

Aaa/AAA 

(716.0) 

[65. 0) 

13.2) 

* CALL DESK * 

— 

A- 2 

Aaa/AAA 

(87.0) 

n-91 

(5.3) 

• NOT OFFERED * 

— 

B 

Aa2/AA 

(96.9) 

IB.8J 

{6.01 

Lt [0.62% AREA) 

90% 

C 

A2/A 

[68.3) 

(6.2) 

(6.3J 

[2.65% AREA) 

75% 

D 

BaaZ/BBB 

[55.1) 

ts.oj 

(5.7) 

L+ {5.00%' AREA) 

75% 

E 

SUB 

Bal/BB-F 

118.7) 

[59.5) 

ll.^l 

(S.4J 

[6.31 

• CALL DESK * 

— 


This has been prepared solely fox infomational purposes. It is not an offer/ recoiisiiendation or 
solicitation to buy ox sell, nor is it an official confirmation of terms. It is based on information 
generally available to the public from sources believed to be reliable. No representation is made 
that it is accurate or cornplete or that any returns indicated will be achieved. Changes to 
a3SUii5)tions may have a material intact on any returns detailed. Past performance is not indicative 
of future returns. Price and availability are subject to change without notice. Additional 
information is available upon request. 
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IMPORTANT NOTICE 

Attached please find an electronic copy of the Offering Cfrcuiar (the 'Offering Circular'), dated March 
15, 2007 reiaUng to the offering of certain notes (the "Notes") of GEMSTONE CDO VII LTD. (the 
"issuer") and GEMSTONE CDO Vii CORP. (the "Co^lssuer* and together with the Issuer, the "issuers"). 

'Hie Offering Circular Is highly confidendal and does not constituta an offer to any person, other than the 
recipient, or to the public generally to subscribe for or otherwise acquire any of the securities described 
therein. 

OistribuQon of this electronic transmission of the Offering Circular to any person other than (a) the person 
receMng this eiectmnic transmission from Deutsche Bank Securities Inc. as Initial Purchaser on behalf of 
the Issuers, and (b) any person retained to advise Ore person receiving this electronic transmission with 
respect to the offering contemplated by the Offering Circular (each, an "Authorized Recipient") Is 
unauthcKiz^. Any phofrrcopying. disclosure or alteration of the contents of the Offering Circular, and any 
forwarding of a copy of ttie Offering Circular or any portion friereof by electronic mail or any other means 
to any person ofrier than an Authorized Recipient, is prohibited. By accepting deUvery of this Offering 
Circular, each recipient hereof agrees to the foregoing. 
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Gemstone CDO Vli Ltd. 

Gemstone CDO Vli Corp. 

U.S.$244,000,I)00 Class A>1a Floating Rate Notes Due December 2045 
U.S.$400,000,OQO Class A^lb Fioating Rate Notes Due December 2045 
U.S.$1S9.000,000 Class A*2 Floating Rate Not^ Due December 2045 
U.S496,900,000 Class 8 Floating Rate Notes Due December 2045 
U.$.$68,300,000 Class C Floating Rate Deferrable interest Notes Due Ctecember 2045 
U.S.555,100,000 Class D Roating Rate Deferrable Irrterest Notes Due December 2045 
U.S.$18.700,000 Class E Roating Rate Deterrable Interest Notes Due December 2045 
U.S.$5S.500,000 Reference Shares 
Sect/zetf by' a Porlfofo of Assef-Sacfced 

Gemstone CDO Vli Lte., an e»mpte(l company with Qmttad Hab^ incorporatad under the laws of ^ Caymut Islands (the 
’issuer*), and Gemstone COO VII Carp., a Detay^ corporat i on (the *Co4ssuBr end. together with the issuer, the Issuers'). wS! 
issue U.S.S244, 000.000 Class A-1a Floatirg Rata Notes Due December 2045 (the ‘CIbss A-1a Notes'). U.S.$400,000.000 Class 
A-lb FtoaUng Rate Notes [hie Decembo' 2^ (the *CI>ss A>1b Notes' end. together with the Class A-la Notes, the "(^ass A-1 
Notes'). U.S.$1S9,000,000 Ctaai A-2 Floating Rate Notes Due December 2045 (the *Class A-S Notes') and. together wtOi the 
aass A-1 Notes, the 'Class A Notes'). U.S496,900.00Q Class B Roabng Rate Notes Due December 2045 (the *0888 B Notes'). 
U.5.$e8.300,000 Oass C Floating Rate Oefemdila Interest Notes Due December 2045 (the C Notes'), U.S,$55.100,IX>0 

Class 0 FloBting Rate Detoidjle interest Notes Due December 2045 (the *€1888 D Notes') and U.S416.700.00D Class E Floating 
Rate Oeterrable interest Notes Due Dectenber 2045 (the *0888 E Notes* and. iogether wbh the A Notes, Class B Notes. 
Class C N^es arKi Class D Ftotes, the Notes'). The Notes %«ai be Issued and secured pirsuant to m Irtoenhae dated as of March 
15. 2007 (toe Indteiture*), arming the Issuer, the Co-Issuer end Deutsd>e Bank Trust Ccmpar^ Amertoas, as tnstoe (the 
Trustee'). The CoDaterei securing the Notes wiB be managed by HBK Imreslments UP. (together v4th Its atnBated subadvisors, toe 
*Coltaterti Manager*), {oontintmi on next page) 

It ts a to the issuance of toe Notes that toe Class A-1 Notes be rated 'Aaa* by Moody's Investors Service, Inc. CWood/s*) 

and 'AAA* by Standard & Poor's Rattngs Services, a division of The McGravwHill Companies, Inc. CStandard & Poor's* and. 
together with Moody's, the Iteting Agencies'). thM toe Class A-2 Notes be rated 'Aaa* by Moody's and *AAA* by StandanJ & 
Poor's, that the Class B Notes be rated at least 'Aa^* by Mood/e end 'AA* by Standard & Pooite, that toe Class C Notes be rated 
least 'A2' by Moody's and 'A* by Standard & Poor's, that toe Class 0 Notn be rated at laast 'Baa2' by Moody's and ’BBB’ by 
Standard & Poor^ ^ toat the Cless E Notes be rated at least 'Bal* by Moody's end *Be«* by Standard & Poor's. The P^teence 
Shares rMil not be rMed. 

This document consttutes a prospectus under toe Prospectus Diracdve. The *Prespeclus Oireetfve* means Directtve 2003/71/EC 
of toe &jiQ{»3n Parliament and at the Council of 4 Noramber 2003 on the prospectus to be putilshed when secuhbss are offered 
to toe pubfic or admitted to iradng. 

Appficattcm wrill be made to the Irish Rnandef Services Regulatory Authority, as competent autoority under iXrecdve 2003/71/EC, for 
the prospectus to be approved. Application will be made to the Irish Sb^ Exctumge to adnA the Notes to the Oflicia) List at^ 
trading on its regutatad market. Sub) approval w(B relate only to Notes which are to be acbnltted to trading on the regulated market 
of toe Irish Sock Exchange or other rebAatad markets for the purposes of Directive d3/22/EEC or which ere to be ofiered to toe 
piblie in any Member State of toe European Economic Area. There can be no assurance that such admission will be panted. No 
application will be made to list toe Notes on any other stock exchange. 

Investing to the Notes Involves risks. See 'Risk Factors' starting on page 26. 

THE PLEDGED ASSETS OF THE ISSUER ARE THE SOLE SOURCE OF PAYMENTS ON THE NOTES AND THE PREFERENCE 
SHARES. THE NOTES AND THE PREFERENCE SHARES DO NOT REPRESENT AN INTEREST IN OR OBUGATIONS OF. AND 
ARE NOT INSURED OR GUARANTEED BY. THE TRUSTEE. THE COOATERAL MANAGER. DEUTSCHE BANK SECURiTIES 
INC. (TJBSr OR THE IMfTlAL PURCHASEir). ANY OF ITS AFFILIATES OR ANY OTHER PERSON OR ENTITY. 

THE NOTES AND PREFERENCE SHARES HAVE NOT SEEN AND WILL NOT BE REGISTERED UNDER THE SECURITiBS ACT 
OF 1933, AS AMENDED (THE •SECURTTIES ACT), UNDER APPLICABLE STATE KCURTHES LAWS OR UNDER THE LAWS 
OF ANY OTHER JURISDICTION. NEITHER THE ISSUER NOR THE CO-ISSUER IS OR Wia BE REGISTERED UNDER THE 
UNITBO STATES INVESTMENT COMPANY ACT OF 1940. AS AMENDED (THE TMVESTMEKT COMPAKY ACF), IN RELIANCE 
UPON THE EXCLUSION PROVIDED BY SECTION 3(c)(7) THEREOF. THE NOTES AND PREFERENCE SHARES ARE BEING 
OFFEf^O (A) IN THE UNOED STATES IN REUANCE UPON AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS 
OF THE SECURITIES ACT (1) PROVIDED BY SECTION 4(2) THEREOF TO A UMHED NUMBER OF INSTrTUTIONAL 
ACCREDITED INVESTORS WITHIN THE MEANING OF RULE 501(eX1), (2), P) or (7) UNDER THE SECURTTIES ACT. OR (B) 
PURSUANT TO RULE 144A UNDER THE SECURITIES ACT CRtH^ 1*4A*) TO 'QUAUFIED INSTITUTIONAL BUYERS' (« 
DEFINED IN RULE 144A), AND (B) OUTSIDE THE UNTTEO STATES TO FCRSONS WHO ARE NOT U.S. PERSONS (AS 
DEFINED IN REGULATION S) IN OFFSHORE TRANSACTIONS IN REUAWE ON REGULATION S UNDER THE SECURfHES 
ACT (T^EGULATION ST) MO. IN EACH CASS. IN ACCORDANCE WITH AfW.lCABLE LAWS. THE NOTES AND 
PI^FERENCE SHARES MAY NOT BE OFFERED OR SOLO WITHIN THE UNITED STATES OR TO OR FOR THE ACCOUNT 
OR BENEFIT OF U.S. PERSONS EXCEPT TO QUALinEO PURCHASERS (WITHIN THE HeANING OF THE INVESTMENT 
COMPANY ACT AND THE RULES THEREUNreR). EACH PURCHASER OF NOTES OR PREFERENCE SHARES WU. BE 
DEEMED TO HAVE MADE OR WILL BE REQUIRED TO MAKE CERTAIN ACKNOWLEDGMENTS. REPRESENTATIONS AND 
AGREEMENTS AS SET FORTH UNDER TRANSFER RESTRICTIONS.* A TRANSFER OF NOTES OR PREFERENCE SHARES 
(OR ANY INTEREST THEREIN) IS SUBJECT TO CERTAIN RESTRICTIONS DESCRIBED HEREIN. INCLUDING THAT NO 
SALE, PLEDGE, TRANSFER OR EXCHANGE MAY BE MADE IN A DENOMINATION LESS THAN THE REQUIRED MINIMUM 
DENOMINATION. SEE TRANSFER RESTRICTIONS.' 

The Ntoes are ol^ed by the initial Purchaser at varying prices determined to each case at the One of sale, subject to prior s^e, 
vtoen, as and if Issued, the ai^>Toval of certeln legal matters by counsel end toe sattsfKtion ai certato other eondltkms. The initial 
Purchaser reserves toe r^ to withdraw, cencN or modify such offer and to reject orders In whcrfe or to part It is expected toat toe 
Nc4es wiQ be dtilvered on or dxnjt March IS, 2007 (toe 'Oesing Date*) thrwgh toe facliltjes of The Depository Trust Company 
CDTC), EuTodear Bank S A/N.V., and Ciearetream BanUng, socNfB anonymo, agalr^ paymeitt therefor to inwredlataly avail^e 
funds. Tne Preference Shares will be idtialty placed by toe Issuer to a single investor. It Is a ctmdtoon to the issuance of each of 
the Notes and the Preference Shares that alt of toe Notes and the Preference Shares be issued ooncurrentty. 

DEUTSCHE BANK SECURITIES INC. 

The date of tola Offering Circular is March 15, 2007 
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(cover continued) 

Concurrsnliy with the issuance of the Notes, ttie Issuer will issue 59,500 inference Shares pursuant to 
the Memorandum and Articles of Assodatlon of the Issuer (the "Issuer Charter”) and in acxordance with 
a Preference Share Paying Agency Agreement dated as of March 15, 2007 (the "Preference Share 
Paying Agency Agreement"), among the issuer, Deutsche Bank Trust Company Americas, acting 
dirough an affiliate or agent outside the United States as {deference share paying agent and preference 
share transfer agent (in such capacities, the 'Preference Share Paying Agent" and the "Preference 
Share Transfer Agent") and Oeutsdte Bank (Cayman) Limited as the share registrar (in suc^ capacity, 
the "Share Registrar"). 

interest on the Notes will be payable m U.S. dollars In an^ars on each Payment Date. Paymente of 
principal of and interest on the Notes on any Distribution Date will be made If and to ttie extent that funds 
are available on such Distribution Date In accordance with the Pnorlty of Payments set forth herein. 
Distributions on the Preference Shares will be paid to the extent funds are available in accordance with 
the Priority of Payments. See 'Description of the Notes^nlerest," " — Principal" and " — Priority of 
Payments." The prindpai of the Notes Is payable on each Distribution Date and is required to be paid by 
their applicable Stated Maturity, unless redeemed or repaid prior thereto. See "Description of the Notes — 
Principal." 

The Notes are subject to redemption under the circumstances described under "Description of the 
Notes — Mandatory Redemption," "—Auction Cal! Redemption," *— Optiona! Redemption". Clean-Up 
Call Redemption" arKi "—Tax Redemption." 

The Notes and Preference Shares offered by the issuers in fee United States will be offered in reliance cm 
an exemption frwn fee registration requirements of fee Securities Act and will be represented by one or 
more global notes ("Restricted Global Notes") in fully registered form without Interest coupons attached, 
deposited with, and registered in fee name of, DTC (or its nominee). The Notes offered by fee issuers 
outside fee United States will be offered in reliance upon Regulation S under fee Securities Act and 
initially vrill be represented by one or more tempcx^ry global notes (Temporary Regulation S Global 
Notes"), that will be exchangeable for one or more permanent global notes ("Permanent Regulation S 
Global Notes" and, together with fee Temporary Regulation S Global Notes, the "Regulation S Global 
Notes") In fully registered form without interest coupons attached, deposited with, and registered in fee 
name of, DTC (or its nominee), initialty for the accounts of Euroclear Bank S A/N.V., as operates of the 
Euroclear system ("Euroclear"), and/or Ciearstream Banking, soc/dfe anonyme ("Clearstream"). Until 
and Including fee 40th day after the later of the commencement of fee offering and the Closing Date (one 
year later with respect to the Preference Shares) (the "Distribution Compliance Period"), beneficial 
interest in a Regulation S Global Note may be held only ftrough Euroclear or Ciearstream. Except in 
the limited circumstances described herein, certificated notes wii not be issued in exchange for beneficial 
interests in a global note. See 'Description of fee Notes— form. Denomination, Registration and 
Transfer." Rreference Shares off^ed in the United States ("Rule 144A Preference Shares') will be 
issued in definitive, fully registered form registered In fee name of fee beneficial owner thereof. 

NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY. THE 
ISSUER, THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF AGREE THAT EACH OF 
THEM AND EACH OF THEIR EMPLOYEES, REPRESENTATIVES. AND OTHER AGENTS MAY 
DISCLOSE. IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS, TO ANY AND ALL 
PERSONS. WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF 
THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX 
ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX TREATMENT AND 
TAX STRUCTURE, EXCEPT WHERE CONFIDENTIALITY IS REASONABLY NECESSARY TO 
COMPLY WITH U.S. FEDERAL, STATE. OR CAYMAN ISLANDS SECURITIES LAWS. FOR 
PURPOSES OF THIS PARAGRAPH, THE TERMS TAX", TAX TREATMENr, TAX STRUCTURE", 
AND ‘TAX BENEFir ARE DEFINED UNDER TREASURY REGULATION § 1 .601 M(c). 

In this Offering Circular, references to 'U.S. OoClars’,’ USD," "Dollars" and •U.S.$" are to Unfted States 
dollars. 
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NOTICE TO NEW HAMPSHIRE RESIDENTS 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE 
HAS BEEN FILED UNDER CHAPTER 421>B OF THE NEW HAMPSHIRE REVISED STATUTES WITH 
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY 
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A 
FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT RLED UNDER RSA 421-B IS 
TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN 
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS 
THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR 
QUALIFICATIONS OF. OR RECOMMENDED OR GIVEN APPROVAL TO. ANY PERSON, SECURITY 
OR TRANSACTION. IT IS UNLAWFUL TO MAKE. OR CAUSE TO BE MADE, TO ANY 
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT 
WITH THE PROVISIONS OF THIS PARAGRAPH. 


NOTICE TO PURCHASERS 

THE SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES 
ACT OR THE SECURITIES LAWS OF ANY STATE. THE SECURITIES ARE TO BE PURCHASED FOR 
INVESTMENT ONLY AND MAY NOT BE SOLD, PLEDGED OR OTHERWISE TRANSFERRED BY AN 
INVESTOR DIRECTLY OR INDIRECTLY WITHIN THE UNITED STATES OR TO OR FOR THE 
ACCOUNT OF U.S. PERSONS (AS DEFINED IN REGULATION S) EXCEPT PURSUANT TO AN 
EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT. 
PROSPECTIVE PURCHASERS ARE HEREBY NOTIFIED THAT THE SELLER OF ANY SECURITIES 
MAY BE RELYING ON THE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF SECTION 
5 OF THE SECURITIES ACT PROVIDED BY SECTION 4(2) OF THE SECURITIES ACT, RULE 144A 
OR ANOTHER EXEMPTION FROM THE REGISTRATION REQUIREMENTS UNDER THE 
SECURITIES ACT. FOR CERTAIN RESTRICTIONS ON RESALE. SEE 'DESCRIPTION OF THE 
NOTES— FORM. DENOMINATION. REGISTRATION AND TRANSFER’ AND TRANSFER 
RESTRICTIONS' A TRANSFER OF SECURITIES IS SUBJECT TO THE RESTRICTIONS DESCRIBED 
HEREIN. INCLUDING THAT NO SALE. PLEDGE. TRANSFER OR EXCHANGE MAY BE MADE OF A 
SECURITIES (1) EXCEPT AS PERMITTED UNDER THE SECURITIES ACT AND APPLICABLE STATE 
SECURITIES LAWS PURSUANT TO AN EXEMPTION FROM REGISTRATION AS DESCRIBED 
HEREIN. (2) EXCEPT IN COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS 
SET FORTH IN THE INDENTURE (OR THE PREFERENCE SHARE PAYING AGENCY AGREEMENT 
WITH RESPECT TO THE PREFERENCE SHARES) AND (3) IN A DENOMINATION LESS THAN THE 
REQUIRED MINIMUM DENOMINATION. THE SECURITIES ARE SUBJECT TO FURTHER 
RESTRICTIONS ON TRANSFER. SEE TRANSFER RESTRICTIONS." 

NEITHER THE ISSUERS NOR THE COLLATERAL HAS BEEN REGISTERED UNDER THE 
INVESTMENT COMPANY ACT BY REASON OF THE EXEMPTION FROM REGISTRATION 
CONTAINED IN SECTION 3(cK7) THEREOF. EACH ORIGINAL PURCHASER OF AN INTEREST IN 
THE SECURITIES AND EACH SUBSEQUENT TRANSFEREE OF AN INTEREST THEREIN THAT IS A 
U.S. RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) WILL BE DEEMED 
TO HAVE (OR WITH RESPECT TO THE PREFERENCE SHARES, ACTUALLY HAVE) REPRESENTED 
AND AGREED THAT IT IS A QUALIFIED PURCHASER AND ALSO WILL BE DEEMED TO HAVE 
MADE THE REPRESENTATIONS SET FORTH IN TRANSFER RESTRICTIONS' HEREIN. NO 
TRANSFER OF SECURITIES THAT WOULD HAVE THE EFFECT OF REQUIRING EITHER OF THE 
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{SSUERS TO REGISTER AS AN INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY 
ACT WILL BE PERMITTED. THE PURCHASER OF ANY SECURITY AGREES THAT SUCH SECURITY 
IS BEING ACQUIRED FOR ITS OWN ACCOUNT AND NOT WITH A VIEW TO DISTRIBUTION AND 
MAY BE RESOLD. PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) TO A PERSON WHOM 
THE SELLER REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER. PURCHASING 
FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE. PLEDGE OR OTHER 
TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM SECURITIES ACT 
REGISTRATION PROVIDED BY RULE 144A OR (B) TO A NON-U.S. PERSON IN AN OFFSHORE 
TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S, IN EACH SUCH CASE IN 
COMPLIANCE WITH THE INDENTURE AND ALL APPLICABLE SECURITIES LAWS OF ANY STATE 
OF THE UNITED STATES OR ANY OTHER JURISDICTION. ANY TRANSFER OF A RESTRICTED 
DEFINITIVE NOTE OR A REGULATION S DEFINITIVE NOTE MAY BE EFFECTED ONLY ON THE 
NOTE REGISTER MAINTAINED BY THE NOTE REGISTRAR PURSUANT TO THE INDENTURE. ANY 
TRANSFER OF A PREFERENCE SHARE MAY BE EFFECTED ONLY ON THE PREFERENCE SHARE 
REGISTER MAINTAINED BY THE PREFERENCE SHARE REGISTRAR PURSUANT TO THE 
PREFERENCE SHARE PAYING AGENCY AGREEMENT. ANY TRANSFER OF AN INTEREST IN A 
RESTRICTED GLOBAL NOTE OR A REGULATION S GLOBAL NOTE WILL BE SHOWN ON. AND 
TRANSFERS THEREOF WILL BE EFFECTED ONLY THROUGH. RECORDS MAINTAINED BY DTC 
AND ITS DIRECT AND INDIRECT PARTICIPANTS (INCLUDING. IN THE CASE OF REGULATION S 
GLOBAL NOTES, EUROCLEAR AND CLEARSTREAM). ANY TRANSFER OF AN INTEREST IN A 
REGULATION S GLOBAL PREFERENCE SHARE WILL BE SHOWN ON. AND TRANSFERS THEREOF 
WILL BE EFFECTED ONLY THROUGH. RECORDS MAINTAINED BY DTC AND ITS DIRECT AND 
INDIRECT PARTICIPANTS (INCLUDING. IN THE CASE OF REGULATION S GLOBAL NOTES, 
EUROCLEAR AND CLEARSTREAM). 

EACH ORIGINAL PURCHASER AND TRANSFEREE OF A NOTE WILL BE DEEMED TO REPRESENT 
AND WARRANT THAT EITHER (A) IT IS NOT AN "EMPLOYEE BENEFIT PLAN" AS DEFINED IN 
SECTION 3(3) OF THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS 
AMENDED ("ERISA") THAT IS SUBJECT TO TITLE I OF ERISA. A PLAN DESCRIBED IN SECTION 
4975(e)(1) OF THE UNITED STATES INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE 
"CODE") THAT IS SUBJECT TO SECTION 4975 OF THE CODE, A GOVERNMENTAL OR CHURCH 
PLAN WHICH IS SUBJECT TO ANY U.S. FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO 
THE PROHIBITED TRANSACTION PROVISIONS OF SECTION 408 OF ERISA OR SECTION 4975 OF 
THE CODE. OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN 
PURSUANT TO 29 C.F.R. SECTION 2510.3-101. AS MODIFIED BY SECTION 3(42) OF ERISA, OR 
OTHERWISE, OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WIU NOT RESULT IN A 
NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF 
THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN, A NON-EXEMPT 
VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL, STATE OR LOCAL LAW). 

EACH ORIGINAL PURCHASER AND TRANSFEREE OF A PREFERENCE SHARE WILL REPRESENT 
AND WARRANT THAT IT IS NOT (I) AN ERISA PLAN; (11) A BENEFIT PLAN INVESTOR; (III) A 
PERSON ACTING ON BEHALF OF AN ERISA PLAN OR; OR (IV) UNLESS NONE OF ITS ASSETS 
COULD BE DEEMED TO INCLUDE "PLAN ASSETS" SUBJECT TO TITLE I OF ERISA OR SECTION 
4975 OF THE CODE. ANY OTHER BENEFIT PLAN INVESTOR, 


THE SECURnriES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNFTED STATES 
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION OR 


ill 
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OTHER REGULATORY AUTHORmr, AND NONE OF THE FOREGOING AUTHORTTIES HAS 
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS OFFERING CIRCULAR. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


This OfTering Circular has been prepared by the Issuers solely for use In connection with the offering 
d^cribed herein of the Notes and the FYeference Shares (the "Offering') and for listing purposes. The 
issuers accept responsibility for the information contained in this document (except as provided below). 
To ttie best knowledge and belief of tiie Issuers, the infonnation contained in this document (except in 
respect of the Information appearing in the Section (i) "The Coiiaterai Manager" as to which the Collateral 
Manager accepts sc^ responsibility, (ii) "Description of tiie Initial Investment ^r^ment— The Initial 
Investment Agreement Provider" as to vrf^ich the Initial Imrestment Agreement Provider accepte sole 
responsitxiity, (ill) "Deutsche Bank Aktiengesetlschafl* es to which the First Synthetic Security 
Counterparty accepts sole responsibility and (iv) "Plan of Distribution" as to which the Initial Purchaser 
accept sole responsibility), Is in accordance with the facts and does not omit anything likely to affect the 
import of such information. The Issuers accept responsibility accordingly. The Issuers dteciaim any 
obligation to update such infcHmation and do not intend to do so. Neither the Initial Purchaser nor any of 
their affiliates makes any representation or warranty as to, has independently verified or assumes any 
responsibility tor, toe accuracy or completeness of toe Information contained herein other than toe 
Information appearing In the section "Deutsche Bank Aktiengeseilschaft", for which it accepts sole 
responsibtiity. Neitoer the Collateral Manager nor any of Its affiliates makes any representation or 
warranty as to, has independently verified or assumes any responsibility for, the accuracy and 
completeness of toe information contained herein other than the information appearing in toe section "The 
Coiiaterai Manager", fcM* which it accepts sole responsibility. Neitoer toe initial Investment Agreement 
Provider nor any of its affiliates makes any representation or wananty as to, has independently vertfied or 
assumes any responsibility for, the accuracy and completeness of the information contained herein other 
than toe information appearing in the section "Description of toe Initlai investment Agreement— -The Initial 
Investment Agreement Provider", for which it accepts sde responsibility. To the best knowledge and 
belief of the First Synthetic Security Counterparty, the inf(x'mation contained in toe section "Deutsche 
Bank Aktiengeselischaff Is In accordance with toe facts and does not omit anything likely to affect toe 
irhport of such information. To the best Knowledge and belief of toe Collateral Manager, the information 
contained in toe section "The Collateral Manager" is in actxjrdance vrith toe facts and does not omit 
anything likely to affect the import of such information. To the best knowledge and belief of toe initial 
Investment Agreement Provider, the Information contained in the section "Description of the Initial 
Investment /^reement— The Initial Investment Agreement Is in accordance with the facts and 

does not omit anything likely to affect the import of such Informatkm. Nothir>g contained in this Offering 
Circular is or should be relied upon as a promise or representation as to future results or events. The 
Trustee has not participated In the preparation of this Offerirrg Circular and assumes no responsibility for 
its contents. 

Ail of toe statements in this Offering Circular with respect to the business of the Issuers, and any financial 
projections or other forecaste, are based on information furnished by the Issuers. See "Forward Looking 
Statements." None of toe Initial Purchaser, toe Collateral Manager and their respective affiliates assumes 
any responsibility for the performance of any obligations of either of toe Issuers cm- any other persons 
described in tois Offering Circular (except that toe Collateral Manager is responsible Iot toe performance 
of Its obligations under toe Management Agreement) or for the due execution, validity or enforceability of 
the Notes, Instruments or documents delivered in connection mlh the Notes or for the value cm* validity of 
any collateral or security Interests pledged In connection towewith. 
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This Offering Cu-cutar contains summaries of certain documents. The summaries do not purport to be 
complete and are qualified in their entirety by reference to such documents, copies of which will be made 
available to offerees upon request. Requests and stqumes r^arding this Offering Circular or such 
documents should be directed to OBSi inc.. 60 Wall Street, New York. New York 10005, Attention; Global 
Markets/CDO Group. Copies of such documents may also be obtained free of charge from the Irish 
Paying Agent. 

The Issuers will make available to any ofreree of the Notes, prior to the issuance thereof, the opporfrinity 
to ask questions of and to receive answers from the lssu«^ or a person acting on their behalf concerning 
the terms and condi^ons of the Offering, the Issuers or any other relevant matters and to obtain any 
addiUonal information to the extent the Issuers possess such Information or can obtain ft v^hout 
unreasonable expertse. The information referred to in this paragraph wilt also be obtainable at the office 
of the Irish Paying Agent. 

Each Original Purchaser of a Note or Preference Share (or Interest therein) offered and sold in the United 
States will be required (or in obtain circumstances deemed) to represent to the Initial Purchaser ofrering 
any Note to it that such Original Purchaser (aXi) is an institutional ‘accredited Investor” within the 
meaning of Rule 501(aK1)> (2). (3) or (7) (an ‘institutional Accredited Investor"), or (ii) is a qualified 
institutional buyer as defined in Rule 144A fQuallfled institutional Buyer") ar)d (b) Is acquiring the 
Notes or Preference Shares for its own account for investment purposes and not with a view to the 
distiibution thereof (except in accordance with Rule 144A). Each Original Purchaser of the Notes and 
Preference Shares will also be required to acknowledge or be deemed to acknowledge that the Notes 
and Preference Shares have not been arKl will not be registered under U>e Securities Act and may not be 
reoffered, resold, pledged or otherwise transferred except (a) (j) to a person whom the seller reasonably 
believes is both a Qualified Purchaser (as defined b^ow) and a Qualified Institutional Buyer purchasing 
for Its own account, to whom notice Is given that the resale, pledge or other transfer is being made in 
reliance on the exemption from registration provided by Rule 144A under the Securities Act or (ii) to a non 
U.S. Person In an offshore transaction in accordance with Rule 904 of Regulation S, (b) In compliance 
with the ceriiTicaUon (if any) and other requirements speeded in the indenture (or Preference Share 
Paying Agency Agreement, as applicable) and (c) in accordance with any applicable securities laws of 
any state of the United States and any other relevant jurisdiction. Each Original Purchaser of a Note that 
is a U.S. resident (within the meaning of the Investment Company Act) will be required to represent or be 
deemed to represent that it or the account for which K is purchasing such Notes is a Qualified Purchaser. 
A "Qualified Purchaser” is (I) a 'qualified purchaser" within the meaning of the Investment Company Act 
and the rules Uiereunder, (ii) a ‘knowledgeable employee* respect to the Issuer within the meaning of 
Rule 3c-5 under tiie Investment Company Act or (iu) a company beneficially owned exclusively by one or 
more ‘qualified purchasers* and/or ‘knowledgeable employees* vrith respect to the Issuer. 

The Initial Purchaser currently does not intend to make a market in any Class of Notes or the Preference 
Shares, and the initial Purchaser Is under no obllgaticm to do so. In the event that the Initial Purchaser 
commences any market-making. It may discontinue the same at any time. Th^e can be no assurance 
that a secondary market for any Class of Notes or the Preference Shares will develop, or rf a secondary 
market does develop, that it will (^vlde the holders of such Class of Notes or Preferer^e Shares wiUi 
liquidity investment or that it will continue for the life of such Class of Notes or Preferm:e Shares. 


THIS OFFERING CIRCULAR IS FOR INFORMATION PURPOSES ONLY AND IS NOT INTENDED TO" ■ 
BE RELIED UPON ALONE AS THE BASIS FOR AN INVESTMENT DECISION. IN MAKING AN 
INVESTMENT DECISION, PROSPECTIVE INVESTORS MUST RELY ON THEIR OWN EXAMINATION 
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OF THE ISSUERS AND THE TERMS OF THE OFFERING. INCLUDING THE MERITS AND RISKS 
INVOLVED AND MUST NOT RELY UPON INFORMATION PROVIDED BY OR STATEMENTS MADE 
BY THE INITIAL PURCHASER. THE COLLATERAL MANAGER OR ANY OF THEIR AFFILIATES. 
INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR THE FINANCIAL 
RISKS OF AN INVESTMENT IN THE NOTES FOR AN INDEFINITE PERIOD OF TIME. 

NONE OF THE ISSUERS, THE COLLATERAL MANAGER. THE INTEREST RATE SWAP 
COUNTERPARTY (IF ANY), THE SYNTHETIC SECURITY COUNTERPARTY. THE OFFSETTING 
TRANSACTION COUNTERPARTY. THE INITIAL INVESTMENT AGREEMENT PROVIDER. THE 
INITIAL PURCHASER AND ITS AFFILIATES MAKES ANY REPRESENTATION TO ANY OFFEREE OR 
PURCHASER OF NOTES REGARDING THE LEGALITY OF INVESTMENT THEREIN BY SUCH 
OFFEREE OR PURCHASER UNDER APPLICABLE LEGAL INVESTMENT OR SIMILAR UWS OR 
REGULATIONS OR THE PROPER CLASSIFICATION OF SUCH AN INVESTMENT THEREUNDER. 
THE CONTENTS OF THIS OFFERING CIRCULAR ARE NOT TO BE CONSTRUED AS LEGAL, 
BUSINESS OR TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN 
ATTORNEY, BUSINESS ADVISOR AND TAX ADVISOR AS TO LEGAL. BUSINESS AND TAX ADVICE. 

NO PERSON IS AUTHORIZED IN CONNECTION WITH ANY OFFERING MADE HEREBY TO GIVE 
ANY INFORMATION OR MAKE ANY REPRESENTATION OTHER THAN AS CONTAINED HEREIN 
AND. IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION MUST NOT BE RELIED 
UPON AS HAVING BEEN AUTHORIZED BY THE ISSUER. THE CO-ISSUER, THE COLLATERAL 
MANAGER. THE INITIAL PURCHASER OR ITS AFFILIATES. THIS OFFERING CIRCULAR DOES NOT 
CONSTITUTE AN OFFER TO SELL. OR A SOLICITATION OF AN OFFER TO BUY. (A) ANY 
SECURITIES OTHER THAN THE NOTES OR PREFERENCE SHARES OR (B) ANY NOTE OR 
PREFERENCE SHARE IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO 
MAKE SUCH AN OFFER OR SOLICITATION. THE DISTRIBUTION OF THIS OFFERING CIRCULAR 
AND THE OFFERING OF THE NOTES AND/OR PREFERENCE SHARES IN CERTAIN 
JURISDICTIONS MAY BE RESTRICTED BY LAW. PERSONS INTO WHOSE POSSESSION THIS 
OFFERING CIRCULAR COMES ARE REQUIRED BY THE ISSUERS AND THE INITIAL PURCHASER 
TO INFORM THEMSELVES ABOUT, AND TO OBSERVE. ANY SUCH RESTRICTIONS. IN 
PARTICULAR, THERE ARE RESTRICTIONS ON THE DISTRIBUTION OF THIS OFFERING 
CIRCULAR. AND THE OFFER AND SALE OF NOTES AND PREFERENCE SHARES. IN THE UNITED 
STATES OF AMERICA THE UNITED KINGDOM AND THE CAYMAN ISLANDS. SEE ’PLAN OF 
DISTRIBUTION.’ NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE MADE 
HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN NO CHANGE 
IN THE AFFAIRS OF THE ISSUERS OR THAT THE INFORMATION HEREIN IS CORRECT AS OF ANY 
DATE SUBSEQUENT TO THE DATE AS OF WHICH SUCH INFORMATION IS GIVEN HEREIN. THE 
ISSUERS AND THE INITIAL PURCHASER RESERVES THE RIGHT. FOR ANY REASON, TO REJECT 
ANY OFFER TO PURCHASE IN WHOLE OR IN PART. TO ALLOT TO ANY OFFEREE LESS THAN 
THE FUU AMOUNT OF NOTES SOUGHT BY SUCH OFFEREE OR TO SELL LESS THAN THE 
AGGREGATE STATED PRINCIPAL AMOUNT OF ANY CLASS OF NOTES. 


THE DISTRIBUTION OF THIS OFFERING CIRCULAR AND THE OFFER OR SALE OF NOTES AND 
PREFERENCE SHARES MAY BE RESTRICTED BY LAW IN CERTAIN JURISDICTIONS. NONE OF 
THE ISSUER. THE CO-ISSUER OR THE INITIAL PURCHASER REPRESENTS THAT THIS 
DOCUMENT MAY BE LAWFULLY DISTRIBUTED, OR THAT ANY NOTES MAY BE LAWFULLY 
OFFERED, IN COMPLIANCE WITH ANY APPUCABLE REGISTRATION OR OTHER 
REQUIREMENTS IN ANY SUCH JURISDICTION, OR PURSUANT TO AN EXEMPTION AVAILABLE 


Vi 
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THEREUNDER, OR ASSUME ANY RESPONSIBlLfTY FOR FACILITATING ANY SUCH 
DISTRIBUTION OR OFFERING. IN PARTICULAR. NO ACTION HAS BEEN TAKEN BY THE ISSUER, 
THE CO-ISSUER OR THE INITIAL PURCHASER WHICH WOULD PERMIT A PUBLIC OFFERING OF 
ANY NOTES OR DiSTRiBUTION OF THIS DOCUMENT IN ANY JURISDICTION WHERE ACTION FOR 
THAT PURPOSE IS REQUIRED. ACCORDINGLY, NO NOTES OR PREFERENCE SHARES MAY BE 
OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, AND NEITHER THIS OFFERING CIRCULAR NOR 
ANY ADVERTISEMENT OR OTHER OFFERING MATERIAL MAY BE DISTRIBUTED OR PUBUSHED 
IN ANY JURISDICTION. EXCEPT UNDER CIRCUMSTANCES THAT WILL RESULT IN COMPLIANCE 
WITH ANY APPLICABLE LAWS AND REGULATIONS. PERSONS INTO WHOSE POSSESSION THIS 
OFFERING CIRCULAR OR ANY NOTES COME MUST INFORM THEMSELVES ABOUT AND 
OBSERVE ANY SUCH RESTRICTIONS. 


NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY, THE 
ISSUER, THE INITIAL PURCHASER. THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF 
AGREE THAT EACH OF THEM AND EACH OF THEIR EMPLOYEES. REPRESENTATIVES. AND 
OTHER AGENTS MAY DISCLOSE. IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS, TO 
ANY AND ALL PERSONS. WITHOUT LIMITATION OF ANY KIND. THE TAX TREATMENT AND TAX 
STRUCTURE OF THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS 
OR OTHER TAX ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX 
TREATMENT AND TAX STRUCTURE. EXCEPT WHERE CONFIDENTIALITY IS REASONABLY 
NECESSARY TO COMPLY WITH U.S. FEDERAL, STATE. OR CAYMAN ISLANDS SECURITIES 
LAWS. 


THIS DOCUMENT IS CONSIDERED AN ADVERTISEMENT FOR PURPOSES OF APPLICABLE 
MEASURES IMPLEMENTING E.U. DIRECTIVE 2003/71/EC. A PROSPECTUS PREPARED 
PURSUANT TO THE PROSPECTUS DIRECTIVE WILL BE PUBLISHED. WHICH CAN BE OBTAINED 
FROM THE ISSUER AND THE IRISH PAYING AGENT. SEE 'LISTING AND GENERAL 
INFORMATION'. 


NOTICE TO FLORIDA RESIDENTS 

THE NOTES AND PREFERENCE SHARES ARE OFFERED PURSUANT TO A CLAIM OF EXEMPTION 
UNDER SECTION 517.061 OF THE FLORIDA SECURITIES ACT (THE 'FLORIDA ACT") AND HAVE 
NOT BEEN REGISTERED UNDER THE FLORIDA ACT IN THE STATE OF FLORIDA FLORIDA 
RESIDENTS WHO ARE NOT INSTITUTIONAL INVESTORS DESCRIBED IN SECTION 517.061(7) OF 
THE FLORIDA ACT HAVE THE RIGHT TO VOID THEIR PURCHASES OF THE NOTES AND 
PREFERENCE SHARES WITHOUT PENALTY WITHIN THREE DAYS AFTER THE FIRST TENDER OF 
CONSIDERATION. 
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NOTICE TO CQNNECTtCUT RESIDENTS 

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE 
CONNECTICUT SECURITIES LAW. THE NOTES AND PREFERENCE SHARES ARE SUBJECT TO 
RESTRICTIONS ON TRANSFERABILITY AND SALE. 


NOTICE TO GEORGIA RESIDENTS 

THE NOTES AND PREFERENCE SHARES HAVE BEEN ISSUED OR SOLD IN RELIANCE ON 
PARAGRAPH (13) OF CODE SECTION .10-5-9 OF THE GEORGIA SECURITIES ACT OF 1973. /WO 
MAY NOT BE SOLD OR TRANSFERRED EXCEPT IN A TRANSACTION WHICH IS EXEMPT UNDER 
SUCH ACT OR PURSUANT TO AN EFFECTIVE REGISTRATION UNDER SUCH ACT. 


NOTICE TO RESIDENTS OF AUSTRALIA 

NO PROSPECTUS. DISCLOSURE DOCUMENT, OFFERING MATERIAL OR ADVERTISEMENT IN 
RELATION TO THE NOTES AND PREFERENCE SH/WES HAS BEEN LODGED WITH THE 
AUSTRALIAN SECURITIES AND INVESTMENTS COMMISSION OR THE AUSTRALI/W STOCK 
EXCHANGE LIMITED. ACCORDINGLY. A PERSON MAY NOT (A) MAKE. OFFER OR INVITE 
APPLICATIONS FOR THE ISSUE. SALE OR PURCHASE OF THE NOTES AND PREFERENCE 
SHARES WITHIN. TO OR FROM AUSTRALIA (INCLUDING AN OFFER OR INVITATION WHICH IS 
RECEIVED BY A PERSON IN AUSTRALIA) OR (B) DISTRIBUTE OR PUBLISH THIS OFFERING 
CIRCULAR OR ANY OTHER PROSPECTUS. DISCLOSURE DOCUMENT. OFFERING MATERIAL OR 
ADVERTISEMENT RELATING TO THE SECURITIES IN AUSTRALIA, UNLESS (I) THE MINIMUM 
AGGREGATE CONSIDERATION PAYABLE BY EACH OFFEREE IS THE U.S. DOLLAR EQUIVALENT 
OF AT LEAST /\$500.000 (DISREGARDING MONEYS LENT BY THE OFFEROR OR ITS 
ASSOCIATES) OR THE OFFER OTHERWISE DOES NOT REQUIRE DISCLOSURE TO INVESTORS 
IN ACCORDANCE WITH PART 6D.2 OF THE CORPORATIONS ACT 2001 (CWLTH) OF AUSTRALIA 
AND (11) SUCH ACTION COMPLIES WITH ALL /APPLICABLE LAWS AND REGULATIONS. 
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NQTtCE TO RESIDENTS OF AUSTRIA 

THIS OFFERING CIRCULAR IS NOT A PROSPECTUS UNDER THE AUSTRIAN CAPITAL MARKETS 
ACT OR THE AUSTRIAN INVESTMENT FUNDS ACT. THIS OFFERING CIRCULAR HAS NOT BEEN 
EXAMINED BY A PROSPECTUS AUDITOR AND NO PROSPECTUS ON THE PRIVATE PLACEMENT 
OF THE NOTES AND PREFERENCE SHARES HAS BEEN PUBLISHED OR WILL BE PUBLISHED IN 
AUSTRIA. THE NOTES AND PREFERENCE SHARES ARE OFFERED IN AUSTRIA ONLY TO A 
RESTRICTED AND SELECTED NUMBER OF PROFESSIONAL AND SOPHISTICATED INDIVIDUAL 
INVESTORS. AND NO PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES IN 
AUSTRIA IS BEING MADE OR IS INTENDED TO BE MADE. THE NOTES AND PREFERENCE 
SHARES CAN ONLY BE ACQUIRED FOR A COMMITMENT EXCEEDING ATS600.000 OR ITS 
EQUIVALENT VALUE IN ANY FOREIGN CURRENCY. THE INTERESTS ISSUED BY THE ISSUERS 
ARE NOT OFFERED IN AUSTRIA. AND THE ISSUERS ARE NOT AND WILL NOT BE REGISTERED 
AS A FOREIGN INVESTMENT FUND IN AUSTRIA. 


NOTICE TO RESIDENTS OF BAHRAIN 

NO PUBLIC OFFER OF THE NOTES AND PREFERENCE SHARES WILL BE MADE IN BAHRAIN AND 
NO APPROVALS HAVE BEEN SOUGHT FROM ANY GOVERNMENTAL AUTHORITY OF OR IN 
BAHRAIN. NONE OF THE CO-ISSUERS. THE COLLATERAL MANAGER AND THE INITIAL 
PURCHASER IS PERMITTED TO MAKE ANY INVITATION TO THE PUBLIC IN THE STATE OF 
BAHRAIN TO SUBSCRIBE FOR THE NOTES AND PREFERENCE SHARES AND THIS OFFERING 
CIRCULAR MAY NOT BE ISSUED, PASSED TO. OR MADE AVAILABLE TO MEMBERS OF THE 
PUBLIC IN BAHRAIN GENERALLY. 


NOTICE TO RESIDENTS OF BELGIUM 

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED. SOLD, TRANSFERRED OR 
DELIVERED IN OR FROM BELGIUM AS PART OF THEIR INITIAL DISTRIBUTION OR AT ANY TIME 
THEREAFTER. DIRECTLY OR INDIRECTLY, OTHER THAN TO PERSONS OR ENTITIES 
MENTIONED IN ARTICLE 3 OF THE ROYAL DECREE OF JANUARY 9. 1991 RELATING TO THE 
PUBLIC CHARACTERISTIC OF OPERATIONS CALLING FOR SAVINGS AND ON THE ASSIMILATION 
OF CERTAIN OPERATIONS TO A PUBLIC OFFER (BELGIAN OFFICIAL JOURNAL OF JANUARY 12, 
1991). THEREFORE. THE NOTES AND PREFERENCE SHARES ARE EXCLUSIVELY DESIGNED FOR 
CREDIT INSTITUTIONS. STOCK EXCHANGE COMPANIES. COLLECTIVE INVESTMENT FUNDS. 
COMPANIES OR INSTITUTIONS, INSURANCE COMPANIES AND/OR PENSION FUNDS ACTING 
FOR THEIR OWN ACCOUNT ONLY. 


NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS 

NO INVITATION TO SUBSCRIBE FOR ANY NOTES AND PREFERENCE SHARES MAY BE MADE TO 
THE PUBLIC IN THE CAYMAN ISLANDS. 
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NOTICE TO RESIDENTS OF DENMARK 

EACH OF THE ISSUERS AND THE INITIAL PURCHASER HAS AGREED THAT IT HAS NOT 
OFFERED OR SOLO AND WILL NOT OFFER, SELL OR DELIVER ANY NOTES AND PREFERENCE 
SHARES IN THE KINGDOM OF DENMARK, DIRECTLY OR INDIRECTLY, BY WAY OF PUBLIC 
OFFER. UNLESS SUCH OFFER, SALE OR DELIVERY IS. OR WAS, IN COMPLIANCE WITH THE 
DANISH ACT NO. 1072 OF DECEMBER 20. 1995 ON SECURITIES TRADING. CHAPTER 12 ON 
PROSPECTUSES ON FIRST PUBLIC OFFER OF CERTAIN EXECUTIVE SECURITIES AND ANY 
EXECUTIVE ORDERS ISSUED PURSUANT THERETO. 


NOTICE TO RESIDENTS OF FINLAND 

THIS OFFERING CIRCULAR HAS BEEN PREPARED FOR PRIVATE INFORMATION PURPOSES OF 
INTERESTED INVESTORS ONLY. IT MAY NOT BE USED FOR AND SHALL NOT BE DEEMED A 
PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES. THE RAHOITUSTARKASTUS 
HAS NOT AUTHORIZED ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES AND 
PREFERENCE SHARES; ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE 
OFFERED OR SOLD IN FINLAND OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY 
FINNISH LAW. THIS OFFERING CIRCULAR IS STRICTLY FOR PRIVATE USE BY ITS HOLDER AND 
MAY NOT BE PASSED ON TO THIRD PARTIES. 


NOTICE TO RESIDENTS OF FRANCE 

THIS OFFERING CIRCULAR IS FURNISHED TO YOU SOLELY FOR YOUR INFORMATION AND MAY 
NOT BE REPRODUCED OR REDISTRIBUTED TO ANY OTHER PERSON, IT IS STRICTLY 
CONFIDENTIAL AND IS SOLELY DESTINED FOR PERSONS OR INSTITUTIONS TO WHICH IT WAS 
INITIALLY SUPPLIED. THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER OR AN 
INVITATION TO SUBSCRIBE FOR OR TO PURCHASE ANY OFFERED SECURITIES AND NEITHER 
THIS DOCUMENT NOR ANYTHING CONTAINED HEREIN SHALL FORM THE BASIS OF ANY 
CONTRACT OR COMMITMENT WHATSOEVER. 

AS LONG AS THE PROSPECTUS DIRECTIVE IS NOT IMPLEMENTED IN FRANCE. THE FOLLOWING 
FRENCH SELLING RESTRICTIONS WILL APPLY: EACH OF THE INITIAL PURCHASER HAS 
REPRESENTED AND AGREED. AND EACH FUTURE DEALER WILL BE REQUIRED TO REPRESENT 
AND AGREE .THAT IN CONNECTION WITH THEIR INITIAL DISTRIBUTION IT HAS NOT OFFERED 
OR SOLD OR CAUSED TO BE OFFERED OR SOLD AND WILL NOT OFFER OR SELL OR CAUSED 
TO BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY. ANY OFFERED SECURITIES BY WAY OF 
A PUBLIC OFFERING IN THE REPUBLIC OF FRANCE (AN APPEL PUBLIC A L’^PARGNE AS 
DEFINED IN ARTICLE L41M OF THE FRENCH CODE MONETAJRE ET FINANCIER (THE "FRENCH 
CODE")) AND THAT OFFERS AND SALES OF THE OFFERED SECURITIES WILL BE MADE IN THE 
REPUBLIC OF FRANCE IN ACCORDANCE WITH THE ARTICLE L411-1 AND FOLLOWING OF THE 
FRENCH CODE AND DECREE NO.98.880 DATED 1ST OCTOBER. 1998 RELATING TO OFFERS TO 
QUALIFIED INVESTORS. 
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NOTICE TO RESIDENTS OF GERMANY 

THE NOTES AND PREFERENCE SHARES MAY ONLY BE ACQUIRED IN ACCORDANCE WITH THE 
GERMAN WERTPAPIERPROSPEKTGESETZ (‘SECURinES PROSPECTUS ACT) AND THE 
INVESTMENTGESETZ (’IMVESTWENT ACF). THE. SECURITIES ARE NOT REGISTERED OR 
AUTHORIZED FOR DISTRIBUTION UNDER THE INVESTMENT ACT AND MAY NOT BE. AHD ARE 
NOT BEING OFFERED OR ADVERTISED PUBLICLY OR OFFERED SIMILARLY UNDER THE 
INVESTMENT ACT OR THE SECURITIES PROSPECTUS ACT. THEREFORE. THIS OFFER IS ONLY 
BEING MADE TO RECIPIENTS TO WHOM THIS DOCUMENT IS PERSONALLY ADDRESSED AND 
DOES NOT CONSTITUTE AN OFFER OR ADVERTISEMENT TO THE PUBLIC. THE SECURITIES 
CAN ONLY BE ACQUIRED FOR A MINIMUM PURCHASE PRICE OF AT LEAST € 50,000 
(EXCLUDING COMMISSIONS AND OTHER FEES) PER PERSON. ALL PROSPECTIVE INVESTORS 
ARE URGED TO SEEK INDEPENDENT TAX ADVICE. NONE OF THE ISSUER. THE TRUSTEE. THE 
COLLATERAL MANAGER, THE INITIAL PURCHASER OR ANY OF THEIR RESPECTIVE AFFILIATES 
GIVES ANY TAX ADVICE. 


NOTICE TO RESIDENTS OF HONG KONG 

NO PERSON MAY OFFER OR SELL ANY NOTE IN HONG KONG BY MEANS OF THIS OFFERING 
CIRCULAR OR ANY OTHER DOCUMENT OTHERWISE THAN TO PERSONS WHOSE ORDINARY 
BUSINESS IT IS TO BUY OR SELL SHARES OR DEBENTURES (WHETHER AS PRINCIPAL OR 
AGENT) OR IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN OFFER TO THE PUBLIC 
WITHIN THE MEANING OF THE COMPANIES ORDINANCE (CHAPTER 32 OF THE LAWS OF HONG 
KONG). UNLESS IT IS A PERSON WHO IS PERMITTED TO DO SO UNDER THE SECURITIES UWS 
OF HONG KONG, NO PERSON MAY IN HONG KONG ISSUE, OR HAVE IN ITS POSSESSION FOR 
THE PURPOSES OF ISSUE. THIS OFFERING CIRCULAR OR ANY OTHER ADVERTISEMENT. 
INVITATION OR DOCUMENT RELATING TO THE NOTES AND PREFERENCE SHARES OTHER 
THAN (I) IN RESPECT OF NOTES OR PREFERENCE SHARES TO BE DISPOSED OF TO PERSONS 
OUTSIDE HONG KONG OR ONLY TO PERSONS WHOSE BUSINESS INVOLVES THE ACQUISITION. 
DISPOSAL OR HOLDING OF SECURITIES. WHETHER AS PRINCIPAL OR AGENT. OR (11) IN 
CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN INVITATION TO THE PUBLIC WITHIN THE 
MEANING OF THE PROTECTION OF INVESTORS ORDINANCE (CHAPTER 335 OF THE LAWS OF 
HONG KONG). 


NOTICE TO RESIDENTS OF ITALY 

THIS OFFERING CIRCULAR MAY NOT BE DISTRIBUTED TO MEMBERS OF THE PUBLIC IN ITALY. 
THE ITALIAN COMMISSIONE NAZIONALE PER LA SOCIETA E LA BORSA HAS NOT AUTHORIZED 
ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES OR PREFERENCE SHARES. 
ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED OR SOLD IN 
ITALY OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY ITALIAN LAW. 
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NOTICE TO RESIDENTS OF JAPAN 

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN. AND WILL NOT BE. REGISTERED 
UNDER THE SECURITIES AND EXCHANGE LAW OF JAPAN. NEITHER THE NOTES, THE 
PREFERENCE SHARES NOR ANY INTEREST THEREIN MAY BE OFFERED, SOLD. RESOLD OR 
OTHERWISE TRANSFERRED. DIRECTLY OR INDIRECTLY. IN JAPAN OR TO OR FOR THE 
ACCOUNT OF ANY RESIDENT OF JAPAN (WHICH TERM AS USED HEREIN MEANS ANY PERSON 
RESIDENT IN JAPAN, INCLUDING ANY CORPORATION OR OTHER ENTITY ORGANIZED UNDER 
THE LAWS OF JAPAN). OR TO OTHERS FOR RE-OFFERING OR SALE. DIRECTLY OR INDIRECTLY. 
IN JAPAN OR TO A RESIDENT OF JAPAN EXCEPT PURSUANT TO AN EXEMPTION FROM THE 
REGISTRATION REQUIREMENTS OF, AND OTHERWISE IN COMPLIANCE WITH. THE SECURITIES 
AND EXCHANGE UW AND ANY OTHER APPLICABLE LAW, REGULATIONS AND MINISTERIAL 
GUIDELINES OF JAPAN. 


NOTICE TO RESIDENTS OF KOREA 

NONE OF THE ISSUER. THE CO-ISSUER AND THE INITIAL PURCHASER IS MAKING ANY 
REPRESENTATION. EXPRESS OR IMPLIED, WITH RESPECT TO THE QUALIFICATION OF THE 
RECIPIENTS OF THIS OFFERING CIRCULAR FOR THE PURPOSE OF INVESTING IN THE NOTES 
OR PREFERENCE SHARES UNDER THE LAWS OF KOREA. INCLUDING AND WITHOUT 
LIMITATION THE FOREIGN EXCHANGE MANAGEMENT LAW AND REGULATIONS THEREUNDER. 
THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE 
SECURITIES AND EXCHANGE LAW OF KOREA AND NONE OF THE NOTES OR PREFERENCE 
SHARES MAY BE OFFERED OR SOLD OR DELIVERED, DIRECTLY OR INDIRECTLY. IN KOREA OR 
TO ANY RESIDENT OF KOREA EXCEPT PURSUANT TO APPLICABLE LAWS AND REGULATIONS 
OF KOREA. 


NOTICE TO RE5iDENIS.OF THE NETHERLANDS 

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD, TRANSFERRED OR 
DELIVERED, WHETHER DIRECTLY OR INDIRECTLY. TO ANY INDIVIDUAL OR LEGAL ENTITY IN 
THE NETHERLANDS OTHER THAN TO INDIVIDUALS WHO, OR LEGAL ENTITIES WHICH. IN THE 
COURSE OF THEIR OCCUPATION OR BUSINESS. DEAL OR INVEST IN SECURITIES (AS SET OUT 
IN SECTION 1 OF THE REGULATION OF 9 OCTOBER 1990 IN IMPLEMENTATION OF SECTION 14 
OF THE ACT ON THE SUPERVISION OF INVESTMENT INSTITUTIONS). 


NOTICE TO RESIDENTS OF NORWAY 

EACH OF THE ISSUERS AND THE INITIAL PURCHASER REPRESENTS AND AGREES THAT IT 
WILL COMPLY WITH CHAPTER 5 OF THE NORWEGIAN ACT NO. 79 OF JUNE 19. 1997 ON 
SECURITIES TRADING (SECURITIES TRADING ACT) AND EACH OF THE ISSUERS AND THE 
INITIAL PURCHASER ADDITIONALLY REPRESENT AND AGREE THAT THEY HAVE NOT, DIRECTLY 
OR INDIRECTLY, OFFERED OR SOLD AND WILL NOT. DIRECTLY OR INDIRECTLY. OFFER OR 
SELL IN THE KINGDOM OF NORWAY OR TO INVESTORS IN THE NORWEGIAN SECURITIES 


xii 


Confidential Treatment Requested 


GEM7-00000440 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00303 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



300 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1052 


MARKET ANY NOTES OR PREFERENCE SHARES OTHER THAN TO PERSONS WHO ARE 
REGISTERED WITH THE OSLO STOCK EXCHANGE AS PROFESSIONAL INVESTORS. 


NOTICE TO RESIDENTS OF SINGAPORE 

THIS OFFERING CIRCULAR WILL, PRIOR TO ANY SALE OF SECURITIES PURSUANT TO THE 
PROVISIONS OF SECTION 106D OF THE COMPANIES ACT (CAP. 50). BE LODGED. PURSUANT TO 
SAID SECTION 106D, WITH THE REGISTRAR OF COMPANIES IN SINGAPORE. WHICH TAKES NO 
RESPONSIBILITY FOR ITS CONTENTS. BUT HAS NOT BEEN AND WILL NOT BE REGISTERED AS 
A PROSPECTUS WITH THE REGISTRAR OF COMPANIES IN SINGAPORE. ACCORDINGLY. THE 
NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED NOR MAY THIS OFFERING 
CIRCULAR NOR ANY OTHER OFFERING DOCUMENT OR MATERIAL RELATING TO THE NOTES 
OR PREFERENCE SHARES BE CIRCULATED OR DISTRIBUTED, DIRECTLY OR INDIRECTLY. TO 
THE PUBLIC OR ANY MEMBER OF THE PUBLIC IN SINGAPORE OTHER THAN TO INSTITUTIONAL 
INVESTORS OR OTHER PERSONS OF THE KIND SPECIFIED IN SECTION 106C AND SECTION 
106D OF THE COMPANIES ACT OR ANY OTHER APPLICABLE EXEMPTION INVOKED UNDER 
DIVISION 5A OF PART IV OF THE COMPANIES ACT. THE FIRST SALE OF SECURITIES ACQUIRED 
UNDER A SECTION 106C OR SECTION 106D EXEMPTION IS SUBJECT TO THE PROVISIONS OF 
SECTION 106E OF THE COMPANIES ACT. 


NOTICE TQ_BESlPENTS OF_SPA|N 

THIS OFFERING CIRCULAR HAS NOT BEEN AND WIU NOT BE REGISTERED WITH THE 
COMISION NACIONAL DEL MERCADO DE VALORES OF SPAIN AND MAY NOT BE DISTRIBUTED IN 
SPAIN IN CONNECTION WITH THE OFFERING AND SALE OF THE NOTES OR PREFERENCE 
SHARES WITHOUT COMPLYING WITH ALL LEGAL AND REGULATORY REQUIREMENTS IN 
RELATION THERETO. 


NOTICE TO RESIDENTS OF SWEDEN 

THIS OFFERING CIRCULAR IS FOR THE RECIPIENT ONLY AND MAY NOT IN ANY WAY BE , 
FORWARDED TO ANY OTHER PERSON OR TO THE PUBLIC IN SWEDEN. THE OFFERING OF THE 
NOTES AND PREFERENCE SHARES IS INTENDED TO BE A PRIVATE PLACEMENT, AND A 
MINIMUM INVESTMENT OF SEK 300,000 IN THE NOTES OR PREFERENCE SHARES IS REQUIRED. 


NOTICE TO RESIDENTS OF SWITZERLAND 

THE ISSUER HAS NOT BEEN AUTHORIZED BY THE SWISS FEDERAL BANKING COMMISSION AS 
A FOREIGN INVESTMENT FUND UNDER ARTICLE 45 OF THE SWISS FEDERAL LAW ON 
INVESTMENT FUNDS OF 18 MARCH 1994. ACCORDINGLY, THE NOTES AND PREFERENCE 
SHARES MAY NOT BE OFFERED OR DISTRIBUTED ON A PROFESSIONAL BASIS IN OR FROM 
SWITZERLAND. AND NEITHER THIS OFFERING CIRCULAR NOR ANY OTHER OFFERING 
MATERIALS RELATING TO THE NOTES OR PREFERENCE SHARES MAY BE DISTRIBUTED IN 
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CONNECTION WITH ANY SUCH OFFERING OR DISTRIBUTION. THE NOTES AND PREFERENCE 
SHARES MAY, HOWEVER, BE OFFERED AND THIS OFFERING CIRCULAR MAY BE DISTRIBUTED 
IN SWITZERLAND ON A PROFESSIONAL BASIS TO A LIMITED NUMBER OF PROFESSIONAL 
INVESTORS IN CIRCUMSTANCES SUCH THAT THERE IS NO PUBLIC OFFER. 


NOTICE TO RESIDENTS OF TAIWAN AND CHINA 

THE OFFER OF THE NOTES AND PREFERENCE SHARES HAS NOT BEEN AND WILL NOT BE 
REGISTERED WITH THE SECURITIES AND FUTURES COMMISSION OF TAIWAN OR WITH THE 
RELEVANT REGULATORY AUTHORITIES IN THE REPUBLIC OF CHINA PURSUANT TO RELEVANT 
SECURITIES LAWS AND REGULATIONS AND MAY NOT BE OFFERED OR SOLD WITHIN TAIWAN 
OR THE REPUBLIC OF CHINA THROUGH A PUBLIC OFFERING OR IN CIRCUMSTANCES WHICH 
CONSTITUTE AN OFFER WITHIN THE MEANING OF THE SECURITIES AND EXCHANGE LAW OF 
TAIWAN OR WITHIN THE MEANING OF RELEVANT SECURITIES LAWS AND REGULATIONS IN THE 
REPUBLIC OF CHINA THAT REQUIRE A REGISTRATION OR APPROVAL OF THE SECURITIES AND 
FUTURES COMMISSION OF TAIWAN OR THE RELEVANT SECURITIES REGULATORY 
AUTHORITIES IN CHINA. 


NOTICE TO RESIDENTS OF THE UNITED KINGDOM 

THIS DOCUMENT IS ONLY BEING DISTRIBUTED TO AND IS ONLY DIRECTED AT (I) PERSONS 
WHO ARE OUTSIDE THE UNITED KINGDOM OR (11) TO INVESTMENT PROFESSIONALS FALLING 
WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT OF 2000 CFSMA') 
(FINANCIAL PROMOTION) ORDER 2005 (THE ’ORDER') OR (III) HIGH NET WORTH ENTITIES, AND 
OTHER PERSONS TO WHOM IT MAY LAWFULLY BE COMMUNICATED, FALLING WITHIN ARTICLE 
49(2) (A) TO (D) OF THE ORDER (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS 
•RELEVANT PERSONS"). THE SECURITIES ARE AVAILABLE ONLY TO. AND ANY INVITATION, 
OFFER OR AGREEMENT TO SUBSCRIBE. PURCHASE OR OTHERWISE ACQUIRE SUCH 
SECURITIES WILL BE ENGAGED IN ONLY WITH. RELEVANT PERSONS. ANY PERSON WHO IS ' 
NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS 
CONTENTS. 


AVAILABLE INFORMATION 

To permit compliance with Rule 144A under the Securities Act In connection with the sale of the Notes 
and Preference Shares, each of the Issuers will be required to himish, upon request of a hOUer of a Note 
or Preference Share, to such holder and a prospective purchaser designated by such holder the 
Information required to be delivered under Rule 144A(d)(4) under the Securities Act if at the time of the 
request sudi Co-Issuer is not a reporting company subject to Section 13 or 15(d) oX the Securities 
Exchange Act of 1934, as amended (the 'Exchange AcT). or is not exempt from reporting pursuant to 
Rule 12g3-2(b) under the Exchange Act Such informatkm may be obtained from the Trustee or the Irish 
Paying Agent. It is not contemplated that either of the Issuers will be such a reporting company or so 
exempt. 
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FORWARD LOOKING STATEMENTS 

Any projections, forecasts and estimates confined herein are forward looking statements and are based 
upon certain assumptions that the Coliatera) Manager considers reasonable, f^ojections are necessarily 
specuiative in nature, and it can be expected that some or all of the assumptions underlying the 
projections wiR not materialize or will vary signlficantfy fiTHn actual results. Accordingly, the j:xojections 
are only an estimate. Actual results may vary tiom the projections, and the variations may be material. 
Some important factors Qiat could cause actual results to differ matertatly from those In any forward 
looidng statements Include changes in ^terest rates, market, financial legal uncertainties, differences 
in tee actea! allocation of tee Underling Assets among asset categories, tee timing and frequency of 
defaults, vwitedowns, principal slK^tfails and Interest shc^alls on the Undertyfng Assets, mismatches 
between the timing of accruai and receipt of Interest Proceeds and Principal Proceeds from tee 
Underlying Assets (particularly ^or to tee investment of ail Unin^ted Proceeds), defaults under 
Underlying Assets and the effectiveness of any Interest Rate Svirap Agreement, among oteers. 
Consequently, tee inclu^on of projections herein should not be regarded as a representation by the 
issuer, the Co-Issuer, tee Cr^iateral Manager, tee Trustee, the initial Purchaser or its affiliates or any 
other person or entity of the results teat wilt actually be achieved by tee Issuer. 

None of the issuer, tee Co-issuer, the Collateral Manager, the Trustee, the Initial Purchaser ex' its 
afTfliates has any obligation to update or otherwise revise any projections, including any revisions to 
reflect changes in economic conditions or other circumstances arising after the date hereof or to reflect 
tee occurrence of unanticipated events, even If tee underiyir^ assumptions do not come to tiuition. 
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SUMMARY OF TERMS 

The following summary is qualified in its entirety by, end should be read in ctmjunction with, the more 
detailed information appearing elsewhere in this Offering Circuiar. An kxfex of defined terms appears at 
the back of this Offering Circular. 

Securities Offered U.S.$244,000,000 aggregate principal amount Class A-la , 

Floating Rate Notes Due December 2045 (the *Clius A-la ^ 
Notes*). 

U.S.$400,000,{K)0 aggregate prindpal amount Class A-1b 
Floating Rate Notes Due Decemb^ 2045 (the 'Class A- 
IbNotes* and, together with the Class A-1a Notes, tiie "Class 
A-1 Notes'). 

U.S.$1 59,000,000 aggregate principal amount Class A-2 
Floating Rate Notes Due December 2045 (tite "Class A>2 
Notes') and, together with the Class A-1 Notes, the "Class A 
Notes"). 

U.S.$96, 900,000 aggregate principal amount Class B Floating 
Rate Notes Due December 2045 (the "Class B Notes"). 

U.S.$68.30Q,00Q aggregate principal amount Class C Floating 
Rate Deferrabie Interest Notes Due December 2045 (ti^e 
"Class C Notes”). 

U.S.$55,100,000 aggregate principal amount Class D Floating 
Rate Deferrabie interest Notes Due December 2045 (tiie 
"Class 0 Notes'). 

U.S.$18,700,000 aggregate principal amount Class E Floating 
Rate Deferrable interest Notes Due December 2045 (the 
"Class E Notes, toother with the Class A Notes, Class B 
Notes, Class C Notes and Class D Notes, the "Notes"). 

Preference Shares Concurrently with tiie issuance of the Notes, the Issuer will 

issue 59,500 Preference Shares, par value U.S.SO.OI per 
share, issued at a liquidation preference of U.S.$1,000 per 
share (the "Preference Shares"). It is expected that the 
Collateral Manager wiil purchase all of the Preference Shares 
arrd the Collate! Manager may purchase some or all of the 
Class E Notes. 

States of the Notes Each of the Class A-1a Notes, Class A'1b Notes, Class A-2 

Notes, Class 6 Notes, Class C Notes, Class 0 Notes and Class 
E Notes are herein referred to as a "Class* of Notes. The 
entire ^ncipal amount of each Class of Notes and all of the 
Preference Shares wiil be issued on the Closing Date. 

The Notes wHt be issued arid secured pursuant to the 
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Indenture. The Synthetic Security Counterparty will be an 
express third party beneficiary of the indenture. See 
•Description of the Notes — Status and SecurTty* and •—The 
Indenture.* The Notes wilt be limited-recourse debt obligations 
of ^e Issuers secured solely by a pledge of the Collateral by 
the issuer to Ute Trustee pursuant to the Indenture fcK* the 
b^efrt of the hoklers from time to time of toe Notes, toe 
Collateral Manager, the Trustee, the Syntoetic Security 
Counterparty, the Offsetting Transaction Counterparty and any 
Interest Rate Swap Counterparty (coflectiveiy, toe ‘Secured 
Parties'). See •Description of the Notes — Status and 
Security.* 

The relative order of seniority of payment of each Class of 
Notes is as follows; first, Class A-la Notes, second, Class A-lb 
Notes, third, Class A-2 Notes, fourth, Class B Notes, fifth. Class 
C Notes, sixth, Class D Notes and seventh. Class E Notes, with 
(a) each Class of Notes In such list being "Senior” to each 
other Class of Notes that follows such Class of Notes in such 
list and (b) each Class of Notes (other than toe Class A-la 
Notes) in such list being 'Subordinate* to the Class of Notes 
that precedes such Class of Notes in such list. The Notes are 
Senior to the Preference Shares. 

No payment of toterest on any Class of Notes will be made until 
all accrued Interest due and payable on the Notes of each 
Class that Is Senior to such Class and that remains outstanding 
has been paid in toll. No payment of principal of any Class of 
Notes will be made until al! principal of, and all accrued and 
unpaid interest on. the Notes of each Class that is Senior to 
such Class and that remain outstanding have been paid In full, 
except as described under •—Principal Repayment of the 
Notes'. See also 'Description of the Notes — Priority of 
Paynents.* 

However; I 

(a) on any Distribution Date occurring on or before the 
DistribuUon Date in March 2010 (with the period tfwn 
the Ctosing Date to such Distribution Date referred to 
herein as toe 'Priority Distribution Period*), Interest 
Proceeds will be applied, in an amount available for 
such puipose, if any, on toe relevant Distribution Date, 
to pay principal of too Class D Notes in an amount up 
to toe Class D Priority Redemption Amount for such 
Disbitnition Date as set forth in Schedule F (the 'Class 
D Priority Redemption Amount*) to this Offering 
Circular until 10.00% of the aggregate principal amount 
of toe Class D Notes as of the Closing Date is 
redeemed: and on any Distribution Date occurring after 
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tha March 2010 DisWbutton Date, 15.00% of the 
Interest Proceeds that would otherwise be paid to the 
Preference Share Paying Agent for dis^bution to the 
hold«^ of ttte Preference Shares will be applied to pay 
f^ncipal of the Class D Notes until the Class D Notes 
are paid in full; 

(b) on any Distribution Date occurring on <x after the 
Distribution Date in June 2015 (If no Optional 
Reden^tion. Auction Cali Redemption. Clearv-Up Call 
Redemption or Tax Redemption has been successhilty 
completed before such Distribution Date) (the 
’Accelerated Amortization Date*), Inter^t Proceeds 
that would otherwise be paid to the Preference Share 
Paying Agent for distribution to the holders of the 
PreferefKe Shares will be applied to pay, first, the 
principal of the Class E Notes, second, the principal of 
the Class D Notes, third, the principal of tire Class C 
Notes, fourth, the principal of the Class B Notes, fifth, 
the pritrcipal of the Class A~2 Notes, sixth, the principal 
of the Class A-1b Notes and seventh, the principal of 
the Class A-la Notes, in each case until such Class 
has been paid in full; and 

(c) If the Class E Diversion Test is not satisfied on a 
Determination Date, Interest Proceeds will be applied 
on the immediately succeeding Distribution Date to pay 
principal of die Class E Notes in sufficient amounts to 
satisfy the Class E Diversion Test. 

See •Description of the Notes — Pri<Mity of Payments.* 

The Issuers ; Gemstone CDO VII Ltd. (the ’IssuBr*) is an exempted company 

with limited liability incorporated under the Companies Law 
(2004 Revision) of the Cayman Islands pursuant to its 
Memorandum and Articles of Assodation (the 'Issuer 
Charter*) and Is in good standing under the laws of the 
Cayman Islands. The Indenture and Issuer Charter will provide 
dial the activities of the Issuer are limited to: 

(a) acquiring, holding, pledging and sailing Underlying j 
Assets, Offsetting Transactions and Eligible 
Investments; 

(b) entering into and performing its obligations under the 
indenture, any Interest Rate Swap ^reement, any 
investment Agreement, the Management Agreement, 
the Collateral Administration Agreement, the Note 
Purchase Agreement, the subscription agreement with 
respect to the private placement of the Preference 
Shares (the 'Subscription Agreemenf) and the 
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Preference Share Paying Agency Agreement: 

(c) issuing, redeeming and selling tfie Notes and the 
Preference Shares, and issuing the Ordinary Shares; 

(d) pledging ttie Collateral as security for its obligations in 
respect of the Notes and otherwise the benefit of 
the Secured Parties; 

(e) owning the CO'issuer; and 

(f) other activities incidental to the foregoing. 

The Issuer not have any material assets other than the 
Underlying Assets, Eligible investments, any interest Rate 
Swap Agreement and rights under certain other agreements 
entered Into as described herein. 

Gemstone CDO VII Corp., a Delaware corporation (the ’Co- 
issuer* and, together wHh the issuer, the ’Issuers'), was 
incorporated for the sole purpose of co-issuIng the Notes. The 
entire authorized share capital of the Co-Issuer is owned by the 
Issuer. 

The Co-Issuer will not have any assets (otha* than the 
proceeds of its common shares, being U.S.$250 ) and will not 
pledge any assets to secure any Class of Notes. The Co- 
Issuer will not have any Interest in tiie Underlying Assets held 
by the issuer. 

Collateral Manager HBK investments LP.. a Delaware limited partnership (tc^ether 

with its affiliated subadvisors, the ’Collateral Manager*) with 
headquarters in Daitas, Texas, will manage the Collateral under 
a Management Agreement to be entered into between the 
Issuer and the Collateral Manager (the ’Management 
Agreemenr). Collateral management services for die Issuer 
vrili be perfcmned by various atfitiated subadvi^rs of HBK 
Investments L.P., wmich are under common control with HBK 
Investments LP. Pursuant to the Management Agreement and 
in accordance with the Indenture, the Collateral Manager has 
selected and will manage the Collateral and wll exercise rights 
and remedies associated with the Underlying Assets based on 
the restrictions set forth in the Indenture and on die Collateral 
Manager’s resear^, credit analysis and judgment. The 
Collateral Manager will also monitor any interest Rate Swap 
Agreement and may also act as the Auction Agent in 
connection with an Auction Cell Redempticm. Also, the 
Collateral Manager may direct the Disposition of the Underlying 
Assets In the case of an Optional Redemption, a Clean-up Call 
or a Tax Redemption. For a summary of the provisions of the 
Management Agreement and certain other information 
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concerning the Collateral Manager . and key individuals I 
associated ^terawith who will be managing tiie issuer's 
portfolio, see The Collateral Manage and The Management 
Agreement.’ 

Use of Proceeds The gross proceeds received horn the issuance and sale of the 

Notes and the Preference Shares will be at least 
U.S.$1, 070, 000.000. On the Ck^ing Date, the Issuer will 
rcK:elve at least U.S.$1.060, 000,000 as net proceeds horn 
the issuance and sale of the Notes and the Preference Shares. 
The net proceeds from the issuance and sale of the Notes and 
Ote Preference Shares are the gross (»oceeds net of the 
payment of the placement and structuring fees related to the 
placement of die Notes and Preference Shares, the payment of 
other closing expenses and an initial deposit Into the Expense 
Account. The net proceeds from the issuance and the sale of 
the Notes and the Preference Shares will be used by the Issuer 
to purchase on the Closing Date a diverstfled portfolio of 
interests in asset^backed securftles (*Asset*6acked 
Securities”) and Synthetic Securities (together with the Asset- 
Backed Securities, the "Underlying Assets”) having the 
characteristics described herein. Following the Closing Date, 
(he Issuer may also enter into Offeetting Transactions 
(including tfie payment of any Initial amounts upon the entry 
Into an Offsetting Transaction) and to fund certain accounts 
established under the Indenture. See 'Security for ^e Notes— 
Underlying Assets.* For the avoidance of doubt, the Underlying 
Assets and Synthetic Securities shall not Include any Offset 
Transaction or Offeetting Transaction. On the Closing Dale, 
the issuer will have acquired (or committed to acquire for 
settlement in accordance with customary settlement 
procedures In the relevant markets) the entire portfolio. As of 
the Closing Date, the portfolio will consist of Underlying Assets 
(acquired or corhmitted to be acquired) having an aggregate 
Princlpal/Notional Balance (including principal collections on 
such Underlying Assets deposited in the Uninvested Proceeds 
Account on the Closing Date) of at least U.S.SI ,100,000,000. 
in the event that there are any remaining uninvested net 
proceeds on the Determination Date preceding the September 
2007 Distribution Date, they will be applied In the manner 
described hereki under ’Description of the Notes— Certain 
Definitions — Principal Proceeds ’Description of the Notes — 
Priority of Payments— Principal Roceeds’ and "Security for the 
Notes — The Accounts — Uninvested Proceeds Account.’ 

Security for the Notes Pursuant to the indenture, the Notes, together with the Issuer's 

obligations to the Intw-est Rate Swap Counterparty under any 
Interest Rate Swap ' Agreement, the Syntoetic Security 
Counterparty under the Synthetic Securities, the IntUal 
Investment Agreement Provider under the Initial InvesUnent 
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Agtoement, the Trustee under ttie indenture and the Collateral 
Manager under the Management ^reement, win be secured 
by: 


(a) 

the Underlying Assets and Equity Securities and the 
Offset Transactions and the Offeetting Transactions; 


(b) 

the rights of the Issuer under any Int^est Rate Swap 
Agreement; 


(c) 

amount on deposit in the Payment Account, the 
Interest Collection Account, the Principal Collection 
^:counl. the Expense Account, the Uninvested 
Proceeds Account, the Synthetic Security Issuer 
AccourA, the Disposition Proceeds ^xx>unt, the. 
Synthetic Security Coliaterai Account and the interest 
Rate Swap Counterparty Collateral Account 
(collectively, the "Accounts*) and Eligible investinente 
purchased funds on deposit in such accounts; 


(4) 

tile rights of the Issuer under the Management 
Agreement, the Note Purchase Agre^ent, the 
Subscription Agreement and the Administration 
Agreement; and 


(a) 

alt proceeds of the foregoing (collectively, the 
‘Collateral*). 


In the event of any realization on the Collateral, proceeds will 
be allocated to tiie payment of each Class of Notes in 
accordance with the respective priorities established by the 
Priority of Payments. The Collateral will not include the 
Excepted Property. 

Acquisition of the 
Assets 

Underlying 

committed to acquire for settlement in accordance wlUi 
customary settlement procedures In the relevant markete) the 
entire portfolio, which will consist of Underlying Assets having 
an Ag^egate Prlncipai/Notional Balance (Including principal 
coliections on Asset-Backed Securities deposited (n the 
Uninvested Proceeds Account on the Closing Date) of at least 
U.S.$1, 100, 000,000 and will be pledged to the Trustee under 
the Indenture. The Underling Assets so acquired by ttie 
issuer mil, on the Closing Date, have the characteristics 
described herein under "Security for the Notes — Undertyir^ 
Assets’. 


After the Closing Date, following the Disposition of Underlying 
Assets in accordance, with and subject to the conditions herein, 
the Issuer, at the directk)n of the Coliaterai Manager, may apply 


6 


Confidential Treatment Requested 


GEM7-00000453 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 


Frm 00316 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




313 


Footnote Exhibits - Page 1065 


the Disposition Proceeds in respect of sudi Dispositions to 
purchase addttiona) Asset-Backed Securities or to enter into 
addftionai Synthetic Securities. During the Reinvestment 
Period, toe Issuer, at toe dlrec^on of the Coltateiei Manager 
arto sut^ect to toe limitations described in 'Disposition of the 
Underiying Assets,” may trade Underlying Assets on a 
discretionary basis. After the Reinvestment Period, the Issuer 
will not be able to acquire Underlying Assets on a discretionary 
basis. Both during and after the Rein\^tment Period, toe 
Cc^lateral Manager may, on behaif of toe issuer. Dispose of 
Defaulted Assets. Equity Securities, Credit-Risk A^ets, Credit- 
improved Assets and Withholding Seoirities as described 
under 'Disposition of toe Underlying Assets' and may reinvest 
the Disposition Proceeds of such Disposidons in addidonal 
Underlying Assets. E>uhng and after toe Reinvestment Period, 
toe issuer, at toe direction of the Collateral Manager, may also 
enter into Offsetting Transactions; provided that toe proceeds 
resulting ttrmi an Offsetting Transaction will be constrained by 
the same conditions applicable to Disposition Proceeds 
received in respect of Dispositions of Underiying Assets. 

Disposition of the Underlying 

Assets...... At any time, the Collateral Manager may. on behaif of toe 

Issuer, Dispose of any Defaulted Assets, Equity Securities or 
Underlying Assets subject to withholding or other similar taxes 
and acquire additional Underlying Assets; provided toat such 
Dispositions and acquisitions are subject to the restrictions 
described In "Security for the Notes— Disposition of Underlying 
Assets.* 

The Coilaterai Manager may also Dispose, on behaif of toe 
Issuer, of Credit-Risk Assets, Credit-Improved Assets or other 
Underlying Assets and acquire additional Underlying Assets, 
subject to toe conditions Indicated below. 

Credit~Rlsk Assets. The Coilaterai Manager, on behalf of the 
Issuer, may Dispose of any Underlying Asset that the Collateral 
Manager, acting on behalf of the issuer, determines to be (and 
which the Collateral Manager certifies in writing to the Trustee 
toat it has determined to be) a Credit-Risk Asset and. if 
applicable, to acquire additional Underlying Assets in 
accordance with dause (B) below. The Coilaterai Manager may 
not direct the Trustee to Dispose of any Undert^ng Asset toat it 
determines to be a Credit-Risk Asset unless, in connection wito 
the Disposition of such Credit-Risk AssM, the Collateral 
Manager will certify in writing to Ihe Trustee that: 

(A) at the direction of the Collateral Manager, toe 
Disposition Proceeds arising from - the Disposition of sucto 
Credit-Risk Asset shall be transferred to toe Principal Collection 
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Account to be applied in accordance with ttie Priority of 
Payments; provided that such DisposiUon Proceeds may not be 
reinvested, or 

(B) the Collateral Manager believes that the issu^ will be 
able to reinvest die Disposition Proceeds arising from the 
Dispc^ition of such Credit-Risk Mset, within 90 days after si^ 
Credit-Risk fissei is Disposed of, in cme or more additional 
Asset-Backed Securities or Synthetic SecurHies ha^ng an 
Aggregate Prlncipal/Notionai Balance that, together with 
accrued Interest frrereon, is at least equal to die Disposidon 
Proceeds ari^ng fnnn the Disposition of such Credit-Risk ^set 
being Disposed of and the Collateral Manager believes that 
after giving effect to such Disposition and the subsequent 
acquisition, the (evei of each of the Collateral C^ality Teste and 
Eligibility Criteria, if falling, will be maintained or improved as 
compared to the test levels prior to suc^ Disposidon and 
subsequent acquisition; 

provided however that after the Reinvestment Period, the 
Issuer may not Dispose of a Credit-Risk Asset and acquire one 
or more additional Underlying Assets pursuant to this 
paragraph unless, edditionaHy, 

(i) the Collateral Oualrty Tests are in compliance. 

(ii) the Underlying Asset proposed to be acquired shall have a 
Moody's Rating and a Standard & Poor's Rating at least equal 
to die Mood/s Radng and the Standard & Poor's Rating ' 
respectively of die Credit-Risk Asset to be Disposed, 

(iii) the vreighted average life of the Underlying A5set(s) 
proposed to be acquired follo^ng such Disposition shall be 
less than or equal to the weighted average life of the Credit- 
Risk Asset proposed to be Disposed; provided however, the 
Issuer may Dispose of a Credit-Risk Asset with a weighted 
average life less dian the weighted average life of the 
Underlying Asset(s) proposed to be acquired following such 
Disposition if (A) the weighted average life of the Underling 
Asset(s} proposed to be acquired following such Disposition 
shall be no mwe than two years greater than the weighted 
average life of die Credit-Risk Asset to be Disposed. (B) the 
/^gregate Pnncipai^otional Balance of all Credit-Risk Assete 
Disposed pursuant to this proviso does not exceed 25% of die 
Aggregate Princ^pai Notional Balance of alt Underlying Assete 
as of the Closing Date and (C) the date of such Disposition Is 
no later than the date that Is three years after the end of the 
Reinvestment Period and 

(iv) (A) all Coverage Tests are satisfied phcxT to such 
Disposition, (6) the Collateral Manager believes that, after 
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gMng effect to such Disposition and the subsequent acquisition 
describe In this paragraph all Coverage Tests will be satisfied 
and the level of each Coverage Test will be at least equal to its 
ie\^ prior to such Disposition and (C) the levd of the Class D 
Overcollateralization Test is at least equal to 107.62%. 

Credit-ImprovBd Assets. The Collateral Manago’, on behalf of 
the Issuer, rnay Dispose of any Underlying Asset that the 
Collateral Manager, acting on behalf of the issuer, determines 
to be (and wtUch the Collateral Manager certifies in writing to 
the Trustee that it has determined to be) a Credit In^sroved 
Asset and. if appUcable, to acquire additional Underlying Assets 
In accordance dause (B) below. Tha Collateral Manage 
may not direct the Trustee to Dispose of any Underlying Asset 
that it determines to be a Credit-Improved Asset unless, in 
connection with the Disposition of such Credit-improved Asset, 
the Collateral Manager will certify in writing to the Trustee that: 

(A) at the direction of the Coliaterai Manager, the 
Disposition Proceeds arising from the Disposition of such 
Credit-Improved Asset shall be transferred to the Principal 
Cdlection Account to be applied in accordance with the Priority 
of Paym^ts; provided that (i) such Disposition Proceeds may 
not be reinvested and ({{) such Disposition Proceeds must be at 
least equal to the par value of the Credit-Improved Asset 
Disposed, or 

(8) the Collat^at Manager believes that the Issuer will be 
able to reinvest the Disposition Proceeds arising fiom the 
Disposition Of sud) Credit-Improved Asset, wlfiiin 60 days after 
such Credit-Improved Asset is Disposed of. In one or more 
additional Asset-Backed Securities or Synthetic Securities 
having an Aggregate Princtpai/Nodonal Balance at least equal 
to the Aggregate Princlpal/Notional Balance of the Credit- 
Improved Asset to be Disposed, and the Collateral Manager 
believes that after giving effect to such Disposition and Oie 
subsequent acquisition, the level of each of the Coliaterai 
Quality Tests, Coverage Tests and Eligibility Criteria, if failing, 
will be maintained or improved as compared to the test levels 
prior to such Dtsposilion and subsequent acquisition; 

provided however that after the Reinvestment Period, the 
Issuer may not Dispose of a Credit-Improved Asset and acquire 
another Underlying Asset pursuant to this paragraph unless, 
addHionelly, 

(i) the Coliaterai Quality Tests are in compliance, 

(ii) the Underling Asset proposed to be acquired shall have a 
Moody's Rating and a Standard & Poor's Rating at least equal 
to the Moody's Rating and the Standard & Poor's Rating. 
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rsspecQveiy, of ttte Credit-tmpfoved Asset to be Disposed, 

(lii) the weighted average life of the Underlying ;teset(s) 
proposed to be acquired following such Disposition shall be 
less than or equal to the weighted average life of the Credit- 
Improved Asset proposed to be Disposed; ^vided howeirar, 
the Issuer may Dispose of a CFedit-tmproved Asset vrith a 
weighted average life less than the weighted average life of the 
Underlying Assess) proposed to be acquired following such 
Disposition if (A) the weighted average life of the Und^ying 
Asset(s) proposed to be acquired fdlowtng such Disposition 
shall be no more than two years greater than the weighted 
average life of the Credit-Improved Asset to be Disposed, (6) 
the Aggregate Principai/Notional Balance of all Credit-Improved 
Assets Disposed pursuant to this proviso does not exceed 25% 
of the Aggregate Principal Notional Balance of all Underfying 
Assets as of the Closing Date and (C) the date of such 
Disposition is no later than the date that is three years after the 
end of toe Reinvestment Period and 

(iv)(A} all Coverage Tests are satisfied prior to such 
Disposition, (B) the Collateral Manager believes that, 
giving effect to such Disposition and toe subsequent acquisition ! 
described in this paragraph all Coverage Tests will be satisfied 
and the level of each Coverage Test will be at least equal to its 
level prior to such Disposition and (C) toe level of the Class D 
Overcollateralizati(Ki Test is at least equal to 107.62%. 

Olscr&tionarv Trading. At any time during toe Reinvestment 
Period, the Collateral Manager, on behalf of the issuer, may 
Dispose of (and acquire if applicable), any Underlying Asset if, 
In connection with toe Disposition of such Underling Asset and 
the acquisition of another Underlying Asset, as applicable, the 
Collateral Manager shall certify in writing to the Trustee that: 

(i) the Coliateral Manager believes in good faith that 
Disposition Process relating to such Underlying Asset can be 
reinvested within 60 days after the Disposition of such 
Underlying Asset in one or more additional Underlying Assets 
such that the Aggregate Principal/Notional Balance of such 
additional Underlying Assets is greater than or equal to the 
Principai/Notional Balance of the Underlying Asset to be so 
Disposed. 

(ii) the Aggregate Principat/Notionai Balance of all 
Underlying Assets Disposed of pursuant to this paragraph 
during any calendar year (including the period from the Closing 
Date to toe end of calendar year 2007), does not exceed 20% 
of toe Net Outstanding Underlying Asset Balance as of the first 
day of sucto period (excluding, for the purposes of such 
calculation, the Disposition of any Credit-Risk Assets. Credit- 
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lini»t>ved Assete, Defaulted Assets, Equity Securtties and ' 
Withholding Securities end any Underlying Asset Disposed by 
die entry of the Issuer into an OfTsetUng Transaction with 
respect to such Undwiying Asset). 

(iii) die Collateral Manager believes that after giving effect 
to such Disposidon and the subsequent acquisition, the level of 
each of the CoUaterel Quality Tes^, Coverage Tests and 
Eligibility Crtteria. if failing, will be maintained or imi^ved as 
compared to the test levels prior to such Disposition end 
subsequent acquisition; 

(iv) and Moody's has not reduced the long term rating of 
any Class of Notes below the long tenrt rating in effect on the 
Closing Date by one £»* more major rating categories. 

The Disposition Proceeds of an Asset-Backed Security will be 
deposited in the CKsposition Proceeds Account and, subject to 
the restrictions described in "Security for die Notes— 
Disposition of Underling Assets,” will be available to be 
reinvested in otho* Underlying Assets ivrthin 60 days following 
such Disposition or 90 days following such Disposition in the 
case of Credit-Risk Assets. Following such 60 or 90 day 
period, if not earlier transferred to the Principal Collection 
Account at the direction of the Collateral Manager, if such 
Disposition Proceeds have not been reinvested in any 
substitijte Underlying Asset and remain in the Disposition 
Proceeds Account, such Disposition Proceeds shall be 
deposited in die Principal Collection Account and applied in 
accordance wfth die Priority of Payments. 

For the avoidance of doubt, any certification that the Collateral 
Manager is required to make *ln writing" to the Trustee in 
respect of a Disposition may be made in an email to the 
Trustee. 

’Reinvestment Period” means the period from the Closing 
Date until the first to occur of (i) the Payment Date immediately 
following die date dial the Coltaterai Manager, acting on behalf 
of the Issuer, notifies the Trustee end the other designated 
parties diat, in light of the composition of the Assets, general 
market conditions end other factors, the Collateral Manager (in 
its sole discretion) has determined on behalf of the Issuer that 
investments in additional Underfying Assets wthin die 
foreseeable future mnrid either be impractical or not beneficial, 
(ii) an Event of Default or (fii) the day after the Payment Date 
occurring ni March 2009; prvvtded that if the Collateral 
Manager had prevkiusly terminated the Reinvestment Period, 
the Collateral Manager may (in Its sole discretion) reinstate the 
Reinvestment Period If the notice of reinstatement is delivered 
prior to the Determination Date for the Distribution Date 
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occurring in March 2009. 

Principal Proceeds from the Disposition of, or principal 
payments on. Underling Assets Oiat ai^ Investment Grade 
may at the Coliaterai Manager's sole discmitt^ (exercised on 
behalf of the Issuer) be deposited Into (x) the Collection 
Account for investment on a later date In additional Underlying 
Assets that are Investment Grade, or (y) the Synthetic 
Collateral Account to be invested in Eligible investments, In 
each case, in accordance with the Eligibility Criteria and the 
Collateral Quality Tests. 

Sec ■Security for the Notes— Disposition of Underf^ng Assets.* 

Interest Rate Svrap Agreement Following the Cto^ng Data, subject to satisfaction of the Rating 

Condibon, the Issuer may enter Into an Interest rate swap in 
accordance with the Indenture (such interest rate swap, ' 
together with any replacement therefor or additional interest 
rate swap agreemanl entered into In accrmlance with the 
indenture, the "interest Rate Swap Agreement"). The 'initial 
Interest Rate Swap Counterparty* is expected to be Deutsche 
Bank AG or one of Its afTHiates. Any Interest Rate Swap 
Agreement will proiride that the issuer will pay to the Interest 
Rate Swap Counterparty on each rotated Distribution Date 
interest at a fixed rate on a specified notional amount, in 
exchange for which the Interest Rate Swap Counterparty will 
pay to the Issuer interest on such notional amount at a rate 
equal to three month LIBOR for the related calculation period. 
See 'Security fc^ the Notes— The Interest Rate Swap 
Agreement.* 

Synthetic Securities On the Closing Date, the Issuer will have entered into a series 

of credit default swaps (each a 'Synthetic Security*) with 
Deutsche Bank AG (in such role, the 'First Synthetic Security 
Counterparty'). Each Synthetic Security wtll relate to a 
Reference Otrilgation whereby the Issuer wtll sell credit 
protection to the related Synthetic Security Counterparty on 
such Reference Obligation. Each Synthetic Security will be 
entered into pursuant to a 1992 ISDA Master Agreement 
(MutticurTency-Cross Bcxder), including the schedule thereto 
(the 'Master Agreement*), between the Issuer and a Syntoetic 
Security Counteiparty. and a separate confirmation of 
transaction (a 'Confirmation’) evidencing tiie S^thetlc 
Security thereunder. Each Confirmation may evidence several 
different transactions, each of which wilt be separate and 
distinct from ail others documented under such Confirmation 
and relates to an individual Reference Obligation that is an 
Asset-Backed Security. The form of Confinnation for 
Reference Ot^igations that are RMBS Securities is attached 
hereto as Schedule G . The form of Confirmation for Reference 
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Obtigatbns that are ABX Tranche Securities is attached hereto 
as Schedule H . The form of Confirmation for Reference 
Obiigafkins 8iat are CMBS Securities is attached hereto as 
Schedule The form of Confirmation for Refwence 
Obligatbns that are CIX) Securities is attached hereto as 
Schedule J . The 2003 ISDA Credit Derivatives Definitions, as 
published by ISDA (the ‘Credit Derivatives Definitions") will 
apply to, and be (ncorp»ated by reference into, each Synthetic 
Security, /^y Synthetic Security documented under any of the 
forms of con^alion attached hereto as Schedule G. 
Schedule H. Schedule I and Schedule J is a "Form- 
Approved Synfiietic Security" The Issuer may not enter into 
any Syntfietlc Security that is not a Form-Approved Synthetic 
Security unless the Rating Agency Condition is satisfied and, 
the issuer may not enter into any Synthetic Security that is not 
a "pay as you go* swap unless tiie Issuer, or the Collateral 
Manager on behatf of the Issuer, requests and receives the 
recovery rate and rating applicable to such Synthetic Security 
from Standard & Poor's. For the avoidance of doubt, Offset 
Transactions and Ofisetting Transactions will not be deemed to 
be Synthetic Seciulties. 

Each Synthetic Security exposes the Issuer to the credit risk of ; 
a Reference Obligation. Each "Reference Obligation." as of 
the related trade date, will be an Asset-Backed Security that ; 
satisfies the Eligibi% Criteria. | 

During the Resivestinent Penod, and only in accordance with 
the Eligibility Criteha, the Issuer may (i) enter Into additional 
Synthette Securities with the First Synthetic Security 
Counterparty and (li) enter Into new Synthetic Securities with 
other synthetic security counterparties (together with the First 
Synthetic Security Counterparty, the "Synthetic Security 
Counterparties") made pursuant to a separate Master 
Agreement and Confirmation; provided that after giving effect to 
any suc^ transac^on, the Synthetic Security Coilateral Amount 
equals or exceeds the Required Synthetic Security Collateral 
Amount. The "Synthetic Security Collateral Amount* equals 
on any date of determination, the amount on deposit in the 
related Synthetic Security Collateral Account, if any (including 
the Aggregate Fhincipal/Notional Balance of the Eligible 
Investments on deposit in such account, but excluding all 
earnings on such Eligible investments). 'Hte "Required 
Synthetic Security Collateral Amount* equals, with resp^t to 
each Synthetic Security Counterparty, on any date of 
determination, the Aggregate Princlpalff<lotionai Balance of ail 
Synthetic Securities entered Into with such Sjmthetic Security 
Counterparty. Each Master Agreement entered into witti a 
S^thetic Security Counterparty shall be ^bstantialiy identical 
to the Mastw Agreement entered into between the Issuer and 
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the First Synttietic Security Counterparty priw to closing or, if 
not substantially identical, shall be approved by the First 
Synthetic Security Counterparty and each Rating Agency. 
Each Confirmation entered Into with a Synthetic Security 
Counterparty shall be substantially similar to (w) the form of : 
Confirmation attached hereto as Schedule G in tiie case of 
Reference Otiigations that are RMBS Securities, (x) the form of j 
Confirmation attached hereto as Schedule H in the case of ' 
Reference Obligations that are ABX Tranche Securities, (y) the 
form of Confirmation attached hereto as Schedule i in the case 
of Reference Obligations that are CM6S Securiti^ or (z) the 
fcxm of Confirmation attached hereto as Schedule J in the 
case of Reference Obligations that are CDO S^xirities or, if not 
substantially similar, shall be approved by each other Synttietic 
Security Counterparty and each Rating /^ency. 

The Synthetic Security Counterparty has the right in the event 
of an assignment of a Synthetic Security to re|^ any 
replacement for the Issuer, such right not to be unreasonably 
exercised, in deciding whether to approve or reject a 
replacement for tire issuer, the Synthetic Security Counterparty 
does not have to consider the interests of the Issuer or the 
Noteholders. 

For a further description of the Synthetic Securities see 
"Security for the Notes— Underlying Assets S^thetic 
Securities" herein. 
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Of^tting T ransactions On or after the Closing Date, the Issuer may enter into a series 

of credit defauit swaps {each an 'Offsetting Transaction*} with 
one or more counterparties (each, an ‘Offsetting Transaction 
Counterparty”) required in order to hedge all or part of its 
credit exposure (determined as set out below) to one or more 
obligors under Syntfietic Securities. The (Getting Transaction 
Counterparty must be the same entity as the Synthetic Security 
Counterparty under the Synthetic Security being hedged. In 
the event that any such Offsetting Transaction entered into In 
respect of all or part of a Synthetic Security, such Synthetic 
Security (or part thereof) will not be cx^nsidered a Synthetic 
Security (the notional amount of such Synthetic Security so 
offset, the ‘Offset Transaction*). Offsetting Transactions must 
be Form-Approved Synthetic Securities. 

Each Offsettir^ Transaction w'l! relate to a Reference 
Obligation whereby the Issuer purchases credit protection ffom 
the related Offsetting Transaction Counterparty on sudi 
Reference Obligation. An Offsetting Transaction shall hedge all 
or part of the Issuer's credit exposure if, in the reasonable 
judgment of the Collateral Manager acting on behalf of the 
Issuer, such Offsetting Transaction hedges the Issuer's risk of 
loss (in whole or in part) with respect to the relevant Synthetic 
Security and the Offeetting Transaction relates to the same 
Reference Obligation and provides for all obligations 
thereunder to have substantially the same characteristics as 
obligations specified In such Synthetic Security. 

Following an event Of defauit or termination event with respect 
to an Offset Transaction, the related Offsetting Transaction will 
be required to terminate. An Offsetting Transaction may be 
terminated without termination of the related Offset Transaction 
only If (i) any termination payments due from the issuer in 
respect of such tennination will be paid ffom Principal 
Proceeds, (11) such termination (and therefore the reconversion 
of the relevant Offset Transaction into a Synthetic Security) 
complies with all conditions applicable to the acqu^ftion of an 
Underlying Asset and (iil) there are funds In the Principal 
Collection Account to adequately collateralize the Synthetic 
Security that the rele>^nl Offset Transaction reconverts to as a 
result of the termination of the Offsetting Transaction. 
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The frxed amounts payable with respect to an Offeetting 
Transaction must be less than or equal to the fixed amounts 
payable with respect to the related Offset Transaction and in 
certain drcumstances die Issuer may be required to make an 
upfront payment to the Offsetting Transaction Counteiparty, 
which shall be made from Principal Freeds. The difference 
between the Fixed Amount received respect to an Offset 
Transaction and the Fixed Amount paid on the OHsetting 
Transaction shall be considered Principal Proceeds. Offsetting 
Transactions sh^ be limited to an aggregate notional amount 
equal to 20% of the Net Outstanding Underlying Asset Balance 
as of the Closing Date. 

Initial Investment Agreement Amounts on deposit in the Synthetic Security Coitateral 

Account may be invested in Eligible Investments (as defined 
herein) and will initially be invested under an in\restment 
agreement, dated as of the Closing Date (such agreement, the 
'Initial Invesbnent Agreement," and amounts so invested, me 
"tnvestmenf ), amcmg the Issuer, the Trustee and GE Funding 
Capital Market Services, Irx^.. as investment agreement 
provider (in such capacity, the "initial investment Agreement 
Provider”). On the Closing Date, funds in an amount of at 
least $614,OX,000 are expected to be invested as the 
Investment. 

Pursuant to the intiiai Investment Agreement, the Initial 

I Investment Agreement Provider will be required to pay Interest 

at a per annum floating rate equal to three-month LIBOR minus 
0.035% on the amounts invested thereunder. Interest on the 
Investment wiR accrue until the date the Initial investment 
Agreement terminates or is terminated in accordance vtrtth its 
terms over each Interest Period and will be payable on, the 
Business Day immediately prior to the Distribution Dates. 

On any Business Day of each month, subject to applicable 
notice requirements specified in the Initial Investment 
Agreement, the Trustee may make a withdrawal from the Initiat 
Investment Agreement in order to make payments as desoibed 
under Allocation Procedures. 

Immediatefy prior to the Final Maturity Date, the Trustee (acting 
pursuant to the indenture on behalf of the Issuer) will have the 
right to demand payment in full under the Initial Inv^bnent 
Agreement (if H is then in effect). On the Final Maturity Date of 
tile Notes, all net proceeds from such liquidation and all 
available cash vwii be distributed in accordance witii the priority 
of distribution provisions described herein. The (^ligations of 
the Initial Investment Agreement Provider under the Initial 
Investment Agreement will be insured by a guarantee of 

General Electric Capital Corporation (the "Guarantee * and 
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toge^er wtth the Initial Investment Agreement, the "GiC”) to the 
extent specifted tti«’eln. See 'Security for the Notes— :The 
initial Investment /^reemenf, “Security for the Notes— The 
initial Investment Agreement— The initial Investment 
Agreement Provider". 

Interest Payments on the Notes The Class A-1a Notes will bear interest at a floating rate per 

annum equal to LIBOR plus 0.21%. 

The Class A-lb Notes will bear Interest at a floating rate per 
annum equal to LIBOR plus 0.35%. 

The Class A*2 Notes will bear Interest at a floating rate per 
annum equal to LIB^ plus 0.47%. 

The Class 8 Notes will bear interest at a floating rate per 
annum equal to LIBOR plus 0.68%. 

The Class C Notes will bear interest at a floating rate per 
annum equal to LIBOR p/us 2.25%. 

The Class D Notes will bear interest at a floating rate per 
annum equal to LIBOR plus 4.75%. 

The Class E Notes will bear interest at a floating rate per 
annum equal to LIBOR plus 6.25%. 

The Preference Shares will receive any Excess Interest in 
accordance with the Priority of Payments. 

Interest on the Notes will be computed on the basis of a 360- 
day year and the actual number of days elapsed. 

Interest on the Notes will accrue from the Closing Date. 
Accrued and unpaid interest will be payable quarterly In arrears 
on each Distribution Date, if and to the extent that funds are 
available on such Distribution Date in accordance with the 
Priority of Payments set forth herein; provided that Interest In 
respect of the E^tributlon Date felting In June 2007 (the 'First 
Distribution Date") will be paid on a period of 69 days. See 
'Description of tee Notes — Interest.* 

Any interest on tee Class C Notes, Class D Notes or Class E 
Notes that is noi paid when due by operation of tee Priority of 
Payments will be deferred ('Deterred Interest", or as 
applicable, 'Class C Deferred Interest*, 'Class D Deterred 
Interest" or 'Class E Deterred Interest*), interest will accrue 
on any deferred Interest. Failure to make payment In respect of 
interest on tee Class C Notes. Class D Notes or Class E Not^ 
on any Dlstributton Date by reason of tee Priority of Payments 
will not constitute an Event of Default under tee Indenture as 
long as a more Senior Class of Notes remains outstanding. 
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Upon U^e payment of Class C Defwred Interest, Class D 
Deferred Interest or Class E Defermd Interest, ttie deferred 
interest amourtt with respect to the Class C Notes, Class 0 
Notes or the Cl^ E Notes, as the case may be, will be 
reduced by the amount of such payment 

Additionally, as tcmg as any Class of Notes is outstanding if a 
Coverage Test applicable to such Class of Notes is not 
satisfied on any Determination Date relating to a Distribution 
Date, then Interest Proceeds that would otherwise be used to 
make payments in respect of Interest on any Class of Notes 
Subordinate to such Class will be used instead to redeem, ^rsf, 
each Class (if any) of Notes Senior to such Class of Notes 
(sequentially In direct order of seniority) and, sBcond, such 
Class of Notes, until each applicable Coverage Test is satisfied 
(or until each such Class of Notes is paid in full). See 
’Description of the Notes — Priority of Payments.’ 

Maturity; Average Uf^; Duration The stated maturity of the Notes Is the Decemb^ 12. 2045 

Distribution Date (with respect to each Class of Notes, the 
’Stated Maturity*). Each Class of Notes will mature at the 
applicable Stated Maturity unless redeemed or repaid before 
the Stated Maturtty. With respect to each Class of Notes, the 
earlier of the Stated Maturity and the Distribution Date on which 
the aggregate principal amount of such Class of Notes is paid 
In full, Including a Redemption Date or an Accet^ted Maturity 
Date, is referred to herein as the ’Final Maturity Date’. The 
average life of each Class of Notes may be less than the 
number of years until Its Stated Maturity. See ’MaUrrity and 
Prepayment Considerations,* ’Risk Factors — Projections, 
Forecasts and Estimates’ and ’—Average Life of the Notes and 
Prepayment Owslderations.* 

Prinelpai Repayment of the 

Notes Principal Proceeds will be applied on each Distribution Date In 

accordance with the Priority of Payments to pay principal of 
each Class of Notes and. to the extent that there are Excess 
Principal Proceeds, to pay a dividend on tiia Preference 
Shares. In addition, 

(a) If 8 Coverage Test is not satisfied on a Determination 
Date, Interest Proceeds will be applied on the 
immediate succeeding Distn'bution Date to pay 
principal of the Class A Notes, the Class B Notes, the 
Class C Notes, the Class D Notes and the Class E 
Notes, sequentially in order of seniority in sufficient 
amounts to satisfy each Coverage Test (or until each 
such Class of Notes is paid in full), 

(b) on any Distribution Date occuning on or before the last 
day of the Priority Distribution Period, Interest Proceeds 
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will be applied, in an amount available for such 
purpose, if any, on the relevant Distribution Date, to 
pay principal of the Class D Notes in an amcKint up to 
the Class D Priority Redemption Amount for such 
Distribution Date as set forth in Schedule F to tttls 
Offering Circular until 10.00% of ttie aggregate principal 
amount of the Class 0 Notes as of the Closing Date Is 
redeerr^; and on any Distribution Date occurring after 
March 2010, 15.00% of the interest Pmceeds ttiat 
would otherwise be paid to the Preference Share 
Paying Agent for distribution to die hold^ of the 
Preference Shares will be applied to pay principal of 
the Class 0 Notes until the Class 0 Notes are paid in 
full, and 

(c) if no Optional Redemption, Auction Cali Redemption, 
CleaH'Up Call Redemption or Tax RedempUon has 
been successfully completed before the Accetwated 
Amortization Date, on each Distribution Date occurring 
on or after the Accelerated Amortization Date, Interest 
Proceeds tiiat would otherwise be paid to tiie ' 
Pref^nce Share Paying Agent for distribution to the 
holders of the Preference Shares will be applied to pay, , 
first, the principal of the Class E Notes, second, the 
principal of the Class D Notes, third, the principal of the 
Class C Notes, fourth, the principal of the Class B 
Notes, fifth, the principai of the Class A-2 Notes, sixth, 
the principai of the Class A-1b Notes and seventh, the 
principai of the Class A-1a Notes in each case until 
such Class has been paid in full, 

(d) if the Class E Diversion Test is not satisfied on a 
Oetemnination Date, interest Proceeds will be applied 
on the immediately succeeding Distribution Date to pay 
principal of the Class E Notes In sufficient amounts to 
satisfy the Class E Diversion Test, 

in each case, to the extent of funds available for such purposes 
In accordance with the Priority of Payments. See "Description 
of the Notes — Priority of Payments," " — Principal," 
Mandatory Redemption" and “ — The Coverage Tests." 

The issuer may redeem the Notes, in whole but not in part, at 
the appliceble Redemption Price therefor at the times and 
under the circumstances described In "Description of the 
Notes — Auction Call Redemption," "—Optional Redemption", 
Clean-Up Call Redemption" and "—Tax Redemption." 

Mandatory Redemption.^ ITie Class A Notes, the Class B Notes, the Class C Notes, the 

Class 0 ?4otes and the Class E Notes will, on any Distribution 
Date, be subject to mandatory redemption from Interest 


19 


Confidential Treatment Requested 


GEM7-00000466 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00329 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




326 


Footnote Exhibits - Page 1078 


R'oceecis in the event that any Coverage Test is not ss^fied 
on that Determination Date, in addition, certain Prindpai 
Pr^^^s, to the extent available, wii! be applied on each 
Otsbibution Date {after payment of c^lain other amounts in 
accordance vwtti the Priority of Payments) to repay the jxlnclpal 
of each Class of Notes. Any sudt redemption horn Interest 
Proceeds or Principal Proceeds will be applied to each 
outstanding Class of Notes sequentially in direct OTder of 
seniority and will otherwise be effected as described below 
under 'D^CTiption of the Nolee—Priwity of Payments* and 
Mandatory Redemption." 

Optional Redemption Subject to certam conditions desoibed herein, on any 

Distribution Date on or after the March 2010 Distribution Date, 
the issuer may redeem the Notes (such redemption, an 
'Optional Redemption*), in whole but not In part, at the 
direction of the holders of at least sixty-six and tv^thirds 
percent (66 2/3%) of the Preference Shares at the applicable 
Redemption Price toerefor. Any such Optional Redemption 
may only be effected on a Distribution Date at the applicable | 
Redemption Price and only from the Disposition Proceeds of ali 
Coilaterat rnckiding Eligible Investments credited to the 
Accounts (other ihan that in the interest Rate Swap 
Counterparty Collateral Account and the Synthetic Security 
issuer Account) on such Distribution Date. No Optional 
Redemption may be effected, however, unless (i) ail such 
Disposition Proceeds are used, in whole or in part, to make 
such an Optional Redemption and (ii) such Disposition 
Proceeds are at least equal to the Redemption Amount. See 
•Description of toe Notes— Optional Redemption*. 

Auction Call Redemption of the 

Notes if toe Notes have not been redeemed in full on or prior to the 

Distribution Date occurring In June 2013 (the "First Auction 
Call Date"), and the Preference Shareholders have not directed 
an Optional Redemption, then an auction of the Underlying 
Assets will be conducted by the Auction Agent on behalf of the 
Issuer and, provided that certain conditions described herein 
are satisfied, the Underiying Assets will be sold and the Notes 
will be redeemable (an "Auction Call Redemption"), in whole 
but not In part and at toe applicable Redemption Price, ftt»n toe 
Disposition Proceeds of ali Collateral including any Eligible 
Investments credited to the Accounts (other than that in toe 
Interest Rate Swap Counterparty Collateral Account and toe 
Synthetic Security Issuer Account); provided that hinds under 
clauses (a) and (b) are sufficient to pay in full (i) toe 
Redemption Amount and (ii) (he Minimum Preference Share 
Redemption Amount. The ’Minimum Preterence Share 
Redemption Amount* equals (i) toe aggregate ilquklation 
preference of the Preference Shares minus (ii) the aggregate 
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amount of aii cash distributions on the Preference Shares 
(whether in respect of dividends or redemption parents) 
made to die Preference Share Paying Agent for distnbution to 
die Preference Shareholders prior to relevant AiKrtion Date, 
if such conditions are not satisfied and the Underlying Assets 
are not Disposed of prior to such Dlstribudon Date, die Auction 
Agent will conduct an auction on a semi>annual basis prior to 
each subsequent [^sthbution Date (each, a 'Subsequent 
Auction Call Date,” and, together with die First Auction Cat! 
Date, each, an 'Auction Date”) until the Notes are redeemed In 
full. An auction conducted In connection widi an Auction Cai! 
Redemption (an "Auction") shall be carried out in accordance 
with the auction procedures set forth in Schedule A attached 
hereto (the "Auction Procedures"). See "Description of the 
Notes — Auction Can Redemption." 

Pursuant to the Management Agreement, the issuor may : 
designate the Coifateral Manager as the Auction Agent (in sutdi i 
capacity, die "Auction Agent”) in connection with the sale of 
the Cdiateral in connection with any Auction Call Redemption; 
provided that if the Coliateral Manager or any of its Affiliates is 
a bidder on the Collateral, the Collateral Manager shall resign 
as Auction Agent and the Auction Agent for that Auction shall 

I be the Initial Purchaser, an Affiliate of the Initial Purchaser or 

j another unaftiliated diird party as successor Auction Agent. In 

no event, however, wiH the Initial Purchaser have any obligation 
to act as Auction Agent with respect to the Collateral. If an 
Auction Call Redemption is not successfully completed on any 
Auction Date, the fiction Agent shall ccmduct an Auction on 
each Subsequent Auction Cali Date in accordance with the 
Auction Procedures on each subsequent Auction Date until an 

j Auction Call Redemption is completed successfully. See 

"Schedule A— Auction Call Redemption — Auction Procedures." 

Ciean>Up Call Redemption ................ At the direction of the Collatera) Manager, the Notes will be 

subject to redemption by the issuer, in whole but not in part (a 
"Ciean-Up Call Redemption"), at the applicable Redemption 
Price, on any Distribution Date selected by the Coliateral 
Manager whN^ occurs on or after the Distribution Date on 
which the aggregate outstanding principal amount of the Notes 
is less than or equal to 10.00% of the original aggregate 
outstanding principal amount of the Notes as of the Closing 
Date. Any such redemption may only be effected on a 
Distribution Date and only from the Disposition Proceeds of all 
Collateral including Eligible Investments (^edited to the 
Accounts (other Uian that In the Synthetic Security Issuer 
Account). See "Description of the Notes — Clean-Up Call 
Redemption." 

Tax Redemption of the Notes The Issuer may redeem the Notes (such redemption, a Tax 
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Redemption”), m whole but not in part, at the direction of the 
Ma|<»1ty-in*interest of Preference Shareholders or, so long as 
the Class A-1 Notes are Outstanding, of the Conbolling Class; 
provided that, the Controlling Class may only direct a Tax 
Redemption in the event that, as a result of Uie relevant Tax 
Event, on a previous Payment Date one or more of the Class 
A'ta Notes, Class A-lb Notes, Class A-2 Notes or Class B 
Notes did not receive the amount that it otherwise would have 
received under the Priority of Payments in the atewtce of such 
Tax Event Any such redemption may only be effected on a 
Olstribution Date at the applicable Redemption Price and only 
from Uie Disposition Proceeds of ail Collateral including tfie 
Eligible Investment credited to the Accounts (other than that In 
ffie interest Rata Swap Counterparty Coilaterai Account and 
the Syndietic Security Issuer Account) on suc^ Distribution 
Date. No Tax Red^ption may be effected, however, unless (i) 
ail such Disposition Proceeds are used. In whole or in part, to 
make such a Tax Redemption, (it) such Disposition Proceeds 
are at least equal to the Redemption Amount, (ill) a Tax Event 
shall have occuned and (iv) the Tax Materiality Condition is 
satisfied. See 'Description of the Notes — Tax Redemption." 

Manner of Distribution The Initial Purchaser is offering the Notes for sale to investors | 

("Original Purchasers”), subject to prior sale when, as and if | 
issued, the apptwal of certain legal matt^ by counsel and the ' 
satisfaction of certain other conditions: (a) in the United States 
who are (i) institutional Accredited Investors in reliance upon an 
exemption from registration provided by Section 4(2) of the i 
Securities Act. or (li) Qualified Institutional Buyers in reliance on 
the exemptloh frxxn registration provided by Rule 144A and (b) 
outside the United States to persons that are not U.S. Persons 
in offshore transactons In reliance on Regulation S and In 
accordance with any applicable securities laws of any state of 
the United States and any other relevant jurisdiction. Notes 
offered for sate to a U.S. resident (within the meaning of the 
Investment Company Act) will be offered only to Qualified 
Purchasers. See "Plan of Distribution” and Transfer 
Restrictions." 

Ratings It is a condition to Vie issuance of the Notes that Moody’s and 

Standard & Poor's assign the following ratings to the Notes: 


Class 

iteiXs 

S&P 

Class A'la Notes 

Aaa 

AAA 

Class A'lb Notes 

Aaa 

AAA 

Class A'2 N(^es 

Aaa 

AAA 

Class B Notes 

at least Aa2 

at least AA 
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Class C Notes at least A2 at least A 

Class D Notes at least Baa2 at least BBB 

Class E Notes at least Bai at least BB-t- 

The ratings assigned to the Class A Notes and the Class B 

Notes by Standard & Poor's address the timely payment of 
interest on. and the ultimate payment of the principal of the 
Class A Notes and tha Class B Notes. The ratings assigned to 
the Class C Notes, Class D Notes and Class E Notes by 
Standard & Poor's address the ultimate payment of principal of, 
and the ultimate payment of interest on, the Class C Notes. 
Class 0 Notes and Class E Notes. The ratings assigned to the 
Notes by Moody's address the ultimate cash receipt of all 
required payments as provided by the governing documents, 
and are based on the expected loss to the Noteholders of each 
Class relative to toe promise of receiving the present value of 
such payments. A security rating Is not a recommendaticm to 
buy. sell or hold securities and may be subject to revision at 
any time. 

Minimum Denominations Tha Notes (or interests therein) will be issuable in minknum 

dernmlnatlons of U.S.$500,000, and in integral multiples of 
U.S.$1,000 in excess thereof. 

Form, Registration and Transfer of 

the Notes The Notes offered to reliance upon Regulation S ('Regulation 

S Notes”) initially will be ret^esented by one or more 
Temporary Regulation S Global Notes in fully registered form 
without interest coupons attached, deposited with, and 
registered in toe name of. DTC (or Its nominee) initially for toe 
accounts of Euroclear, and/or Clearsti^eam. 

On the 40th day after which all of toe Notes of any Class have 
been sold to Investors other than toe Initial Purchaser or Its 
Affiliates, and subject to the receipt by the Trustee of a 
certiTicate In the form provided by the Indenture from toe perscm 
holding such Interest, a beneficial interest In a Class of 
Temporary Regulation S Global Notes may be exchanged for 
an interest In a Permanent Regulation S Global Note of sucto 
Class in fuBy registered form without coupons, in an amount 
equal to the aggregate principal amount of such interest in the 
Temporary Regulation S Global Note. 

interests to the Regulation S Global Notes v^ll be shovm on, 
and transfers thereof will be effected only through, records 
maintained by DTC and Its direct and indlrrot participants 
(including Euroclear and Clearsfream). Until and including the 
40th day after toe later erf the commencement of the offering 
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and the dosing of the offing of the Notes (the 'Distribution 
Compliance Period'), interests in a Regulation S Global Note 
may be held only tiirough Eurodear or Clearstream. 

The Notes offered in the United States ('Restricted Notes') 
will be represented by one or more Restrided Global Notes in 
fully registered form without interest coupons attached, 
deposited with, and- re^stered in tite name of, DTC (or its 
rK>mlnee). Inter^ts in Restricted Global Notes will be shown 
on, and transfers thereof will be effected (mty tiirough, records 
maintained by DTC and its direct and Indirect participants. 

The Regulation S Global Notes and the Restricted Global 
Notes are coflectivety referred to herein as 'Globa! Notes.' 
Under certain limited circumstances described herein, definitive 
registered Notes may be issued in exchange for Global Notes. 

No Note (or any interest therein) may be transferred to a 
transferee acquiring such Note in the form of an interest in a 
Globai Note except (a) to a ti'ansferee whom tiie seller 
reasonably believes is (1) a Qualified Institutional Buyer that is a 
Qualified Purchaser or (ii) a non-U.S. Person in an offshore 
transaction in accordance with Regulation S. (b) in compliance i 
with the certification (if any) and otii^ requirements set forth In 
the indenture, and (c) in accordance with any applicable 
securities laws of any state of the United States and any other 
relevant jurisdiction. See "Description of the Notes — Form, 
Denomination, Registration and Transfer" and Transfer 
Restrictions.' 

The Preference Shares being offered by the Issuer In the 
UnKed States in reliance upon an exemption from the 
registratl^ requirements of the Securities Act ('Rule 144A 
Preference Shares') will be represented by certificates In fully 
registered, definltfve form registered In the name of the legal 
and beneficial owner thereof (or a nominee acting on behalf of 
the disclosed legal and beneficial owner thereoO- 

The Preference Shares offered by the Issuer outside the United 
States Mil be offered In reliance upon R^ulation S under the 
Securities Act and inttiafly vhll be represented by one or mcM^e 
temporary global share cerUticates (Temporary Regulation S 
Global Preference Shares'), that will be exchangeable for one 
more permanent global Preference Shares ('Pennanent 
Regulation S Global Preference Shares' and, together with 
the Temporary Regulation S Global FTetwence Shares, ttw 
'Regulation S Global Preference Shares') in felly registered 
fomi, deposited wtfti and registered In the name of, DTC (or its 
nominee), initially for the accounts of Euroclear, and/or 
Clearsti'eam. Until one year after tiie later of the 
commencement of the offering and the Closing Date (tiie 
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'Distribution Compliance Period”), beneficial intereste in a 
Regulation S Gtobal Preference Share may be held only 
through Eurociear or Clearstream. 


Under certain limited circumstances des^bed herein, deffnitive 
registered share certificates may be issued in exchange for 
Regulation S Preference Shares. 


The Preference Shares are being offered, and may only be 
transfen-ed. In minimum lots of 200 shares. 


The Rule 144A Preference Shares and the Regulation S Gtc^al 
Preference Shares win be subject to certain restricttons on sale 
and transferability. 

Listing... 

Regulatory Authority as competent authority under Directive 
2003/71/EC, for the FH'ospectus to be approved. Application will 
be made to the Irish Stock Exchange to admit the Notes to the 
Official List and tiading on its regulated market. Such approN^l 
will relate only to Notes which are to be admitted to trading on 
the regulated market of the Irish Stock Exchange or other 
regulated markets for the purposes of Directive 93/22^£C or 
which are to be offered to the public in any Member State of the 
European Economic Area. See 'Listing and General 
Information.' No application will be made to list the Notes on 
any other exchange. 

Listing Agent and Irish 
Agent 

Paying 

Governing Law 

Collateral Administration Agreement, the Management 
Agreement, any Interest Rate Swap Agreement, each Synthetic 
Security, the Initial Investment Agreement, the Preference 
Share Paying Agency Agreement and the Note Purchase 
Agreement will be governed by the law of the State of New 
York. The Issuer Charter, the Preference Shares and the 
Administration /^reement will be governed by the law of the 
Cayman Islands. 
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RISK FACTORS 

An investment in the Notes f^efa^nce Shares involves certain risks. ProspecUve in\^tors should 
carefully consider the following fact(xe, in addition to the matters set forth elsewhere in ttiis Offering 
Circular, prior to investing In the Notes or Preference Shares. 

Risks Relating to the Notes 

Investor Suitat^Iitv . An Investment in the Notes or Preference Shares will not be approfsiate for 
aif inv 0 stc»s. Structured inves^ent products, like the Notes and Preference Shares, are corr^lex 
insbuments, and may involve a high degree of risk and are intended for sale only to sof^isticated 
investcMS who are capable of understanding and assuming the risks involved. Any Investor interested in 
purchasing Notes or Preference Shares should conduct its own Investigation and analysis of the product 
and consult Its own professional advisers as to the risks involved in making such a purchase. 

Limited Uauldstv . There is currenOy no market for the Notes or Preference Shares. The Initial 
Purchase curcently does not intend to make a market in Notes or Preference Shares, and the Initial 
Purchaser is under no obiigaUon to do so. in the event that the initial Purchaser commences any market- 
making, it may discontinue market-making at any time. Th^e can be no assurance that a secondary 
market for any of the Notes or Preference Shares will develop, cx, if a secondary market does develop, 
^at it will provide the holders of such Notes or Preference Shares with liquidity of Investment or ttiat it will 
continue for the life of the Notes or Preference Shares. In addition, the Notes and Preference Shares are 
subject to transfer restrictions and can only be transferred to certain transferees as described under 
Transfer Restrictions.* Consequently, an investor in the Notes or Pteference Shares must be prepared 
to hold its Notes or Preference Shares for an indefinite period of time or until their Stated Matuhty. 

Limited-Recourse ObHaations . The Notes and Preference Shares are limited-recourse 
obligations of the Issuer and tha Co-issuer. The Notes ar>d Preference Shares are payable solely from 
^e Underlying Assets and other Collateral pledged by the issuer to secure the Notes. None of the 
securf^ holders, members, officers, directors, managers or incorporators of the Issuer, the Co-Issuer, the 
Trustee, the Administrator, the Rating Agencies, the Synthetic Security Counterparty, the Offsetting 
Transaction Counterparty, (he Share Trustee, the Collateral Manager, the Initial Purchaser, Its Affiliates or 
any other person or entity will be obligated to make payments on the Notes or Preference Shares. 
Consequently, the holders of the Notes (the 'Noteholders*) must rely solely on amounts received in 
respect of the Underlying Assets and other Collateral pledged to secure the Notes for the payment of 
principal theroof and Interest thereon. There can be no assurance that the distributions on the Undertying 
Assets and other Collateral pledged by the Issuer to secure the Notes will be sufficient to make payments 
on any Class of Notes, In particular aRer making payments cm more Senior Classes of Notes end certain 
ofter required amounts ranking Senicx’ to such Class. The ability of the issuers to make payments In 
rospect of any Class of Notes or the Preference Shares will be constrained by the terms of the Notes of 
Classes mtxe Senior to such Notes or Preference Shares and the Indenture, if distributions on the 
Collat^al are insufficient to make payments on the Notes, no other assets will be availabte for payment of 
^e deficiency and, foilo\Mng liquidation of ail the Collateral, the obligations of the Issuers to pay suc^ 
deficiendes will be extinguished. 

Umtted Source of Funds to oev Expenses of the Issuer . The funds available to the Issuer to pay 
its expenses on any Distribution Date are limited to the Fee Cap Amount plus an amount up to 
U.S.$ 250,000 per annum plus any Interest Proceeds remaiiting after the payments described In dauses 
(1) through (18) under "Description of the Notes — Priority of Payments — Interest Rweeds* and, in some 
cases, a portion of the Principal Proceeds remaining after the payments described in clauses (1) through 
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(13) under ’Description of the Notes— Priority of Payments — Principal Proceeds.’ In tfie event that such 
hinds are not sufficient to pay the expenses irKiunod by the issuer, the ability of the issuer to operate 
effecttvtely may be impaired, and it may not be able to defend or prosecute legal proceedings brought 
against it or which it might otherwise bring to protect the Interests of the issuer or pay the expenses of 
legal proceedings agalr^t persons vmich the issuer has indemnified. 

Subordination of each Class of Subordinate Notes . No payment of interest cm any Class of Notes 
w^il be made until all accrued interest due and payable on the Notes of each Class that is Senior to such 
Class has been paid in full. No payment of principal of any Class of Notes will be made until all principal 
of, and al! accrued interest due and payable on, the Notes of each Class that Is Senior to such Class 
have been paid in full, except: 

(a) on any Distribution Date occurring <x before the last day of the Fh'iorlty Distribution 
Period, Interest Proceeds will be applied, in an amount available for such purpose, if any, 
on the relevant Distribution Date, to pay principal of the Class 0 Notes In an amount up to 
the Class 0 Priority Redemption Amount for such Dtstribubon Date as set forth in 
Schedule F to teis Offering Circular until 10.00% of the aggregate principal amount of the 
Class D Notes as of the Closing Date Is redeemed; and on any Distribution Date 
occurring after March 2010, 15.00% of the Interest Proceeds that would otherwise be 
paid to tee Preference Share Pa^ng Agent for distribution to tee holders of the 
Preference Shares will be applied to pay prindpai of the Class D Notes until the Class 0 
Notes are paid in full; 

(b) on any Distribution Date occurring on or after tee Accelerated Amortization Date and if 
any Class of Notes is outstanding, Interest Proceeds that would otherwise be paid to the 
Preference Share Paying Agent for distribution to the Preference Shareholders will be 
applied to pay, firsl the principal of the Class £ Notes, second, the principal of the Class 
D Notes, third, the principal of the Class C Notes, fourth, the principal of the Class B 
Notes, tifth, the principal of the Class A>2 Notes, sixth, tee rxincipat of the Class A^lb 
Notes and seventh, the principal of tee Class A>1a Notes in each case until such Class 
has been paid in full; and 

(c) If the Class E Diversion Test is not satisfi^ cm a Determination Date, Interest Proceeds 
will be applied on the immediately succeeding Distribution Date to pay principal of tee 
Class E Notes in sutHcient amounts to satisfy tee Class E Diversion Test. See 
"Description of the Notes— -Priority of Payments.’ 

Payments In respect of the Preference Shares are Subordinated to payments in respect of the 
Notes. Payments on the Preference Shares will be made only ff either Excess Interest or Excess 
Principal Preceeds remain after making payments on the Notes in accordance wrfth the Priority of 
Payments. No payment of Interest cm the Preference Sha’es win be made until all accrued interest due 
aixj pa^bie on the Notes has been paid in full. Under cwtain circumstances described above under 
’- Subordination of each Class of Subordinate Notes ’ interest Proceeds teat would otherwise be paj^ble 
to the Preference Shareholders wll instead be applied to tee reduction of the Outstanding Notes. 

If an Event of Default ocoirs, so long as any Notes are outstanding, tee holders of the most 
Senior Class of Notes teen outstending will be enttUed to determine the remedies to be exercised under 
the Indentere. So long as a mcx’e Senior Class of Notes remains outstanding, failure to make payments 
in respect of interest on the Class C Notes, the Class 0 Notes or the Class E Notes, as tee case may be. 
on any Distribution Date by reason of tee Priority of Payments wfll not constitute an Event of Default 
under the Indenture. Any such unpaid interest will instead become Deferred interest. In the event of any 
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reafization on the Cotlateral, proceeds wil! be allocated to ttie Notes and payment of other amounts in 
accoRjance wftti the Priority of Paymente prior to any distribution to the Pref^’ence Shareholders. See 
•Descrif^on of the NotTO-^The Indenture* and •—Priortty of Payments.* Remedies pursued by the 
holders of the Class or Classes of Note« entJded to determine the exercise of such remedies ctould be 
adverse to the inl^est of the holders of the other Classes of Notes. To the extent that any losses are 
suffered by any of the holders of any Notes or Preference Shares, such ioss^ will be borne, ^rst, by the 
hoid^ of the Preference Shares (the ‘Preference Shareholders*), second, by the holders of the Class 
£ Notes, third, by toe holders of toe Class 0 Notes, fourth, by the holders of the Class C Notes, fifth, by 
toe holders of toe Class B Notes, sixth, by toe holders ^ toe Class A-2 Notes, seventh, by toe holders of 
the Class A'lb Notes and eighth, by the holders of toe Class A-1a Notes. 

Voiatilrtv of the Suborrf/nafe Notes and the Preference Shares . The Subtxdinate Notes and toe 
Preference Shares represent leveraged investments in toe underlying Coilaterai. Therefore, it is expected 
that (toanges in toe value of the Subordinate Notes and Preference Shares will be greater than toe 
change In toe value of the Underlying Assets, which toemselves are subject to credit, liquidity, Interest 
rate and other risks. Utilizatkm of leverage is a speculative investment technique and involves certain 
risks to investors. The indebtedness of the issuer under toe Not^ will result in interest expense and other 
<xsts Incurred in connection with such indebtedness that may not be covered by proceeds received ti’om 
the Collateral. The use of leverage generally magnifies toe Issues opportunities for gain and risk of loss. 

Priority Distribution Penod: Accelereted Amortization . On any Distribution Date occumng (a)(j) on 
or before the last day of toe Priority Distribution Period, Interest Proceeds will be applied. In an amount 
available for such purpose, if any, on toe relevant Distn'butkxi Date, to pay principal of the Class 0 Notes 
in an amount up to toe Class D Priority Redemption Amount for such Distribution Date as set forth in 
Schedule F to this Offering Circular until 10.00% of the aggregate principal amount of the Class D Notes 
as of the Closing Date is redeemed; and (li) on any Distribution Date occurring after March 2010, 15.00% 
of toe interest Proceeds that would otherwise be paid to the Preference Share Paying Agent for 
distribution to (he holders of the Preference Shares will be applied to pay principal of toe Class D Notes 
until the Class D Notes are paid in full, or 

(b) on or after the Accelerated Amortization Date. Interest Proceeds that would otherwise be paid 
to toe Preference Share Paying Agent for distribution to the holders of the Preference Shares wll be 
applied to pay, first, toe principal of the Class E Notes, second, the principal of the Class D Notes, tNrd, 
toe principal of toe Class C Notes, fourth, the principal of the Class B Notes, fifth, the principal of toe 
Class A-2 Notes, sixth, the principal of the Class A-lb Notes and seventh, the principal of the Class A-la 
Notes, In each case until such Class has been paid in full. By reason of such application of Interest 
Proceeds, the Class E Notes may be repaid in full prior to ti>e full repayment of the Class A Notes, toe 
Class B Notes, the Class C Notes and the Class D Notes. See ’Description of toe Notes — Priority of 
Payments— Interest Proceeds.* 

Investment Company Act . The Issuers have not registered wito the United States Securities and 
Exchange Commission {toe "SEC*) as an investment company pursuant to the Investment Company Act 
The Issuer has not so registered in reliance on an exception for investment companies orpanlzed under 
the laws of a Jurisdiction other than the United States or any state thereof (a) whose investors resident in 
toe United States are solely 'qualified purchasers* or ’knowledgeable employees* (vrithin the meaning 
given to such terms in toe investment Company Act and the regulations of the SEC thereunder) ^th 
respect to toe Issuer cw certain transferees thereof identified in Rule 3c-6 under the Investment Company 
Act and (b) which do not make a public offering of their securities In toe United States. U.S. counsel for 
the Issuers will opine, in connection the sale of the Class A Notes, the Class B Notes, toe Class C 
Notes, the Class D Notes and the Class E Notes by toe Initial Purchaser and toe Preference Shares by 
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the Issuer that neither ttie issuer nor the Co-issuer is on the Closing Date an investment company 
required to be registered under the Investment Company Act (assuming, for the purposes of such 
opinion, that the Notes or R'eference Shares are sold by the initial Purchaser or the issuer, as the case 
may be, in accordance with the terms of the Note Purchase Agreement or. in the case of the Preference 
Shares and the Class E Notes, the Subscription Agreemwit). No opinion or no-iK^tion position has been 
requested of the SEC. 

To rely on Section 3(c)(7} of the Investment Company Act, the Issues must have a 'reasonabie 
belief that at! purchasers of the Notes and the Preference Shares (including the initial Pun^aser and 
subsequent transferees) are Qualified Purchasers. Given that transfers of beneficial interests in the 
Notes will generally be effected only through OTC and its participants and Indirect participant without 
delivery of written tiansferee c(»1ificat)ons to the issuers, the issuers v4ll estabSsh the existence of such a 
reasonabie belief by means of the deemed repiasentations, wan'antles and agreements d^cnbed under 
Transfw Restrictions." the agreements of the Initial Purchaser refen-ed to under "Plan of Distribution" and 
the rxccedures described below. Although the SEC has stated that it is possible for an issuer of 
securities to satisfy the reasonable belief staryJard referred to above by establishing procedures to 
i:m7Vlde a means by v^lch such Issuer can make a reasonable determination as to status of its 
securit^c^ders as Qualified Purchasers, the SEC has not approved, and has stated that it will ncH! 
af^ve, any particular set of procedures including the procedures described herein. Accordingly, there 
can be no assurance that the Issuers will have satisfied the reasonable belief standard referred to above. 

If the SEC or a court of competent jurisdiction were to fir>d that the Issuer or the Co-Issuer is 
required, but in violation of the Investment Company Act had failed, to register as an investment 
comf^ny, possible consequences include, but are not limited to, the following: (a) the SEC could apply to 
a district court to enjoin the iriolation; (b) investors in the issuer or the Co-Issuer could sue the Issuer or 
the Co-Issuer, as tiie case may be, and recov^ eny damages caused by the violation; and (c) any 
conti^ to which the Issuer or the Co-Issuer, as the case may be. is a party that is made in, or whose 
performance involves a, violation of the Investment Company Act would be unenforceable by any party to 
the contract unless a court were to find that under the drojmstances enforcement would produce a more 
equitable result tiian nonenforcement and would not be inconsistent with the purposes of the Investment 
Company Act. Should the Issuer or the Co-Issuer be subjected to any or all of the foregoing, the Issuer 
or the Co-issuer, as the case may be, would be materially and adversely affected. 

Each purchaser of a Restricted Note or an interest therein will be deemed to represent and agree 
at the time of purchase that the purchaser (a) Is a Qualified institutional Buyer (or, in respect of certain 
Original Purchasers, an Institutional Accredited Invest), (b) Is a Qualified Purchaser, (c) (I) is not a 
dealer described in paragraph (a)(1}(ii} of Rule 144 A unless such purchaser owns and invests on a 
discretionary basis at least U.S.$25, 000,000 in securities of issuers that are not affHlated persons of the 
dealer and (ii) Is not a plan referred to in paragraph (aX1}(i)(D) or (aX1)(i)(E) of Rule 144A, or a trust fund 
referred to In paragraph (a)(1)(l)(F) of Rule 144A that holds the assets of such a plan, unless Investment 
decisions with respect to the plan are made solely by the fiduciary, trustee or sponsor of such plan, and 
(d) vrfi! provide written notice of tiie foregoing, and of any applicable restrictions on transfer, to any 
transferee. 

The Indenture provkles that if, notwithstanding the restrictions on transfer contained therein, 
either of the issuers determines that any beneficiai owner of a Restricted Note (or any interest therein) (a) 
is a U.S. P^on and (b) is not both a Qualified Institutional Buyer (or, in respect of certain Original 
Purchasers, an Institutional Accredited investor) and a Qualified Purchaser, then either of the' Issuers 
may require, by notice to such beneficial owner, that such beneficial owner sell all of Ite right, title and 
interest to such Restricted Note (or interest therein) to a person that is (m) a non-U. S. Person in a transfer 
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an inter^t in a Raguiaton S Note, or (n) both a Qualified InstibJtional Buyer and a Qualified 
Purchaser, with such sale to be effected wUtin 30 days after notice of such sale requirement Is given. If 
such beneficial ownw falls to effect the transfer required wrthin such 30-day period, <x) upon direction 
fiTTm the Cdiaterel Manager or the issuer, the Trustee, on behalf of and at the expense of the Issuer, 
shall cause such beneficial owneris interest In such Restricted Note to be transferred In a commercially 
reasonable sate (conducted by an invesbnent bank selected by the Trustee v^th the consent of the 
Collateral Manager in acconiance with Section 9-61 0(b) of the Uniform Commercial Code as in effect in 
the State of New York as applied to securities that are sold on a recognized market or that may decline 
si^ediiy in value) to a person to whom such Restricted Note (ot interest therein) may be transferred in 
accordance with the transfer resbictions set forth in the Indenture and (y) pending such transfer, no 
further payments will be made In respect of such Note held by such beneficial own^. 

Mandatory R&demption . If a Coverage Test Is not satisfied on a Determination Date, Interest 
Proceeds, to the extent funds are available in accordance wito the Priority of Payments and to toe extent 
necessary to rested the Coverage Test to certain minimum required levels, will be used to repay principal 
of toe Class A Notes, toe Class B Notes, the Class C Not^. toe Class D Notes and the Class E Notes, 
sequentially in order of senkxity on toe Immediately succeeding Distribudon Date. In addition, certain 
Principal Roceeds, to the extent available, v^ii be ap^died on each Distribution Date (after payment of 
certain other amounts) to repay the principal of each Class of Notes sequentially to direct order of 
seniority. Any of these events could result in an ellmtoadon, deferral or reduction in toe interest payments 
or ixir^ipai repaym^its made to toe Noteholders or Pref«^ce Shareholders, which could adv^ely 
Impact toe returns of toe hoWers of the Notes or Preference Shares. See "Description of the Notes — 
Principal," — Mandatory Redemption" and "—Priority of Payments." 

Optional Redamption . The Notes may be redeemed, In whole and not In part, pursuant to an 
Optional Redemption on any Distribution Date on or after the March 2010 Distribution Date at toe 
direction of the holders of at least slxty-slx and two-thirds percent (66 2/3%) of toe Preference Shares, 
p/ovfded that no such Optional Redemption may be effected unless the Redemption Amount is paid in full 
on toe date of such redemption in accordance with the Priority of Payments. See "Description of the 
Notes — Optional Redemption*. 

int^ests of the holdw of the Preference Shares In determining whether to elect to require an 
Optional Redemption of toe Notes may be different from the interests of toe holders of toe Notes in such 
respect. The holders of the Notes may not be able to invest the proceeds of the redemption of their Notes 
in one or more comparable investments providing a return equal to or greater toan toe return such 
holders of the Notes expected to obtain from their investment to the Notes. 

Auction Call Redamption . On the First Auction Call Dale and on each subsequent Auction Date 
(unless previously redeemed or toe holders of at least sixty-six and two-thirds percent (66 2/3%) of the 
Preference Shares ha^^ directed an Optional Redemption), toe Notes shall be redeemable, in whole but 
not In part, ixjrsuant to an Auction Call Redemption effected frexn (a) the Disposition Proceeds of all 
Collat^-ai Indudtog Erigilirie investments credited to toe Accounts (other than that in the Interest Rate 
S^p Counterparty Cdlateral Account and the Synthetic Security Issuer Account), at the applicable 
Redemption Price; pro\^dad that no Auction Call Redemption shall be completed except In accordance 
with the Auction Procedures and unless fijnds under clauses (a) and (b) are sufficient to pay in full (1) toe 
Redemption Amount and (ii) the Minimum Preference Share Redemption Amount See "DeK^ription of 
toe Notes — Auction Call Redemption" and "Schedule A— Auction Call Redemption— Auction Procedures.* 

Claan-Uo Call Redemption . At the direction of the Collateral Manager, toe Notes will be subject 
to redemption in whole but not in part, at their Redemption on or after the Distribution Date on which 
toe aggregate outstanding principal amount of toe Notes Is less than or equal to 10.00% of the original 
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aggregate outstanding principal amount of the Notes as of the Closing Date; prowded ttiat any such 
redemption is subject to certain condKions described below under 'Description of the Notes— Ciean-Up 
Call Redemption." 

Tax Redemption . The Issuer may redeem the Notes, in whole but not in pad, at the direction of 
the Majority-in-lnterest of Preference Shareholders or, so long as the Class A-1 Notes are OutstarKting, of 
the Controlling Class; provided Uiat, the Controlling Class may only direct a Tax R^mption In the event 
that, as a result of the releNrent Tax EverU. on a previous Payment Date one or more of the Class A-1a 
Notes, Class A-1b Notes, Class A''2 Notes ex Class B Notes did not receive the amount that it otherwise 
would have received under the Riority of Payments in the absence of such Tax Event. Any such 
redemption may only be effected on a Distribution Date and only frorn the Disposition Proceeds of alt 
Collaterat including the Eligible Investments credited to the Accounts (other dian that in the Interest Rate 
Swap Counterparty Collateral Account and the Synthetic Security Issuer Account) on such Dtstribution 
Date, at the applicable Redemption Price. No Tax Redemptk>n may be effected, however, unless (i) all 
such Disposition Proceeds are used, in whole or in part, to make such a Tax Redemption, (ii) such 
Disposition F^oceeds are sufficient to pay In full the Redemption Amount, (lit) a Tax Event shall have 
occurred and (Iv) the Tax Materiality Condition Is satisfied. See 'Description of the Notes— Tax 
Redemption.' A Tax Redemption, If effected, may reduce amounts that would otherwise be paid to toe 
Preference Share Paying Agent for distribution to the holders of toe Preference Shares and, under certain 
circumstances, toe Noteholders, which could adversely Impact the returns of toe Preference 
Shareholders and, under those circumstances, the Noteholders. 

Accelerated Maturity Date . If an Event of Default wcurs and is continuing and the conditions to 
liquidating the Collateral set forth herein are satisfied, toe Trustee will use commercially reasonable 
efforts to liquMate toe Collateral, including toe termination or novation of toe Synthetic Securities, and 
terminate any Interest Rate Swap Agreement and any Investment Agreement as per the terms titereof 
and, on the second Business Day (toe 'Accelerated Maturity Date") following toe Business Day on 
which the Trustee determines, or the Issuer (or the CoHateral Manager on its behalf) notifies the Trustee, 
toat such liquidation and such termination Is completed, apply toe proceeds thereof In accordance with 
the Priority of Payments described under "Description of the Notes— Priority of Payments — Interest 
Proceeds' and '—Principal Proceeds.' See 'Description of the Notes— The Indenture." 

An Accelerated Maturity Date may occur (i) if there are Insufficient proceeds to make any 
distribution on the Preference Shares or, (ii) if the holders of at least 66 2/3% in aggregate outstanding 
principal amount of each Class of Notes voting as a separate Class so direct, even if there are insufficient 
funds to pay toe Redemption Price of each Class of Notes in full, provided that, so long as one or more 
Affiliates of toe Collateral Manager is the holder of at least 66 2^% in aggregate outstanding principal 
amount of the Class E Notes, such an Accelerated Maturity Date will require, effectively, the consent of 
one or more Affiliates of the Collateral Manager or (iii) (for so long as any Class A-1 Note remains 
Outstanding) wito respect to an Event of Default under paragraph (a), (b) or (h) of toe definition thereof If 
the holders of at least 66 2/3% in aggregate outstanding principal amount of toe Controlling Class so 
directs. 


Terminadon of Interest Rate Swap Agreement and Uauldatfon of Collaterel Upon Redemption . 
Any interest Rate Swap Agreement will terminate upon a Clean Up Call Redemii^n, Optional 
Redemption, Tax Redemption or Auction Call Redemption and on toe Accelerated Maturity Date, which 
may require the Issuer to make a termination payment to any interest Rate Swap Counterparty. Any such 
termination payment would reduce toe proceeds available to be distributed on toe Notes. Furthermore, if 
toe Issuer enters into an Interest Rate Swap Agreement, in toe event toat on any date toe Net 
Outotanding Underlying Asset Balance Is less than the Notional Amount of the Interest Rate Swap 
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Transaction, the Notional Amount of the Interest Rate Swap Transaction v^ll be reduced such that the 
Notional Amount is equal to Uie Net Outstanding Underlying Asset Balance, llie issuer may owe a 
termination payment to the interest Rate Sv^p Counterparty in connecticm any interest Rate Swap 
Termination, Any suc^ payment would reduce tiie proceeds avaiiaUe to be distributed on tiie Notes, in 
addition, a Ciean-Up Cali Redemption, an Optional Redemption, a Tax Redemption, an Auction Call 
Redemption or the occurrence of an Accelerated Maturity Date may require the Collateral Manager to 
liquidate positions more rapidly than w)uid otherwise be desirable, which could adversely affect the 
realized value of tiie Underlying Assets sold. Moreover, the Collateral Manager may be required. In order 
to Dispose of all the Underlying Assets, to aggregate Underlying Assets in a block transaction, tiiereby 
possibly resulting in a io^r realized value for the Undertymg Assets sold. 

Eariv Termination of the Reinvestment Period . Although the Reinvestment Period Is expectaJ to 
terminate on the day after toe Payment Date occurring In March 2009, the Reinvestment Period may 
laminate prior to such date (i) if toe Collateral Manager, acting on behalf of toe Issuer, notifies toe 
Trustee and toe other designated parties that. In tight of the compo^on of the Underlying Assets, 
general market conditions and other factors, the Collateral Manager (in the Collateral Manager's sc^e 
dscretion}, acting on behalf of toe issuer has determined that irwestments in additional Assets within the 
fcxeseeable future would either be impractical or not ben^iai or (»} upon an Event of Default; provided 
that if toe Collateral Manager had previously terminated the Reinvestment Period, the Collateral Manager 
may (in its sole discretion) reinstate toe Reinvestment Period if the notice of reinstatement is delivered 
prior to toe Determination Date for toe Distribution Date occurring in March 2009. 

if toe Relnvestinent Period terminates prior to the day after the Distribution Date occurring in 
Marrto 2009, such early termination may affect toe expected average lives of toe Notes described under 
"Maturity, Prepayment and Yiefd Cons/deraftons". 

Q/soosftfon of UnderMna Assets bv the CoBaterat Manager Under Certain CircumstarKBS . Under 
toe Indenture, during certain periods, the Collateral Manager has toe right, but not the obligation, to 
Dispose of Underling Assets that are Credit-Risk Assete, Defaulted Securities or Withholding Securities, 
subject to satisfaction of the conditions described herein, in addition, during toe Reinvestment Period and 
subject to the satisfaction of certain conditions, the Collateral Manager may Dispose of and acquire other 
Underlying Assets on a discretionafy basts. Such Disposition of Underlying Assets may result in losses 
by toe issuer, which losses may result in toe reduction or withdrawal of toe rating of any or ail of the 
Notes by any of toe Rating Agencies. On the other hand, circumstances may exist under vitoich it is in toe 
best Interests of the issuer to Dispose of Underlying Assets, but the Collateral Manager does not, or Is not 
permitted to, ex^cise the right to purchase such assets. 

Interest Rate Risk . The Notes bear interest at a rate based on three-monto LIBOR as determined 
on the relevant LIBOR Determination Date. The Asset-Backed Securities will include obligatbns that 
bear interest at llxed rates or are subject to interest rate caps and the Synthetic Securtties will pay fixed 
amounts. Accorriingty, the Notes are subject to Interest rate risk to the extent that there is an Interest rate 
mismatch between toe floating rate at which interest accrues on such Notes and the fixed rate at which 
interest accnjes on the fixed rate Underlying Assets and any limitation on floating rate created on Asset- 
Backed Securities by related interest rate caps. In addition, any payments of principal of or intei^t on 
the Underlying Assets received during a Due Period will be reinvested In Eligible Investments maturing 
not later than the next Oistritnrtion Date. There is no requirement that Eligible ln>restments bear interest 
at LiBOR, and the interest rates available for Eligible Investments are inherently uncertain. As a result of 
these mismatches, an increase In toree-monto LIBOR could adversely impact toe ability of toe issuer to 
make payments on the Notes. With a view to mitigating a portion of such interest rate. mismatch, toe 
issuer may after the Closing Date and subject to satisfaction of the Rating Condition, enter Into an 
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Interest Rate Swap Agreement. However, there can be no assurance that the Underlying Assets and 
Eligible Invesbnents, together such transactions under any Interest Rate Swap Agreement, will in all 
circumstances generate sufficient Interest Proceeds to make timely payments of Interest on the Notes. 
Morrover, tee benefits of such transactions under an Interest Rate Swap Agreement may not be 
achieved in tee event of tee earty termination of tee Interest Rate Swap Agreement, including termination 
upon tee failure of tee issuer or the related Interest Rate Swap Counterparty to perform its oUigatlons 
thereunder. See "Security for tee Notes— The Interest Rale Sirap Agrecmwt." 

Pursuant to the indenture, the Issuer may (i) enter into an Interest Rate Sv^p Agreement or (il) 
enter into an additional Interest Rate Swap Agreement cMily with the consent of tee Collateral Manager 
and (a) tee satisfaction of the Rating Condition arKi (b) with respect to any additional Interest Rate Swap 
Agreement, tee interest Rate Swap Counterparty consents to such additional Interest Rate Swap 
Agreement. If an Interest Rate Swap Agreement terminates it may be difftcuft or Impcssible Iot tee issuer 
to enter into a r^acement Inter^l Rate Swap Agreement and sufficient interest Proceeds may not be 
available to pay interest when due on one or more Classes of Notes, if Interest is not paid on the most 
Senior Class of Notes teen outstending, an Event of Default under the Indenture may occur. In limited 
circumstances specified in tee interest Rate Svi^p Agreement, tee Interest Rate Swap Counterparty may 
have tee unilateral right to reduce tee notional amount of such interest Rate Swap Agreement, In which 
event tee Issuer could be required to pay a termination payment to tee Interest Rate Swap Counterparty. 

AveraoB Ufa of the Notes and PrBpavment Consfderations . The average life of each Class of 
Notes is expected to be shorter tean tee number of years until the Stated Maturity. See "Maturity and 
Prepayment Considerations." 

The average life of each Class of Notes will be affected by tee financial condition of tee obligors 
on or issuers of the Underlying Assets, tee charact^tics of the Underlying Assets, including the 
existence and frequency of exercise of any prepayment, optional redemption or sinking fund features, the 
prevailing level of interest rates, tee redemption price, the actual default rate and the actual level of 
recoveries on any Defaulted Securities, tee frequency of tender or exchange offers for tee Underlying 
Assets and any dividends or other distributi(xis received In respect of Equity Securities and the 
occurrence of the Auction Call Redemption. See "Maturity and Prepayment Considerations," "Security for 
the Notes* and "Description of tee Notw— Auction Cali Redemption." 

Withholding on the Notes: No Gross-Uo . The Issuer expects that payments of principal and 
interest in respect of the Notes by the Issuer will ordinarily not be subject to any withholding tax in tee 
Cayman Islands or the Untied States. See "Tax Considerations." In tee event that withholding or 
deduction of any taxes from payments of principal or interest in respect of tee Notes or any disWbution in 
respect of tee Preference Shares Is required by law In any jurisdiction, neither of the Issuers shall be 
under any otrilgatian to make any additional payments to tee holders of any Notes or Preference Shares 
in respect of such vrithholding or deduction. 

As a condition to tee payment of principal of and Interest on any Notes without U.S. federal back- 
up withholding, tee Issuers may require tee delivery of properfy completed and signed applicable U.S. 
federal income tax certtiteations (generally, an Internal Revenue Service Form W-9 (or applicable 
successor form) in tee case of a person teat is a "United States person* within the meaning of Section 
7701(a}(30) of the Code or tee applicable Internal Revenue Service Form W-8 BEN («’ applicable 
successor form) in the case of a person that is not a "United Stales person* within the meaning of Section 
7701(a)(30)oftheCode). 

Additional Taxes . The Issuer expects that payments received on tee Underlying Assets, Eligible 
Investments and any Interest Rate Swap Agreement generally wiB not be subject to witeholding or oteer 
taxes imposed by the United Stat^. Payments on the Underlying Assets and Eligible Investments and 
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undOT any Interest Rate Swap Agreement, however, might become subject to U.S. or other tax due to a 
change in taw or other ^uses. Payments with respect to Equity Securities iikety wilt be subject to 
withholding taxes imposed by the United States or oth^ counMes from which such payments are 
sourced. The imposition of unanticipated widiholding taxes or tax on the issuer's net income couid 
materially impair the issuer's ability to pay principal of and interest on the Notes and dividends and return 
of capital in respect of the Preference Shares. Upon toe occurrence, solely as a result of Cayman islands 
law, of any such events set forth in toe preceding senter^, toe Issuer will use its best endeavors to 
procure (I) toe substitution of a company Incorporated in another jurisdiction in ^ich the relevant tax 
does not apply or (il) the establishment of a branch office in another jurisdiction in which toe relevant tax 
does liot apply from \^ich i! will conUnue to cany out Its functions under toe Notes, subject in each case 
to the prior receipt by toe Issuer and toe Trustee of written confirmation from each Ratir^ Agency toat toe 
radng of the Notes vwll not be adversely affected by such, substitution or change of jurisdiction. As soon 
as practicable after such investigation, the Issuer will send written notice to the Trustee as to vtoether 
either of such actions will be taken by toe Issuer. No assurance can be made that any such actions by 
the Issuer will eliminate any such w^hholding taxes or tax on the Issuer's net income. 

Risks Relating to the Collateral 

Natum of the Collateml . The Underlying Assets are subject to credit, liquidity, inter^t rate, . 
market operations, fraud, structural, legal and other risks. In addition, during toe Reinvestment Period, a 
slgntTicant portion of toe Underlying Assets may be amortized or Disposed of after toe Closing Date and 
replaced wito new Underlying Assets and accordingly the financial performance of the Issuer may be 
affected by the price and availability of the Underlying Assets to be acquired. The amount and nature of 
the Collateral securing the Notes have been established to withstand certain assumed deficiencies in 
parent occasioned by defaults, writedowns, ptlrrdpal shortfalls and Interest shortfalls in respect of toe 
Underlying Assets. See ''Ratings of the Notes”. If any deficiencies arise, however, payment of toe Notes 
and Preference Shares could be adversely affected. To the extent toat a default occurs with respect to 
any Underlying Asset securing the Notes and toe Issuer (upon the advice of the Collateral Manager) 
Disposes of such Undertying Asset, It is not likely that toe proceeds of such Disposition ^11 be equal to 
the amount of principal and interest owing to the Issuer In respect of such Underlying Asset. To the 
extent toat a credit event occurs with respect to any Reference Obiigation underl/ng any Synthetic 
Security securing the Notes, toe Synthetic Security Counterparty will have an. option to deliver to the 
Issuer such Reference Obligation against the payment by the issuer of the Physical Settlement Amount 
(as defined In toe related Confirmation). If toe Issuer subsequently Disposes of such Reference 
Ot^igation, It is not likely toat the proceeds thereof will be equal to the amount of {xincipal and interest 
owing to the Issuer in respect of such Reference Obligation. In addition, If toe Issuer Is obligated to make 
3 Floating Payment under a Synthetic Security, such Floating Payment would result in a reduction of toe 
f^ncipal/Notional Balance of such Synthetic Security, and, therefore, reduce the amounts payable by toe 
Synthetic Security Counterparty, end reduce the amount of Interest Proceeds available to pay the Notes 
and Preference Shares. Any Floating Payment would reduce toe Collateral that is available to pay the 
prindpal of toe Notes and Preference Shares, and would expose toe Issuer to reinvestment risk. 

The market value of toe Underlying Assets generally will fluctuate with, among other things, toe 
financial condition of toe obligors on or issuers of the Underlying Assets or, with respect to Synthetic 
Securities, of the obligors on or issuers of the Reference OUigatlons, general economic conditions, the 
condition of certain financial markets, political events, developments or trends In any particular industiy 
and changes in prevailing interest rales. 

if an Underlying Asset becomes an Equity Security. Credit-Risk Asset, Defaulted Asset or 
Withholding Security, the Collateral Manager may or may not elect to Dispose of the affected asset. 
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There can be no assurance as to the timing of the Coiiaterel Manages purchase of tine affected asset, or 
as to the rates of recovery on such affected asset. The inability to realize immediate recoveries at the 
recovery levels assumed herein may result in lower cash flow and a lower yield to maturity of ffie Nc^es 
and Preference Shares. 

Afthough the issuer is permitted to invest in Asset-Backed Securities and Synthetic Securities, the 
issueHT may find tiiat. as a practical matter, these investmer^ opportunities are not available to it ftM* a 
variety of reasons sudi as the limitations imposed by the Eligibility Criteria and ttfe Collateral Quality 
Tests. At any time there may be a limited universe of Investments that would satisfy the Eiigibirity Criteria 
and the Collat«^i Quality Tests given the other investments in the issuer's portfolio. As a result, the 
Issuer may at times find it difficun to acquire suitable invesbnents. See "Security for tile Notes*. 

The abliity of the Issuer to Dispose of Und^^ng Assets prior to maturity is subject to certain 
restrictions under the indenture. Notwithstanding such restfictions and satis^ctfon of the conditions set 
fortfi in the Indenture, the acquisition and the Disposition of Underlying Assets could result in loss^ to the 
Issuer, which losses could affect the timing and amount of payments in respect of the Notes or 
Preference Shares or result in the reduction in or wfttidravrai of the rating on any or ail of the Notes by 
one or more of the Rating Agencies. 

Asset-Sacked Securities . The Underlying Assets wlii consist of Asset-Backed Securities, which 
may include,- without limitation. CMBS Securities, RMBS Securities, Automobile Securities. Small 
Business Loan Secuntles, Car Rental Fleet Securities, COO Securities, Credit Card Securities, 
Equipment Lease Securities and Student Loan Securities, or Synthetic Securities with Reference 
Obligations as Asset-Backed Securities. 'Asset-Backed Securities* are securities that entitle the 
hr^ders thereof to receive payments that depend primarily on the cash flow from a specified pool of 
tinanda) assets, either fixed or revolving, that by their terms convert into cash within a finite time period, 
together with rights or other assets designed to assure the servicing or tim^ distribution of proceeds to 
holders of tfie Asset-Backed Securities, See ■Security for the Notes — Underlying Assets^-Asset-Backed 
Securities*. 

Holders of Asset-Backed Securities bear various risks, including interest rate risks, market risks, 
credit risks, liquidity risks, c^erations risks, structurai risks and legal risks. Credit risk is an Important 
issue in Asset-Backed Securities because of the significant credit risks inherent in the underlying 
collateral and because issuers are primarily private entities. The structure of an Asset-Backed Security 
and the terms of the investors* interest in the collateral can wary widely depending on the type of 
collateral, the desires of investors and Uie use of credit enhancements. Although the basic elements of 
all Asset-Backed Securities are similar, Individual transactions can differ markedly In both structure and 
execution. Impcxtant determinants of the risk associated with issuing or holding the securities include the 
relative senicxity ex' subordination of the class of Asset-Badeed Security held by the investor, the process 
by v^ich principal and interest payments are allocated to investors, how credit losses affect tfie issuing 
vehicle and the rehim to investors, whetiier collateral represents a static or revoMng pool of specific 
assets or accounts, whether the underiying collateral assets are revoMng or closedrend, under what 
terms (including mahirity of the asset-backed Instrument) any remaining balance in Ihe accounts may 
revert to the issuing company and the extent to which the company that is the actual source of the 
collateral, assets is obligated to provide support to the issuing vehicle or to the investors. See "Security 
for the Notes — Underlying Assets— Asset-Backed Seewtties* below. 

Liquidity risk can arise ffom an increase In perceived credit risk, as occurred in 1996 and 1997 
with the rise in repeated delinquencies and losses on securitized pools of credit cards. Liqukiity can also 

a major concern for asset-backed commercial paper programs if concerns about credit quality, 
for example, lead investors to avoid the commercial paper issued by the relevant spedal-purpose entity. 
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For these cases, the securitization transaction may indude a "liquidity facliity," which require the facility 
provider to advance funds to Uie relevant special-purpose entity should Hquidity problems arise; To the 
extent that the bank ortginaUng the loans Is also the provider of the liquidity facility, end biat the bank is 
likely to experience similar market cx^nc^ms if loans it originates deterkH'ate, the ultimate practical 
value of the liquidity facility to the transaction may be questionabte. Operations risk arises through the 
potential for misi^presentation of the loan quality or terms by the originating institution, misrepresentation 
of the nature and cunent value of tiie assets by the servicer and inadequate controls over disbursements 
and receipts by the servicer. 

If the servicer becomes subject to finandal difficulty or otherwise ceases to be able to carry out its 
function, it may be difficult to tied other acceptable substihJte servicers and cash flow disruptions or 
losses may occur. Stixictural and legal risks Include the possibility that, in a bankruptcy or similar 
proceeding involving the originator or the servicer (often the same entity or Affiliates), the assets of the 
Issuer could be ti'eated as never having been truly sold by the originator to the Issuer and could be 
substantively consolidated with those of the originator, or the transfer of such assets to the Issuer could 
be voided as a fraudulent transfer. Challenges based on such doctrines could result also in cash now 
delays and reductbns. Other similar risks relate to the degree to which cash Hows on the assets of ti^e 
Issuer may be commingled with those on the originator's other assets. 

Residential ABS SecuritJes . Most of the Underiying Assets will consist of Residential 
Securities. Residential ABS Securities represent interests in pools of residential mortgage loans secured 
by one- to four-family residential mortgage loans. Such loans may be prepaid at any time. See "Maturity, 
Prepayment and Yield Considerations*. Residential mortgage loans are obligations of the bc^wers 
thereunder only and are not typically insured or guaranteed by any other person or entity. The rate of 
defaulte, writedowns, principal shortfalls, interest shortfalls and losses on residential mortgage loans will 
be affected by a number of factors, Irnludlng general economic conditions and those In the area where 
the related mortgaged property is located (including local property values), the borrower's equity in the 
mortgaged property and the financial circumstances of the borrower. If a residential mortgage loan is in 
default, foreclosure of such residential mortgage loan may be a lengthy and difficult process, and mey 
involve significant expenses. Furthermore, the market for defaulted residential mortgage loans or 
foreclosed properties may be very limited. 

The risk of losses on residential mortgage loans is particularly relevant now. While there is 
always a risk of defaults or delinquencies in payment, recently losses on residential mortgage loans have 
been increasing arxl may continue to increase in the teture. The losses have been most significant in 
respect of subprime mortgage loans but all classes of loans are affected. 

A number of factors are contributing to the tnaease in losses. Residential property values that 
Increased for many years are now declining or static in many states. Static or declining pix^erty values 
are expected to result In higher tosses on mortgage loans wher) compared to an environment in which 
property values are increasing. Losses may be particuiwiy high with respect to mortgage loans on 
fxx^rties that are not the borrower's primary residence, Including second homes, investment pxoperties 
and any loans where the property value is less than the remaining amount of the mortgage loan. 
Declining property values also exacerbate the losses due te a failure to apply adequate starxiards to 
potential borrowers. Failures to property screen borrowere may irKlude failures to do adequate due 
diligence on a bonower (Including employment and income history) or the relevant property (including 
valuation) or failures to follow predatory lending and othw borrower-protection statutes. Increases in 
interest rates may also contribute to higher rates of toss. Increases in interest rates require borrowere 
under adjustable rate mortgage loans to pay higher monthly parents. Higher montiily payments make it 
more likely that borrowers will be unable or unwilllr»g to make payments on their loans. 
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The increase in delinquencies and defaults has con&fbuted to a declining market fOT mortgage 
loans. The declining market has. in turn, seriousiy Impacted mortgage originators and servicers. In 
addition to losses due to delinquencies and defaults, mortgage originators and s«vicers face losses due 
to claims for repurchase under provisions in many mortgages that require repurchase due to a breach of 
a representation or and warranty regarding the relevant mortgage loan. The financial difficulties of 
servicers in particular are likely to result in losses in respect of securities backed by rasidentiat mortgage 
loans. Servicers of such securities are t^icaiiy required to make advances of payment for delinquent 
loans. If the servicer is in financial difficulties, however, toe servicer may not be able to provide such 
advance. In extreme cases, if a serincer is in bankruptcy or other insolvency proceedings it may not be 
required to make such advances. In addition, the servicer's obligation to make such advances may be 
limited due to the credit quality of the borrower under toe relevant mortgage bans. 

Residential mortgage bans may be subject to various Federal and state laws, public policies and 
principles of equity that protect consumers, which among other things may regulate interest rat^ and 
otoer (toarges, require certain disclosures, require licensing of originators, prohibit discriminatory lending 
practices, regulate toe use of consumer credit information and regulate debt collection practices. 
Violatbn of certain provisions of these laws, publb policies and principles may limit the servicer's ability to 
collect all or part of toe prIrKipal of or interest on a residential mortgage loan, entitle the bcxrower to a 
retond of amounts ^v^usly paid by it, or subject the servk^ to damages and sanctions. 

At any one time, toe portfolio of Residential ABS Securities may be backed by residential 
mcxtgage bans wito disproportionately large aggregate pririctpal amounts secured by prr^erties in only a 
few states or regions. As a result, toe residential mortgage bans may be more susceptibte to geographic 
risks relating to such areas, such as adverse economic conditions, adverse events affecting bdustiies 
located in such areas and natural hazards affecting such areas, than would be toe case for a poo! of 
m(»1gage barts having more diverse property locations. In additbn, the residential mortgage bans may 
include so-called 'jumbo* mortgage loans, having original principal balances that are higher than is 
generally toe case for residential mortgage bans. As a result, the related mortgaged properties may 
have a more limited market than those securing average-sized residential mortgage bans. 

Each underlying residential mortgage loan in an Issue of Residential ABS Securities may have a 
baibon payment due at its maturity date. Balloon residential mortgage loans involve a greater risk to a 
tender toan self-amortizing loans because the ability of the borrower to pay such amount will normally 
depend on Its ability to obtain refinancing of the related mortgage ban or sell the related mortgaged 
property at a price sufficient to permit toe borrower to make the balloon payment, wNch will depend on a 
number of factors prevailing at the time such refinancing or sale is required, Including, without limitation, 
toe strength of the residential real estate markets, tax laws, the financial situation and operating history of 
toe underlying property, Interest rates, and general economic conditions. If the borrower is unable to 
make such baibon payment, toe related issue of Residential ABS Securities may experience losses. 

Commerc/ai MortQBaO’Backed Seeurities . Asset-Backed Securities include Commercial 
Mortgage-Backed Securities. Commercial Mortgage-Backed Securities are securities backed by 
obligatbns (Including participation Interests In obligations) that are principally secured by mortgages on 
real property or Interests therein having a multifamily or ccmimercial use, such as regional malls, other 
retail ^ace, office buildings, Industrial or warehouse properties, hotels, apartments, cooperatives, nursing 
homes and senior living centers. Commercial Mortgage-Backed Securities have been Issued In public 
and private trensactions by a variety of public and private issuers using a variety of structures, including 
senior and subordinated classes. Risks affecting real estate investments include general economic 
conditions, the conditbn of financial markets, poiiticat everte, developments or trends in any particular 
industiy and changes in prevailing interest rates. The cyclbaflty and leverage assodated with real estate- 
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related investments have histCHicaliy resulted in periods, Including significant periods, of adverse 
p^fCMTnance, including performance that may be materially more adverse than the performance 
associated with other investments. In addition, commercial mortgage loans generally are non-recouree 
loans, lack standard!^ terms, tend to have shorter maturities titan residential mortgage ktans arai may 
provide for the payment of all or substantially all of the prindpai only at maturity. In some cases, the 
properties securing commercial mortgage loans may be subject to additional debt that may affect the 
related borrower's ability to reffnance the loan and/or result in reduce cash flow and deferred 
maintenance. Additional may be presented by the type and use of a particular commercial property. 
For instance, commercial properties that operate as hospitals and nursing homes may present spedal 
risks to lenders due to tire significant governmental regulation of the ownership, operation, maintenance 
and financing of health care ir^titutions. Hotel and motel properties are often operated pursuant to 
franchise, management or operating agreements which may be terminabie by tiie franchisor or operator; 
and the trensf^abiiity of a hotel's operating, liquor and other licenses upon a transfer of the hotel, 
leather through purchase or foreclosure, is subject to local law requirements. All of these factors 
itKrease the risks Involved with commercial real estate lending. Commercial properties tend to be unique 
and are more ditffcutt to value than single-family residential properties. Commercial lending is genially 
viewed as exposing a lender to a greater risk of loss than residentiat mortgage lending since It typically 
involves larger loans to a single borrower (x related borrowers than residential mortgage fending. 

Commercial mortgage lenders typically took to the debt swvice coverage ratio of a loan secured 
by ir^me-fxrodudng property as an Important measure of the risk of default on such a loan. Commercial 
property values and net operating income are subject to volatility, and net operating income may be 
suffident or insufficient to cover debt service on the related mortgage loan at any given time. The 
repayment of loans secured by income-producing properties Is typically dependent upon the successful 
operation of the related real estate project rather than upon the liquidation value of the underlying real 
estate or the existence of independent income or assets of the borrower. Furthennore, the net operating 
income from and value of any commercial property may be adversely affected by risks generally incident 
to interests In real property, including events which the borrower or manager of the property, or the issuer 
or servicer of the related issuance of Commercial Mortgage-Backed Securities, may be unable to predict 
or control, such as changes in general or local economic conditions and/or specific industry segments: 
declines in real estate values; declines In rental or occupancy rates; increases in Interest rates, real 
estote tax rates and other operating expenses; changes in governmental rules, regulations and fiscal 
policies; acts of God; acts of wan sets of terrorism; and social urves! and civil disturbances. The value of 
commercial real estate is also subject to a number of laws, such as laws regarding environmental clean- 
up and limitations on remedies imposed by bankruptcy laws and state laws regarding foreclosures and 
rights of redemption. 

A commercial (xx>perty may not readily be converted to an alternative use in the event that the 
operation of such commercial property for its original puipose becomes unprofitable. In such cases, the 
conversion of the commercial property to an alternative use would generally require substantial capital 
expenditures. Thus, if the borrower becomes unable to meet its obligations under the related commercial 
mortage loan, the liquidation vrelue of any such commercial property may be substantially less, relative 
to the amount outstanding on the related commercial mortgage loan, than would be the case If such 
commercial property were readily adaptable to other uses. The exercise of remedies and successful 
realization of liquidation proceeds may be highly dependent on the performance of Commercial 
Mortgage-Backed Securities servicers or special servicers, of «blch there may be a limited number and 
which may have conflicts of intwest In any given situation. 

Commercial Mortgage-Backed Securities may pay fixed or floating rates of interest. Fixed rate 
Commercial Mortgage-Backed Securities, like all fixed-income securities, generally decline in value as 
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interest rates rise. Moreover, although generally the value of foced'income securities increase during 
periods of ^Dir^g Interest rates, this Inverse relationship may not be as marked in the case of Commercial 
Mortgage-Backed Securities due to the Increased Qkelihood of prepayments during periods of falling 
interest rates. This effect is mitigated to some degree for mortgage loans providing ior a period during 
v4tich no prepayments may be made. 

Mortage loans underling a Commerdat Mortgage-Backed Securities issue may lack regular 
amortization of principal, resulting in a single ’balloon* payment due at maturity. If the underlying 
mortgage borrower experiences business problems, or other factors limit refinancing aitematives, such 
balloon payment mortgages are likely to experience payment delays or even default. 

Svnfheffc SBcurities . A portion of the Underlying Assets may consist of Synthetic Securities, the 
Reference Obligations of v^lch are Asset-Backed Securities (primarily. Residential ABS Securities, 
CMBS Securities, ABX Trar>che Securities and CDO Securities), investments in such types of assets 
thmugh tiie acquisition of SyntiieUc Securities present risks in addition to those resulting from direct 
acquisition of such Undertying Assets. With respect to Synthetic Securities, the Issuer m\\ have a 
contractual relationship only wfth the counterparty of such S^thetic Security, and not the Reference 
Obligor on the Ref^nce Obligation. The Issuer generally wiH have no right diracdy to enforce 
compliance by the Reference Obligor with the terms of either the Reference Obligation or any rights of 
set-off against the Referef>ce Obligor, nor will the Issuer generally have any voting or otiier consensual 
rights of ownership with respect to the Reference Obligation. 

Illiauiditv of the Underfvina Assets . Some of the Undertying Assets purchased by the Issuer vwll 
have no, or only a limited, trading market. The market fw Synthetic Securities may be less liquid than the 
market for certain other types of financial assets. The issuer's investment in illiquid Underlying Assets 
may restrict its ability to dispose of Investments in a timely fashion and for a fair price as well as its ability 
to take advantage of market opportunities. Illiquid Underlying Assets may trade at a discount from 
comparaMe, more liquid Investments. In addition, the Issuer may invest in privately placed Underlying 
Assets that may or may not be freely transferable under the laws of the applicable jurisdiction or due to 
contmctual restrictions on resale, and even If such privately placed Underlying Assets are transferable, 
the prices realized from tiieir sale could be less than those originally paid by tiie issuer or less than what 
may be considered the fair value of such securities. 

Exoosurs to Credft Risks • frie Refemnoe OMaattons and the Synthetic Securities 
Counferpart/es . The obligation of the issuer to make payments to each Synthetic Security Counterparty 
relating to the Synthetic Securfties creates exposure to the credit risk of the RefererK;e Obligations related 
to such Synthetic Securities. The funds available to make payments in respect of principal on the Notes 
and Preference Shares is dependent upon whether and to what extent payments are due and payable by 
the Issuer to a Synthetic Security Counterparty relating to the Synthetic Securities. Any settlement 
payments and temilnaton payments payable by the Issuer (net of termination payments payable by a 
S]^thetic Security Counterparty) due and owing to a Syntiietic Security Counterparty will reduce the 
amount available to pay the obligations of the issuer to the Noteholders and Preference Shareholders in 
inveree order of Senility, ^xxwdingly, the holders of the fTeference Shares and then ttie Noteholders 
may lose all or a portion of their investment. The Issuer will not dlrecOy benefit from any collateral 
supporting the Reference Obligation and will not have the benefit of the remedies that would normally be 
available to a holder of sudi Reference Obligation. 

In addition, in the event of tiie Insolvency of the First Synthetic Security Counterparty or any other 
Synthetic Security Counterparty, the issuer will be treated as a general unsecured creditor of such 
cxjunterparty, and will not have any claim of titie witti respect to the Reference Obligation. Consequently, 
the Issuer will be subject to the cr^lit risk of the counterparty as well as that of the Reference Obligor. As 
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a r^.ult, concentraUons of Synthetic Securities entered Into vrith any one counterparty will subject the 
Notes and Preference Shares to an additional degree of risk with respect to defaults by or ttie insoNency 
of such counterparty as well as by the Reference Obligor. One or more Affiliates of the Initial Purchaser 
may act as counterparty respect to all a portion of the Synthetic Securities, lA^ich relationship may 
create c^rtoin conflids of interest. See "•^-Conflicts of Interest InwMng the Initial Purchaser* below. 

Additionally, while the issuer expects toat the returns rxi a Synthetic Seoirity will generally reflect 
those of the related Reference Obligatton, as a result of the terms of the Synthetic Security and the 
assumption of the credit risk of toe Syntoetic Security Counterparty, a Synthetic Security may have a 
different expected return, a different (and potentially greater) probability of default and expected loss 
characteristics following a default, and a different expected recovery foilowtrig default. Additionally, when 
compared to toe related Reference Obligation, toe terms of a Syntoetic Security may provide for drff^'ent 
matorfties, payment dates, interest rates, interest rate references, credit exposures, or other credit or non- 
credit related characteristics. Upon maturity, default, acceleration or any other termination (Including a 
put or call) other than pursuant to a credit event (as defined therein) of the Synthetic Security, the terms 
of the Synthetic Security may permit or require the issuer of such Synthetic Security to satisfy ito 
obligations under the Syntoetic. Security by delivering to toe Issuer securities other than toe Reference 
Obligation or an amount different than toe then cumant market vakie of the Reference Obligation. 

If the Issuer is obligated to make a Floating Arrxjunt Payment under a Syntoetic Security, such 
Floating Amount Payment may result in a reduction of toe PrincipatiNotional Balance of such Synthetic 
Security, and therefore reduce the amounts payable by a Syntoetic Security Counterparty and toe amount 
of Interest Proceeds available to pay the Notes and Preference Shares. In addition, any Floating Amount 
Payment related to wntedowns or failure to pay principal will reduce toe Aggregate Principal/NotJonai 
Balance of Synthetic Securities that are available to pay the principal of the Notes and Preference 
Shares. 

The ability of the Issuer to meet its obligations under the Notes will be dependent on toe Issuer's 
receipt of payments from the Synthetic Security Counterparty pursuant to toe Synthetic Securities. 
Consequentiy, in addition to relying on toe creditworthiness of the reference obligors, the Issuer will also 
be relying upon the creditworthiness of the Synthetic Security Counterparty to perform its obligations 
under the Syntoetic Securities. 

Offsetting Transactions. As described herein, the Issuer may enter into certain Offsetting 
Tmnsa^ons Intended to hedge the Issuer's credit exposure in relation to certain Syntoetic Securities. 
Such Offeetttng Transactions are subject to certain risks including those described above in respect of 
Syntoetk: S^uiities. There can be no guarantee or assurance that any such Offsetting Transactions 
effectively hedge all or any of toe Issuer's exposure under the applicable Synthetic Security. 

Limited Information with Respect to the Reference ObUaations . Synthetic Security Counterparties 
are not requred to hold any Refererxre Obligation. The Issuer will not have any right to obtain from toe 
issuer of toe Reference Obilgaticxis, any related trustee, Fiscal agent, cotlaterel manager or custodian 
information chi toe Reference Obligations or Information regarding any obligation of any Reference 
Obligation. Syntoetic Security Counterparties will have no obligation to keep the Issuer, the Trustee, the 
Collateral Manager, toe Noteholders or toe Preference Shareholders Informed as to matters arising in 
relation to any Reference Obligation including whether or not circumstances exist under which toere is a 
possibility of toe occurrence of a Credit Event or an obligation to make Floating Amourti Paymento. 

No Legal or Beneficial interest in Reference ObUaations . Under the Syntoetic Securities, toe 
Issuer vwll have a contoactual relationship cxiiy with the Syntoetic Security Counterparty and not with toe 
issuer or obligor of any Reference Obligation. Consequentiy, the Synthetic Securities do not constitute an 
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acquisition or other acquisition or assignment of any interest in any Reference Obligation. The issuw 
generally will have no right to directiy enforce compliance by the Reference Obligor with the terms of the 
Reference Obligation nor any rights of set-off or recourse against the Reference OUigor, nor have any 
voting CM- other consensual rights of own^htp with respect to the Reference Obilgaticm and will not have 
the benefit of toe remedies that vrauld normalty be available to the hold^ of such Ref^ence Obiigation. 
The issuer and toe Trustee, therefore, will have fights solely against toe related Syntoetic Security 
Counterparty in accordance with the Syntoetic Securities. In addition, neither a Syntoetic Security 
Counteiparty nor its affiliates will be (or deemed to be acting as) toe agent or tojstee of toe issuer, the 
Noteholders or toe Preference Shareholders In connection with the exercise of, or the failure to exercise, 
any of toa rights ck- powers of e Syntoetic Security Counterparty and/or its affiliates arising und^ or In 
connection their respective holding of any Reference Obligation. Each S^toetic Security 
Counterparty and its affiliates (I) may deal in any Reference Obligation, (ii) may generally engage in any 
kind of commercial or investment banking or other business transactions with any Issuer of a Reference 
Obligation, and (lit) may act vrith respect to transactions described in the preceding dauses (i) and (ii) in 
toe same manner as If a Synthetic Security Counterparty and toe Notes did not exist and without regard 
to whether any such action might have an adverse affect on such Reference Obligation, the Issuer, toe 
Pretence Shareholders or toe Noteholders. 

Legal Risk rslatina to the Synthetic SacunliBa . Initialiy toe Synthetic Securities will be structured 
as "Pay /Vs You Go” credit default swaps. *Pay As You Go” credit default swaps are a type of credit 
default swap that has been developed recently to reference, and Incorporate certain terms of toe unique 
structures of, /Vsset-Backed Securities. On November 10, 2(X}6, the International Swaps and Derivatives 
/Vssociation. Inc. (*ISDA”) published its revised form of contirmatk>n and a Standard Tenns Supplement 
for a "Pay As You Go” transaction on a mortgage-backed security (the "MBS Pay As You Go Porm"). 
On January 19, 2006 CDS IndexCo LLC published Its fonn of confirmation for a "Pay As You Go* 
transaction on toe /VBX Index the *ABX Pay As You Go Form”). On June 7, 2006 ISOA published its 
form of confirmation for a 'Pay As You Go” tiansaction on a collateralized debt obligation (toe *CDO Pay 
As You Go Form’ and, together w^h the MBS Pay As You Go Form and toe ABX Pay As You Go Form, 
the "Pay As You Go Forms”). H is expected that the Synthetic Securities to which toe Issuer will be a 
party will be based on modified versions of toe Pay As You Go Forms. See 'Security for the Notes' 
herein. While ISOA and CDS tndexCo LLC have published the Pay As You Go Forms and ISDA has 
published and supplemented toe Credit Derivatives Definitions In order to facilitate transactions and 
promote uniformity in the credit default svrap market, toe credit default swap market is expected to 
change and the Pay /Vs You Go Forms and the Credit Derivatives Definitions and terms applied to credit 
derivatives are subject to Interpretation and further evolution. There can be no assurance that such forms 
will be substantially similar to the fcwm Confirmations. Past events have shown that the views of market 
participants may differ as to how the Credit Derivatives Definitions operate or should operate. As a result 
of toe continued evolution of the Pay As You Go Forms, each of the Synthetic Security confirmations to 
which toe issuer Is from time to time a party may differ from toe future market standard. Any difference 
betvreen the Pay As You Go Forms and the forms used for toe Syntoetic Securities may have a negative 
impact on the liquidity and market value of such Synthetic Securities. In particular, the ABX Pay As You 
Go Form Is only beginning to be used by market participants and many participants, including the Rating 
Agencies, are uncertain what teims are appropriate. Syntoetic Securities based on the ABX Pay As You 
Go Form may be less liquid than those based on other Pay As You Go Forms. 

ThCTe can be no assurances that changes to the Credit Derivatives Definitions and other terms 
applicable to credit derivatives generally will be predictable or favorable to the Issuer or InvestcH^ in toe 
Notes or Preference Shares. /Vmendments or supplements to toe ’Pay-As-You-Go" credit default swap 
forms and amendments and supplements to toe Credit Derivatives Definitions that are published by ISDA 
will not apply to toe Si^thetic Securities executed prior to such amendment or supplement unless the 
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Issuer and the related Synttietic Security Counterparty agree to amend the Sadistic Securiti^ to 
incorporate such amendments or supplem^te, and tfie Rating CondH>(»r) is satisfied. For so bng as any 
Class A-1 Notes remain Outstanding, ttie Issuer is required to provide prior notice of any such agreed 
amendment or supplement to the Controlling Class. In addition, the Issuer and ti>e Synthetic Security 
Counterparty may enter into additional Syndetic Securities that incorporate such amendments and 
supplements as long as the Rating Condition has been satisfied. Markets in dilferent jurisdictions have 
also already adopted and may continue to adopt different ixactices with respect to the Credit Derivatives 
Definitions, Fur^ermore, the Credit Derivatives Deftnitions may contain ambiguous provisions that are 
subject to inten:»'etation and may result in consequences tivat are adverse to the Issuer, in addition to the 
credit risk of tiie Reference Obligations and the credit risk of the related Synthetic Security Counterparty, 
the issuer is also subject to the risk that the Credit D^vatives Definitions could be interprets in a 
manner that would be adverse to the Issuer or investors in the Notes or Preference Shares a* that the 
credit derivatives market generally may evotve in a manno' that would be adverse to tive Issuer or 
investors in the Notes or Preference Shares. 

Synthetic Security Collateral Account and the Rdliance on the Credit Worthiness of BiafbiB 
Investments held therein . The Synthetic Securities may require the issuer to secure its oUigations with 
respect to each such S^thetic Seoirity. As directed by the Collateral Manager in writing, cash on 
deposit in the Synthetic Security Collateral Account on behalf of each Synthetic Security Counterparty will 
be invested in Eligible Investments. Amounts on deposit hi tiie Synthetic Security Collateral Account vMii 
be applied, as directed by the Collateral Manager, to the payment of any amounts owed by the Issuer to 
each Synthetic Security Counterparty on the date any such amounts are due. Any Excess Colfaterat 
/^xount /^ount will be withdrawn from the Synthetic Security Collateral Account and deposited to the 
Disposition Proceeds Account; provided that to the extent that any such withdrawal from the Synthetic 
Security Collateral Account would require a withdrawal from any Investment Agreement, such withdrawal 
may only be made in accordance with the terms of such Investment Agreement. Any income on EllglWe 
Investments contained In the Synthetic Security Collateral Account will be withdrawn from such account 
and deposHed in the Collection . Account for distribution as Int^est Proceeds. Cash and Eligible 
investments on deposit in the Synthetic Security Collateral Account will be included In the Collateral to the 
extent provided under 'Security for the Notes— Generar herein, will not be available to make payments 
under the Notes or Preference Shares end shall not be considered to be an asset of the Issuer for 
purposes of any of the Collateral Quality Tests or the Cov«-age Tests, but the Synthetic Securities that 
relate to such Synthetic Security Collateral Account shall be considered an asset of the Issuer. The 
Issuer will bear the risk of any losses with respect to the Eligible Investments held in the Synthetic 
Security Collateral Account. Therefore, with respect to each Synthetic Security, the Issuer bears the risk 
of the Reference Obligation, the related Synthetic Security Counterparty and the credit and market risks 
relating to the Eligible Investments including credit risk with respect to any investment Agreement that 
secure the issuer's obligations wrth respect to such Synthetic Security. 

Reliance on Creditworthiness of Investment Agreements . The amounts on deposit In the 
Synthetic Security Collateral Account are expected to be invested in Eligible Investments ccmsisting 
initially of the initial investment Agreement and. accordingly, the Issuer wilt be exposed to toe 
creditworthiness of toe Initial Investment /^reement Ffrovider and its guarantor. The insolvency of the 
Initial Investment Agreement F^vider or a default by such parties under toe Initial invesfrnent Agreement, 
respectively, would adversely affect the ability of toe Issu^ to pay (xincipal and interest when due under 
toe Notes and distributtons in respect of the Preference Shares and could result in a downgrade of toe 
ratings on the Notes. 

If an Investmert Agreement is terminated as a result of an event of default or an uncured ratings 
dowigrade condition as specified therein, the Issuer may enter into one or more replacement Investinerrt 
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agreements (each a 'Replacement Investment Agreement*), and accordingly, the issuer will be 
exposed k> the creditworthiness ctf the related Replacement Investinent Agreement provider (each a 
'Replacement Investment Agreement Provider*). See ‘Description of the Initial Investinent 
Agreement— The Initial Investment Agreement*. 

Credit Ratings . Credit ratings of debt securities represent the rating agencies* opinions regarding 
their credit quality and are not a guarantee of quality. Rating agencies attempt to evaluate the safety of 
principal and int^est parents and do not evaluate the risks of fluctuations in market value and, 
therefore, credit ratings may not fully reflect the true risks of an Investment. Also, rating agencies may fail 
to make timely changes to aredit ratings in response to subsequent events, so that an issuer's cument 
financial condition may be better or vrarse than a rating indicates. Consequentiy, credit ratings of the 
Asset-Backed Securities and Reference Obligations will be used by the Collateral Mana^ only as a 
(»^liminary indicator of investment quality. Investments in non-investment grade and comparatMe unrated 
obiigations will be more dependent on the Coliateral Manager's credit analysis than would be the case 
with investments in investment-grade debt obligations. 

Intamationat tnves6na . A limited portion of the Underlying Assets may consist of obligations of 
issuers organized under toe law of the Bahamas, Bermuda, toe Cayman islands, toe Channel Islands or 
the Netherlands Antilles. Moreover, collateral searing Asset-Backed Securities may consist of 
obligations of issuers or bcMTOwers organized under toe laws of various jurisdictions other than the United 
States, investing outside the United States may involve greater risks than investing in the United States. 
These risks may include: (a) less publicly available toformation; (b) var^ng levels of governmental 
regulation and supervision; and (c) toe difficulty of enfordng legal rights to a foreign jurisdiction and 
uncertainties as to the status, interpretation and application of laws. Moreover, foreign companies are not 
subject to accounting, auditing and financial reporting standards, practices and requirements comparable 
to toose applicable to U.S. companies. 

There generally Is less governmental supervision and regulation of exchanges, brokers and 
issuers to foreign countries than there is in the United States. For example, there may be no comparable 
proN^ions under certain foreign laws with respect to insider trading and similar investor protection 
securities laws that apply with respect to securities transactions consummated in the United States. 

Foreign markets also have different clearance and settlement procedures, and in certain markets 
there have been times when settlements have failed to keep pace with toe volume of securities 
transactions, making it difficult to conduct such transactions. Delays in settlement could result in periods 
when assets of the Issuer are uninvested and no return Is earned thereon. The Inability of the Issuer to 
make intended Underlying Assets acquisitions due to settlement problems or the risk of intermediary 
counterparty failures could cause the Issuer to miss investment opportunities. The inability to Dispose of 
an Underlying Asset due to settlement prablems oxitd result either in losses to toe Issuer due to 
subsequent dedines In the value of such Undertylng Asset or. If the Issuer has entered Into a contract to 
sell toe security, could result in possible liability to the purchaser. Transaction costs of buying and selling 
foreign securities, including brokerage, tax and custody costs, also are generally higher than those 
Inwlved In domwtlc transactions. Furthermore, foreign financial markets, while generally growing in 
volume, have, for the most part, substantially less volume than U.S. markets, and securities of many 
foreign companies are less liquid and their prices more volatile than securities of comparable domestic 
companies. 

In many foreign countries there Is the possibiRty of expropriation, nationanzatkKi or confiscatory - 
taxation, (imitations on the convertibility of currency or the removal of securities, property other assets 
of toe issuer, poitticai, economic social Instability or adverse diplomatic developments, each of which 
could have an adverse effect on the issuer's investments In such foreign countries. TTie economies of 
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indii^ual non-U.S. countries may also differ fawrably or unfavorably from the U.S. economy In such 
respecte as growth of gn^ domestic product, rate of inflation, volatility of cun'ency exchange rates, 
defxectation, capitei reim^sbnent, resource setf-sufliciency and balance of payments position. 

Other Considerations 

Certain Conflicts of Interest . The activities of the Collateral Manager, the Initial Purcrfiaser and its 
alTiliates may result in certain conflicts of interest 

Conflicts of Interest InvoMna the Collateral Maneoer . Various potential and actual conflicts of 
inter^t may arise from the overall investment activities of the Collateral Manager and its Affiliates. The 
Collateral Manager and ite Affiliates may invest or invest for ti)8 account of others in debt obligations that 
would be appropriate as security for the Notes and have no duty in making such investments or to act in a 
way that is favorable to the Issuer, the Noteholders or the Preference Shareholders. Such Investments 
may be diflerent from those made on behalf of die Issuer. The Coliaterai Manager and its Afftliates may 
have economic interests in, other relationships with, issuers in whose obligations or securities the 
Issuer may invest. In particular, a substantial portion of the Underlying Assets acquired by the issuer 
from the Initial Pun^haser were sold to the initial Purchaser from portfolios of securities held by one or 
more of die Collateral Manager and its Affiiiates. In addition, the Collateral Manager or its AfRiiates may 
make and/or hold an Investment In an issuer's securities that may be pari passu, senior or junior in 
ranking to an invesdnent in such issuer's securities made and/or held by the Issuer or In which partners, 
security holders, officers, dtrectors, agents or employees of die Collateral Manager or its Affiliates serve 
on boards of directors or otherwise have ongoing relationships. Each of such ownership and odier 
relationships may result in securities laws resfrictions on transactions in such securities by the Issuer and 
odierwise create confRcts of interest for the issuer, in su^ instances, the Collateral Manage and its 
Affiliates may In their discretion (except as provided below under 'Security for the Notes — Dispositions of 
Underlying Assets") make investment recommendations and decisions that may be the same as or 
different from those made with respect to the Issuer's Investments. 

Although the officers and employees of the Collateral Manager will devote as much time to the 
Issuer as the Collateral Manager deems appropriate, the ofrK;ers and employees may have conflicts in 
allocating their time and services among the Issuer and the Collateral Manager's and Its Affliiales' other 
acccHints. 

The Collateral Manager also serves as a manager of one or more other companies organized to 
invest in Asset-Backed Securities. The Collateral Manager and its AffiRates may pursue its own interests 
as an ovmer of other seoirities issued by an Issuer of Underlying Assets, without considering the effect of 
its actions or omissions on the Issuer. In addition, the Collateral Manager may act as the Auction Agent 
in an Auction Call Redemption of the Notes or may resign as Auction Agent and bid on any Underlying 
Assets tiiat are sold pursuant to an Auction Call Redemption. 

One more Affiiiates of the Collateral Manager wilt acquire alt of the Preference Shares and may 
purchase some or all of the Class E Notes on the Closing Date. Pursuant to the Management 
Agreement, the Collateral Manager, in its capacity as holder of, or an advisor to the holder of Class E 
Notes and Preference Shares may, in such capacity, act in a manner which it determines to in the best 
interests of a holder of Class E Notes and/or Preference Shares, without regard to tiie effect on the 
Interests of other Noteholders, in addition, the Coltaterai Manager and its Affiliates may a! times own any 
other Class of Notes. A portion of the purchase price of Notes and the Preference Shares to be acquired 
by the Collateral Manager or its Affiliates may be financed by the Initial Purchaser. At any given time, the 
Collateral Manage- and its Affiliates wll not be entitled to vole the Notes or Preference Shares 
beneficially owned by the Collateral Manager or any Affiliate thereof or by an account or fund for which 
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the Collateral Manager or an Affiliate thereof acts as the investment acMser (wth discretionary authority} 
(*Coilateral Manager Securities') with respect to any vote or consent on any assignment or termination 
of the Management Agreement (including the exercise of any rights to remove the Collateral Manager or 
terminate ttie Management Agreement) or any amendment or other modificaQon of the Management 
Agreement or the IndenUrre increasing the righte or decreasing the obtlgations of the Coliaterai Manager. 
Howev^, at any given time the Cotiat^l Manager end its Affiliates will be entitled to vote the Notes and 
Preference Shares held by them with respect to all other matters. For purposes 'Affiiiate* 

means, witti respect to any person, (a) any other person who. dlrectfy or Indirectly, Is In contrc^ of. or 
controlled by, or is under common control with, such person, (b) any other person is a director, 
officer, employee, managing member <x general partner of (i) such person or ((i) any such other person 
described in clause (a) above, or (c) with respect to the CoSateral Manager, any account or fund for w/hich 
die Collateral Manager or any of Qie foregoing acts as ^i^slment advisor wHh discretionary authority. 
For die purposes of the foregoing definition, control of a p«^n shall mean the power, direct cw indirect, 
(x) to vote more than 50% of the securities having ordinary voting power for the election of directcxs of 
such person or (y) to direct or cause the direction of the management and policies of such person 
wheth^ by contract or othervrise. The ownership of some or all of the Class E Notes and ail of the 
Preference Shares by one or more Affiliates of the Collateral Manager may give the Collateral Manager 
an incentive to take acfions that vary from the interests of the holdere of the Notes. 

Confficts of Interest InvoMna the fniUaf Purchaser . Certain of the Asset-Backed Securities 
acquired by die issuer may consist of obligations of issu^ or obligrxs, or obligations sponsored or 
serviced by companies, for wmich DBS! as the Inlttal Purchaser or an Affiliate of DBSI has acted as 
underwrite, agent, placement agent or dealer or for which an Affiliate of DBSI has acted as lender <yr 
provkJeJ rther adminlstrafive, commercial or investment banking services. In addition, If not the Auction 
^ent, the Initial Purchaser may bid on the Underlying Assets at any time the issuer Disposes of an 
Underlying Asset. In addition, an Affiliate of the Initial Purchaser will be the First Synthetic Security 
Counterparty and may be Offsetting Transaction Counterparty. Also, as described under 'Use of 
Proceeds', the Issu^, DBSI and Deutsche Bank AC Cayman Islands Branch (the "Warehouse Lender*), 
an Affiliate of DBSI, have entered Into a aedit agreement (the "Warehouse Credit Agreement"), 
pursuant to which the Warehouse Lender has financed the acquisition of certain Asset-Backed Securities 
and the payment of certain transaction-related fees and expenses prior to tiie Closing Date. On the 
Closing Date, the net proceeds from the sale of tiie Notes and the Preference Shares will be used by the 
Issuer to repay in full alt amounts owing by the Issuer to the Warehouse Lender relating to the 
Warehouse Credit Agreement, and such revolving credit fadlity, along with the lien on the Asset-Backed 
Securities, the Offeetting Transactions and the Synthetic Securities securing it, will be terminated. See 
"Use of f^eeds'. 

Conflicts of IntarBSt invoMna the Synthetic Security Counfe/pa/tfes and the Offsetting Imnsaction 
Counterosrtv . TTie First Synthetic Security Counterparty is an Affiliate of the Initial Purchaser and the 
Offeetling Transaction Counterparty may be an Affiliate the Initial Purchaser. Each Synthetic Security 
Counterparty or O^etting Transaction Counterparty may take actions under Ihe related Syntiiette 
Securities or Offsetting Transactions or otherwise that may be Inconsistent with or adverse \o the interests 
of the Noteholders. Synthetic Security Counterparties will not be obligated to take any action to minimize 
losses vrith respect to any Reference Obligation. In addition, each Synthetic Security Counterparty or 
Offsetting Transaction Counterparty has the right in ttie event of an assignment of a Synthetic Security (or 
Offsettir^ Transaction, as applicable) to reject any replacement for the Issuer, such right not to be 
unreasonably exercised. In deciding whether to approve or reject a replacement for the Issuer, the 
SyntiieUc Security Counterparty does not have to consider the interests of the Issuer or the Noteholders. 
See "Setxjrfty for tiie Notra — Underlying Assets — Synthetic Securities — Assignment*. 
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Each Synthetic Security Counterparty, each OffeeWng Transaction Counterparty and each of their 
affiliates may deal in any obligations or otiier securities of any Reference OUtgor (including, but not 
limited to, any Referw^ OUigations), may enter into other credit derivatives inwiving entries that may 
include tiie Reference Obligors their affiliates or sponsors (including credit derivatives to hedge its 
obligations under the S)mU)8tic Securities or Offsetting Transactions), may accept deposits ftom, make 
loans or otherwise extend credit to. and generally engage in any kind of commer^ai or investment 
banking or other business with, any Reference Obligor, any affiliate or sponsor of any Reference Obligor 
or any other person or other entity having obligations relating to any Reference Obligor or affiliate or 
sponsor of suc^ Reference Obligor, and may act with respect to such business in the same manner as if 
the related Syntiietic Senjrities and/cK Offsetting Transactions did not exist, regardless of whether any 
such retaticxishlp or action might have an adverse effect on any Reference Obiigatior^ (including, without 
limitetion, any action which might constitute or give rise to a Credit Event), or on tiie position of the Issuer, 
the Noteholders or any otiier party to the transaction described herein or otherwise. Each Synthetic 
Security Counterparty, each Offsetting Transaction Counterparty and each of their affiliate may, whether 
by reason of tiie types of i^iaUonships described herein or otherwise, on the date t^reof or at any time 
hereafter, be in possession of information in relation to any Reference Obligation, Ref^ence Obllgcx or 
any of sudi Reference Obligor's sponsors or affiliates, that is or may ba material in the context of the 
related S^thetic Securities or Offsetting Transactions and tiie other transaction documents and tiiat may 
or may not be put^idy available or known to the otiier parties to the transaction documents and which 
information each Synthetic Security Counterparty, each Offsetting Transaction Counterparty or their 
affiliate may be fxohibited from using for the benefit of the Issuer. The Synthetic Securities, Offsetting 
Transactions and the other transaction documents do not create any obligation on the part of the related 
Synthetic Security Counterparty (or Offsetting Transaction Counterparty) and Its affiliates to disclose to 
any other such party any such information (whether or not confidential). In addition, with respect to the 
deletion or addition of Reference Obligations in connection with any trading activity undertaken by the 
Collateral Manager on behalf of the Issuer, tiie related Synthetic Seciaity Counterparty (or Offsetting 
Transaction Counterparty) is not obligated to agree to any such deletion or addition of a Reference 
C^iigation and may make its decision whether to agree to any such deletion or addition on the basis of its 
own bast interests and vhthout regard to the interests of the Issuer or the Noteholders. 

Money Laundering Pravention . The Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the "USA PATRIOT Acf), effective as of 
October 26, 2<X}1, requires that financial Institutions, a term that includes banks, broker-dealers and 
investment companies, establish and maintain compliance programs to guard against money laundering 
activitl^. The USA PATRIOT Act requires the Secretary of the U.S. Treasury (Treasury*) to prescribe 
regulations in connection with anti-money laundering policies of financial Institutiwis. The Federal 
Reserve Board, the Treasury and the SEC are currently studying what types of Investment vehicles 
should be required to adopt anti-money laundering procedures, and It is unclear at this time whetiiar such 
prtx^ures will apply to pooled investment vehicles such as the Issuer. It is possible that th^e could be 
promulgated legislation or regulations that would require the Issuer or the Initial Purchaser or othw 
ser^ce providers to the issuer, in connection with the establishment of anti-money iaundering 
procedures, to share trrfcxmation with governmental authorities with respect to investors in the Notes and 
Pref^ence Shar^. Such legislation and/or regulations could require the Issuer to implement additional 
restrtetions on the transit of tha Notes and Preference Shares or interests therein. The Issuer reserves 
the right to request such information as is necessary to verify the identity of investors in the Notes and 
Prefererx^ Shares and tiie source of the payment of subsoiption monies, or as is necessary to comply 
with any customer identification programs required by Financial Crimes Enforcement Netwcxic and/or: the 
SEC. In the event of delay or failure by the applicant to produce any infwmation required for verification 
purposes, an application for or transfer of Notes. R'eference Shares or Interests therein and tiie 
subscription monies relating tiiereto may be refused, in connection with the establishment of anti-money 
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laundering procedures, the Issuer may implement additional restrk^ions on the transfer of Notes or 
Preference Shares. 

Purchase of Underivino Ass9ts . The Issuer wilJ acquire Underiying Assets from a vrarehouse 
facility (the 'Vfarehouse Facltity*} provided by an afftiiate of DBSi. which ^vides for ^e purchase of 
Asset'Backed Securities at the direction of tfie Colla^ai Manager on behalf of the issuer prior to the 
Closing Date. In addition, a substantial portion of toe Underiying Assets purchased by toe issuer are 
securities from portfolios of Asset-Backed Securities held, directly or indirectly, by the Collateral Manager 
or one or more Affiliates of, or investment funds managed by. toe Collateral Manage. 

Stme of the Underiying Assets subject to the Warehouse Facility rnay have been originally 
acquired by DBSI or one of Rs Affiliates In connection with its undenwriting or placement thereof upon 
issuance thereof or from the Collateral Manager or one of its Affiliates. The Warehouse Facility requires 
the issuer to purchase Asset-Backed Securities eligible tor indusion in toe Collateral cm the Closing Date 
at a price equal to the price paid wtoen DBSI or its Affiliate acquired such Asset-Backed S^urities 
pursuant to the Warehouse Facility, plus accrued interest thereon, and net of any hedging gains or 
losses. As a result, the Issuer bears the risk of depreciation in toe value of an Asset-Backed Seornty 
purchased urtoer toe Warehouse Facility. The Issuer will ptMchase, and DBSI and its Affiliates under the 
Warehouse Facility will sell, Asset-Backed Securities only to toe extent that toe Collateral Manager 
determines that such purchases are consistent with the restrictions contained In the indenture. 

If any such seller were to become toe subject of a case dr proceeding under the United States 
Bankruptcy Code or another ap^^lcabie insolvency law, toe toistee in banknipicy could assert that Asset- 
Backed Securities acquired from such seller are property of such seller's insolvency estate. Property that 
such seller has pledged or assigned, or in which sudi seller has granted a security interest, as collateral 
s^urity tor the payment or performance of an obfigation. would ba property of such seller's estate. 
Roperty that such seller has sold or absolutely assigned and transferred to another party, however, is not 
property of such seller's estate. The Issuer does not expect that toe purchase by the Issuer of Asset- 
Backed Securtties, under the circumstances contemplated by this Offering Circular, will be deemed to be 
a pledge or collateral assignment (as opposed to the safe or other absolute transfer of such Asset-Backed 
Securities to the Issuer). 

Refation to Prior Investment Results . The prior Investment results of the Collateral Manager and 
the persons associated with the Collateral Manager (x any other entity or person described herein are not 
indicative of the Issuer's future investment results. The nature of. and risks associated with, toe issuer's 
future investments may differ substantially from those investments and strategies undariaken historically 
by such persons and entities. There can be no assurance that the Issuer's investments will perform as 
well as the past investments of any such persons or entities. 

ProiecHons. Forecasts and Estimates . Any projections, forecasts and estimates contained herein 
are forward looking statements and are based upon obtain assumptions that the Collateral Manager 
considers reasonable. Projections are necessarily speculative in nature, and it can be exp^ed that 
some or all of the assumptions underlying toe projections vwH not materialtee or will vary signtficanify from 
actoal results. Accoidingly, the projections are only an estimate. Actual results may vary from toe 
projections, and toe variations may be material. 

Some important fadors that could cause actual results to differ materialty from those in any 
fcxwarri looking statements include changes In Interest rates, market, financial or legal uncalaititles, . 
differences in toe actual allocation of the Underiying Assets among asset categoric, mismatches 
between toe timing of accrual and receipt of Interest Proceeds and Principal Proceeds ftrom the 
Underiying /^ets, defaults under Underlying Assets and the effectiveness of any Interest Rate S^p 
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Agreement, among others. Consequently, the Inclusion of projections herein should not be regarded as a 
representation by the Issuer, the Co>lssuer, the Collateral Manager, the Trustee, the Initial Purohaser cff 
its affifiates or any other person or entity of the results that svili actualty be achieved by the Issuer. None 
of tfie issu^, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser, its affiliates or any 
other p»aon has any obligation to update or otherwise resnse any projections, including any revisions to 
reflect changes In economic conditions or other circumstances arising after the date hereof or to reflect 
the occurrence of unanticipated events, even if the undertyir^ assumptions do not come to fruition. 
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DESCRIPTION OF THE NOTES 

The Notes will be issued pursuant to the Indenture. The following summary describes certein 
provisions of the Notes and the indenture. This summary does not purport to be ccwnplete and is subject 
to, and qualified in its entb’ety by reference to, the provisions of die Indenture. Copies of the indenture 
may be obtained by prospective investors upon request to the Trustee at 1761 East St. Andrew Place, 
Santa Ana, California 92705, or to RSM Robson Rhodes LLP (ttie “Irish Paying Agent’), at RSM House, 
Herbert S^t. Dublin 2, Ireland. 

Status and Security 

The Notes will be limit^-fecourse debt obligations of the issuers. The t%tati\^ order of seniority 
of payment of each Class of Notes is as follows: first, Class A-la Notes, second. Class A*1b Notes, di/rd. 
Class A-2 Notes, fourth, Class B Notes, fifth. Class C N^es, s/xth, Class D Notes and seventh, Class E 
Notes, with (a) each Class of Notes {other than the Class E Notes) in such list being ’Senior* to each 
other Class of Notes diat follows such Class of Notes In such list and (b) each Class of Notes (other Uian 
the Class A-1a Notes) in such list being ’Subordinate* to each other Class of Notes that (recedes such 
Class of Notes In such list. No payment of interest on any Class of Notes will be made until all accrued 
and unpaid int^est on the Notes of each Class ttiat is Senior to such Class and that remains outstanding 
has been paid in full in accordance with the Priority of Payments. Certain Principal Proceeds, to the 
extent available, will be applied on ea^ Distribution Date in accottlance with the Priority of Payments to 
pay principal of each Class of Notes. 

Under ttie terms of the Indenture, the Issuer will grant to the Trustee for the benefit of the 
Secured Parties a first ^rtty security interest In the Collateral described herein to secure the Issuer's 
obligaQorts under the Indenture, the Notes, any Interest Rate Swap Agreement, the Synthetic Security 
Agreement, the Investment Agreement and the Management ^reement. 

Payments of principal of and interest on the Notes will be made solely from the proceeds of the 
Collateral, in accordance witfi the priorities described under "—Priority of Payments’ herein. If the 
amounts received in respect of the Collateral (net of c^in expenses) are insufficient to make payments 
on the Notes, no other assets will be available for payment of the deficiency and, following liquidation of 
ail the Collateral, the obligations of the Issuers to pay any such deficiency will be extinguished. 

Interest 

The Class A-la Notes will bear Interest at a floating rate per annum equal to LIBOR plus 0.21%. 

The Class A-lb Notes will bear interest at a floating rate per annum equal to LIBOR pA/s 0.35%. 

The Class A-2 Ncrtes vnli bear interest at a floating rate per annum equal to LIBOR plus 0.47%. 

The Class B Notes v^ll bear Interest at a floating rate per annum equal to LIBOR plus 0.68%. 

The Class C Notes will bear Interest at a floating rate per annum equal to LIBOR plus 2.25%. 

The Class D Notes wilt bear interest at a floating rate per annum equal to LIBOR plus 4.75%. 

The Class E Notes wit! bear interest at a ftoatir^ rate per annum equal to LiBOR plus 6.25%. 

Interest on the Notes will be computed on the basis of a 360K}ay year and the actual number of 
days elapsed. Interest will accxue on the aggregate outstanding principal amount of each Class of Not^ 
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(determined as of the first day of each interest Period and after giving effect to any redempfion or other 
parent of ^ncipal occurring on such day) from the Ciostng Date, interest accruing for any Interest 
Perk^ will accrue for fite period ffom and including the first day of such Interest Period to and including 
the last day of sudt interest Period. 

Accrued and unpaid inteiest virill be payable in U.S. Dollars quarterty in arrears on the 12th day of 
each March, June, September and December commena'ng on June 12, 2007 (each such date, together 
with fire Acceierated Maturity Date, a "Distribution Data*); provided that (i) the final scheduled 
Disbibution Date shall be. with r^pect to each Class of Notes, the December 2045 Distribution Date, and 
(ii) if any such date is not a Business Day, the relevant Distribution Date will be the ne^d succeeding 
Business Day. 

In the ei^nt that any Distribution Date falls on a date that is not a Business Day, then payment 
will be made on die next succeeding Business Day with the same force and effect as if made on the 
nominal Distribution Date, and any interest accrued for die p«iod from or after such nominal date to the 
next succeeding Business Day shall not be payable on such Business Day but shai! be payable on the 
next following Distribution Date. 

As long as the Class A Notes, the Class B Notes, the Class C Notes or the Class D Notes are 
outstanding, If either Coverage Test applicable to such Class of Notes is not satisfied on any 
Det^rrunation Date, then interest Proceeds that would otherwise be used to make payments in respect of 
interest on any Class of Notes Subordinate to such Class will be used instead to redeem, first, each Class 
(if any) of Not^ Senior to such Class of Notes (sequentially In direct order of seniority) and, second, such 
Cia^ of Notes, until each applicable Coverage Test is satisfied (or until each such Class of Notes is paid 
in full). Sea * — Priority of Payments.* 

Any interest on the Class C Notes, the Class D Notes and the Class E Notes that is not paid to 
such Class when due will be deferred (such interest beir^ referred to herein as ‘Deferred Interest"; 
Deferred Interest in the case of the Class C Notes being referred to herein as "Class C Deferred 
Interest*, Deferred Interest in the case of the Class D Notes being referred to herein as "Class D 
Deferred interest" and Deferred Interest In the case of the Class E Notes being referred to herein as 
"Class E Deferred Interest"); provided that no accrued Interest on a Class of Notes shall become 
Deferred Interest unless a more Senior Class of Notes is then outstanding, interest win accrue on the 
aggregate outstanding deferred amount at the rates of interest applicable to that Class of Notes. Upon 
the payment of Deferred interest, the aggregate outstanding deferred amount with respect to the related 
Class of Notes will be reduced by the amount of such payment. So long as any more Senior Class of 
Notes remains outstanding, failure to make payment In respect of interest on the Class C Notes, the 
Class D Notes or the Class E Notes on any Distribution Date by reason of Priority of Payments will not 
constitute an Event of Default under the indenture. 

interest wil cease to ac^ue on each Note or, in the case of a partial repayment, on such part, 
ffom the date of repayment or Stated Maturity unless payment of principal is improperly withheld or unte^ 
default is otherwise made with respect to such payments. To the extent lawful and enforceable, interest 
on any Defaults Interest on any Note will accrue at the irkerest rale applicable to suc^ Note until paid. 
"Oefoulted interest” means any interest due and payable In respect of any Class A Note or any Class B 
Note or, if no Class A Notes or Class B Notes are outstanding, any Class C Note (otiier than Class C 
Defemed interest). If no Class C Notes are outstanding, any Class 0 Notes (other than Class D Deferred 
Interest) or, if no Class D Notes are outstanding, any Class E Note (other than Class E Deferred Interest) 
that is not punctually paid or duly provided for on the applicable Distribution Date or a! Slated Maturity. 
Defaulted Interest mil not include Deferred interest. 
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'Interest Period' means (a) with respect to the June 2{K)7 Distribution Date (the 'First 
Distribution Date*) the period from, and including, the Closing Date to and excluding the First 
Distribution Date, and (b) with respect to each Disbibution Date thereafter, the period from, and including, 
the Immediately preceding Distribution Date and ending on. but excluding, such Distribution Date. 

Calculation of UBOR . Wift respect to each Interest Period, LIBOR for purposes of calculating 
the interest rate for the Notes for such interest Period will be determined by the Trustee, as calculation 
agent (the 'Calculation Agent”) in acccxdance with the following provisions; 

(a) LIBOR for any Interest Period shall equal the offered rate, as determined by the 
Calculation Agent, for Dollar deposits of the Designated Maturity which appears on 
Reuters Page 'LIBOR01* (or such other page as may replace such Reuters Page 
'LiBOROI'for the purpose of displaying comparable rates), as reported by Bloomberg 
Financial Markets Commodities News, as of 11:00 a.m. (London time) on the applicable 
LIBOR Determination Date. 'UBOR Determination Date* means, with respect to any 
Interest Period, the second London Banking Day prior to the first day of such Interest 
Period. 

(b) If, on any LIBOR Determination Date, such rate does not appear on Reuters Page 
'LIBOROI* (or such other page as may replace such Reuters Page 'LIBOR01* fw the 
purpose of displaying comparable rates), as reported by Bloomberg Financial Markets 
Commodities News, tiie Calculation Agent shall determine the arithmetic mean of Die 
o^ered quotations of the Reference Banks to prime banks In the London interbank 
market for Dollar deposits of three months (except that in the case where such interest 
Period shall commence on a day that is not a LIBOR Business Day. for a term of three 
montiis commencing on the next following LIBOR Business Day), by reference to 
requests for quotations as of approximately 11:00 a.m. (London time) on such LIBOR 
Determination Date made by the Calcuiation Agent to the Reference Banks. If, on any 
LIBOR Determination Date, at least two of the Reference Banks provide such quotations. 
LIBOR shall equal such arittimetic mean. If. on any LIBOR Determination Date, fewer 
than two Reference Banks provide such quotations, LIBOR shall be deemed to be the 
arithmetic mean of the offered quotations that leading banks in New York Ctt/ selected by 
the Cateulatlon Agent are quoting on the relevant UBOR Determination Date for Dollar 
deposits for the term of such Interest Period (except that In the case where such Interest 
Period shall commence on a day that is not a LIBOR Business Day, for a term of three 
months commencing on the next following UBOR Business Day), to the principal London 
oftices of leading banks in the London interbank market. 

(c) In respect of any interest Period havring a designated maturity other than three months. 
LIBOR shail be determined through the use of straight-line interpolation by reference to 
two rates calculated in accordance with clauses (a) and (b) above, one of which shall be 
determined as If the maturity of the Dollar deposits referred to therein were the period of 
time for which rates are available next shorter than the Interest Period and the other of 
v^ich shall be determined as if the maturity were the period of time for which rates are 
available next longer than the Interest Period; prowrfed that, if an Interest Period is less 
than or equal to seven days, then LtBOR shall be determined by reference to a rate 
calculated in accordance with clauses (a) and (b) above as if the maturity of the Dollar 
deposits referred to therein were a period of time equal to seven days. 

(d) If the Calcuiation Agent is required but is unable to determine a rate in acccH’dance with 
either procedure described in clauses (a) and (b) above, UBOR vrith respect to such 
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inte^^t Period shall be the arithmebc mean of the offered quotations of the Refer^ce 
Dealers as of 10:CK} a.m. (New York time) on the first day of suc^ Interest Period for 
negotiable U.S. Dollar certificates of deposit of major U.S. money market banks haying a 
remaining maUirity closest to the Designated Maturity. 

(e) If the Calculation Agent is required but is unable to determine a rate in atxordance with 
any of ttie procedures described in clause (a), (b) or (d) above, LIBOR with respect to 
such intei^t Period wii be calculated on the last day of such Interest Period and shall be 
the arithmetic mean of the Base Rate for ear^ day during ^ch Interest Period. 

For purposes of clauses (a), (c), (d) and (e) above, alt percentages resulting from such 
calculabons shall be rounded, if necessary, to the nearest one hundred-thousand^ of a p^entage point. 

the purposes of clause (b) above, aH percentages resulting from such calculations shall be rounded, if 
necessary, to the nearest one thirty-second of a percentage pcMnt. 

As used in the calculation of LIBOR above and etsev4iere in this Offering Circular; 

"Base Rate* means a fluctuating rate of interest determined by the Calculation Agent as being 
the rate of interest most recently announced by the Base Rate Reference Bank at its New York offtce as 
its base rate, prims rate, reference rate or simitar rate for Dollar loans. Changes in the Base Rate will 
take effect simuitanecMjisly with each change in the underlying rate. 

"Bass Rate Reference Bank" means Deutsche Bank Trust Company Americas, or If such bank 
ceases to e)dst or Is not quoting a base rate, prime rate reference rate or similar rate for Dollar loans, 
such other major mcmey center commercial bank In New York C'Ay, as selected by the Calculation Agent 
after consultation with the Collateral Manager. 

"Designated Maturity" means, with respect to any Class of Notes for each Interest Period, three 
months; provided that, with respect to the First Distribution Date, the Designated Maturity shall be 89 
days. 


"LIBOR Business Day" means a day on which comm^oial banks and foreign exchange markets 
settle payments in Dollars in New York and London. 

"London Elanking Day” means a day on which commercial banks are open for business 
(including dealings in foreign exchange and foreign currency deposits) in London. 

"Reference Banks" means four major banks in the London interbank market, selected by the 
Calculation Agent after consultation with the Collateral Manager. 

"Reference Dealers' means three major dealers In the secondary market for U.S. Dollar 
certificates of deposit, selected by the Calculation Agent after consultation with the Collateral Manager. 

For so long as any Note remains outstanding, the Issuers will at a(! times maintain an agent 
appointed to calculate LIBOR in respect of each Interest Period. As soon as possible after 11:00 a.m. 
(London time) on each LIBOR Determination Date, but In no event later than 1 1 :00 a.m. (London time) on 
the Business Day immediately following each LIBOR Determination Date, the Calculation Agent will 
calculate the Interest rate for each Class of Notes for the related Interest Period and the amount of 
interest for such interest Period payable In resp^pf each U.S.$t,000 in principal amount of eac^ Class 
of Notes (in each case rounded to the nearesl cent,'with half a cerit being rounded upward) on the related 
Disbibution Date and wilt communicate such rates and amounts and the related Distribution Date to the 
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Issuers, the Trustee, each Pa^ng ^ent, Euroclear, Clearstream. DTC and (for so long as any Class of 
Notes is listed on die Irish Stock Exchange) the liish Stock Exchange. 

The Calculation Agent may be remoi^ by the Issuers at any time. If the Calculation Agent is 
unable or unwilling to act as such or is removed by the issuers, the l^uers mli promptly appoint as a 
replacement Calculation Agent a leading bank that Is engaged in transactions in Dollar deposits in the 
international Eurodollar market and which does not control and Is not controlled by or under common 
control witti either of die Issuers or any affiliate thereof. The Calculation Agent may not resign its duties 
without a successor having been duly appointed. The determination of the interest rate for each Class of 
Notes f(X each Interest Pertod by the Calculation Agent ^tt (in the absence of manifest error) be final 
and binding upon all parties. 

Principal 

The Stated Maturity of each Class of Notes is the December 2045 Distribution Date. Each Class 
of Notes will mature at the Stated Maturity unless redeemed or repaid prior to the Stated Maturity. 
However, the Notes may be paid in full prior to their Stated Maturity. With respect to each Class of Notes, 
the earlier of the Stated Maturity and the Distribution Date on which the aggregate principal amount of 
such Class of Notes Is paid in full, including a Redemption Date or an Accelerated Maturity Date, is 
referred to herein as the "Final Maturity Data*. See "Risk Factors— Average Life of the Notes and 
Prepayment Considerations" and "Maturity and Prepayment Considerations." Any payment of principal 
vMth respect to any Class of Notes (including any payment principal made in connection with the Final 
Maturity Date) will be made by the Trustee on a pro rafa basis on each Oistributbn Data among the Notes 
erf such Class acccHXting to the respective unpaid principal amounts thereof outstanding immediately prior 
to such payment. 

Principal Proceeds will be applied on each Distribution Date in accordance with the Priority of 
Payments to pay principal of each Class of Notes. No payment of principal of any Class of Notes will be 
made unbi all prindpai of. end all accrued interest due and payable on. the Notes of each Class that is 
Senior to such Class have been paid in full. 

However: 

(a) on each Distribution Date occurring on (x* before the last day of the Priority Distribution 
Period, Interest Proceeds wilt be apfrfied, in an amount available for such purpose, if any. 
cm the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to 
the Class 0 Priority Redemption Amount for such Distribution Date as set forth in 
Schedule F to this Offering Circular until 10.00% of the aggregate principal amount of the 
Class D Notes as of the Closing Date is redeemed; and on any Distribution Date 
occurring after March 2010, 15.00% of the Interest Proceeds that would otherwise be 
paid to the Preference Share Paying Agent for distribution to the holders of the 
Preference Shares will be applied to pay principal of the Class D Notes until the Class D 
Notes are paid In full; 

(b) if no Optional Redemption. Auction Call Redemption, Clean-Up Call Redemption or Tax 
Redemption has been successfully com^rfeted before the Accelerated Amortization Date, 
on any Distribution Date occurring on or alter the Accelerated Amortization Date, interest 
Proceeds that would otherwise ba paid to the f^eference Share Paying Agent for 
distribution to tiie Preference Shareholders will be applied to pay, first, the principal of tiie 
Class E Notes, second, the principal of the Class 0 Notes, third, the principal of the Class 
C Notes, fourth, the priru^pal of the Class B Notes, fifth, the principal of the Class A-2 
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Notes, sixth, the principal of the Class A*1b Notes and seven&i, {Kincipai of the Class 
A-1a Notes. In each case until such Class has been p>3id in full; and 

(c) if Uie Class E D)v«^ion Test Is not satisfied on a Determination Date, Interest Pnxeeds 
will be applied on the Immediately succeeding Distribution Date to pay principal of the 
Class E Notes in sufficient amounts to satisfy the Class E Diversion Test. 
’DesCTiption of the Notes — Priority of Pa^nwts." 

Parents 

Payment in respect of pr^cipal of and interest on any Note will be made to the person In whose 
name such Note is registered ffiteen days prior to the applicable Distribution Date (the 'Reconi Date”). 
Paymente on each Note will be payable by wire b-ansfer in immediately available funds to a Dollar- 
denominated account maintained by the holder thereof in accordance with lAire transfer instruc^ns 
received by any paying agent appointed under the Indenture (each, a 'Paying Agent”) on before the 
Record Date or, if no wire transfer ir^structions are received by a Paying Agent in respect of such Note, by 
a Dollar-denominated check drawn on a bank In the United States mailed to the address of the holder of 
such Note as it appears on the Note Register at toe ctose of business on toe Record Date for such 
pa^nnent. Final payments In respect of principal of the Notes will be made against surrender of such 
Notes at the office of the Paying Agent. 

If any payment on toe Notes Is due on a day that is not a Business Day, then payment will be 
made on toe next succeeding Business Day with the same force and effect as if made on toe date for 
parent. 'Bu^ness Day” means any day other than Saturday, Sunday or a day on which banking 
institutions are authorized or obligated by law, regulation or executive order to close in New York City, 
London or the city of toe designated corporate trust office of toe Tnistee or, in the case of the final 
payment of principal of a Note or distribution of Excess Principal Proceeds with respect to a Preference 
Share, in the place of presentation of such Note or Preference Share. To toe extent action is required of 
the Issuer that has not been delegated to the Trustee, toe Collateral Manager or any agent of the Issuer 
located outside of the Cayman Islands, toe Cayman Islands shall be considered in determining 'Business 
Day* for purposes of determining when such Issuer action is required. To toe extent action is required of 
the Irish Paying Agent. Ireland shall bo considered in determining 'Business Day” for purposes of 
determining when such Irish Paying Agent action is required. 

For so long as the Notes are listed on toe Irish Stock Exchange and the rules of such exchange 
shall so require, the Issuers will maintain a listing agent and a Paying Agent with an office in Ireland. 

Except as otherwise required by applicable law, any money deposited toe Trustee or any 
Paying Agent In trust for the payment of principal of or interest on any Note and remaining unclaimed for 
tw) years after such principal ex interest has become due and payable shall be paid to the Issuer upon 
request by toe Issuer therefor, and the holder of such Note shall thereafter, as an unsecured general 
wedttor, look to toe Issuers for payment of such amourts arid all liability of the Trustee or such Paying 
Agent with respect to such trust money shall thereupon cease. The Toistee or the Paying Agent, before 
being required to make any such release of payment may, tHit shall not be required to, adopt and employ, 
at toe expense of the Issuers, any reasonable means of notification of such release of payment, including 
mailing notice of such release to holders whose Notes have been called but have not been surrendered 
for redemption or whose right to or interest in monies due and payable but not claimed is determinabie 
from the records of any Paying AgenL at the last address of record of each such holder. 
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Priority of Payments 

WiUi respect to any DistribuQon Date, collections ret^lvect on the Coilat^al dur^ each Due 
Period will be divided into Interest Proceeds and Principal Proceeds and applied k) the priority set forth 
below under ‘—Interest Proceeds* and " — Principal Proceeds* respectively (collecOv^y, the ’Priority of 
Payments"). 'Due Period* mear^, with respect to any Distribution Date, the period commencing 
immediately foliovwng the fifth Business Day prior to the preceding Distribution Date (or on Uie Closing 
Date, in the case of the Due Period relating to the First Distribution Date) and ending on the frflh Bu^ness 
Day prior to such Distribution Date (or, In the case of the Due Period that is applicable to the Distribution 
Date reialing to the Stated Maturity of the Notes, such Due Period shall end on the day preceding the 
Stated Maturity). 

Interest Proceeds . On each CMslribulton Dale, Interest Proceeds with respect to the related Due 
Period will be distributed In the order of priority set forth below. 

(1 ) to the payment of taxes, government fees and registered office fees owed by the issuers, 
if any, 

(2) up to a maximum amount on any Olstributicm Date equal to the Fee Cap Amount plus an 
amount up to U.S.$ 250,000 per annum, (a) rtrst, in the follovnng order of priority, to the 
payment to toe Trustee, the Preference Share Paying Agent, toe Collateral Administrator 
and toe Administrator of accrued and unpaid fees owing to them under the Indenture; (b) 
second, to the payment of other accrued and unpaid adminisirative expenses (including 
indemnities) Incumed by or on behalf of toe Issuers (including any administrative 
expenses payable to toe Collateral Manager, but excluding toe Management Fee and the 
Auction Agent Fee. if applicable), provided that administrative expenses payable to 
Deutsche Bank Trust Company Americas (In all of Its capacities) shall be paid prior to 
administrative expenses payable to any other party under this clause (2), administrative 
expens€^s payable to toe Administrator shall be paid prior to administrative expenses 
payable to any party other than Deutsche Bank Trust Company Americas under this 
clause (2). and that administrative expenses payable to parties other than the Trustee 
and Administrator shall be paid pro rata-, and (c) third, prior to the date on which amounts 
on deposit in the Expense Account are transferred to the Payment Account (in 
connection with the sale or disposition of substantially all of the issuer's assets) for 
application as Interest Proceeds, for deposit in the Expense Account an amount equal to 
toe lesser of (x) an amount sufficient to cause the balance of alt Eligible investments and 
cash in the Expense Account, Immediatety after such deposit, to equal U.S.S 250,000, 
and (y) the amount by which the Fee Cap Amount exceeds toe sums paid under clauses 
(a) and (b); 

(3) to the payment, pro rata, of any amount scheduled to be paid (i) to toe relevant Interest 
Rata Swap Counterparty pursuant to any Interest Rate Swap Agreement, together wito 
any termination payments (and any accrued interest thereon) payable by toe Issuer 
pursuant to any such inter^t Rate Swap Agreement other than amounts payable by 
reason of an event of default or termination event as to which an Interest Rate Swap 
Counterparty under an Interest Rate Swap Agreement is toe 'defaulting party* or sole 
■affected party*, (ii) to the relevant Synthetic Security Counterparty pursuant to any 
Synthetic Security or Offset Transaction, together with any termination payments (and 
any accrued interest thereon) payable by the Issuer pursuant to any such Synthetic 
Security or Offset Transaction otoer than amounts payable by reason of an event of 
default' or termination event as to which toe Synthetic Security Counterparty under toe 
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Synthetic Security or Offset Transaction is the 'defaulting party” or sole 'affected party” 
and (iii) to ffie Offsetting Transaction Counterparty pursuant to any Of^etting 
TransacA'ons together with termination parents {and any accrued interest thereon) 
payable by Vt\e Issuer pursuant to any sut^ Offsetting Transaction other than amount 
payable by reason of an event of default or termination event as to which an Offsetting 
Trarreaction Counterparty Is ttte 'defaulting party" or the sole 'affected party;' 

{4) to ttie parent to the Collateral Manager of the accrued and unpaid Management Fee; 

(5) first to the payment of accrued and unpaid interest on the Class A-ia Notes (including 
Defaulted Interest and any Interest thereon), second to the payment of accruKi and 
unpaid interest on the Class A-1b Notes (including Defaulted Interest and any interest 
thereon) and third, to the payment of accrued and unpaid Interest on the Class A-2 Notes 
(including Defaulted Int^ost and any interest thereon); 

(6) to the payment of accrued and unpaid interest on the Class 6 Notes (including Defaulted 
Interest and any Interest thereon); 

(7) If either Class A/B Coverage Test Is not satisfied on the related Determination Date and if 
any Class A Note or Class 6 Note remains outstanding, to the payment of principal of, 
first, the Class A-la Notes, second, the Class A-1b Notes, third, the Class A-2 Notes and 
fourth, the Class B Notes, in each case, to the extent necessary to cause each Class fiJB 
Coverage Test to be satisfied or until such Class of Notes is redeemed in full; 

(6) to the payment of accrued and unpaid ^terest on the Class C Notes (including Defaulted 
Interest and any interest thereon and interest on Class C Defened Interest, if any, but 
excluding any Class C Deferred Interest); 

(9) if either Class C Coverage Test is not satisfied on the related Determination Date and if 
any Class A Note, Class B Note or Class C Note remains outstanding, to the payment of 
principal of. first, the Class A-la Notes, second, the Class A-lb Notes, third, the Class A- 
2 Notes, fourth, the Class B Notes and fifth, the Class C Notes, in each case, to the 
extent necessary to cause each of the Class C Coverage Tests to be satisfied or until 
such Class of Notes is redeemed in full; 

(10) to the payment of Class C Defend Interest, If any; 

(11) to the payment of accrued and unpaid interest on the Class D Notes (including Defaulted 
Interest and any interest thereon and interest on Class D Deferred Interest, if any, but 
excluding any Class 0 Deferred Interest); 

(12) if either Class D Coverage Test Is not satisfied on the retated Determination Date and if 
any Class A Note. Class B Note, Class C Note or Class D Note remains outstanding, to 
the payment of principal of. first, the Class A-la Notes, second, the Class A-1b Notes, 
third, the Class A'2 Notes, fourth, the Class B Notes, fifth, the Class C Notes and sixth, 
the Class D Notes. In each case, to the extent necessary to cause each of the Class D 
Coverage Tests to be satisfied or until such Class of Notes is redeemed in full; 

(13) to the payment of Class D Deferred interest, if any. 


56 


Confidential Treatment Requested 


GEM7-00000503 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00366 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



363 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1115 


(14) to tfie payment of accrued and unpaid interest on the Class E Notes (including Defaulted 
interest and int^est thereon and interest on Class E Deferred interest, if any, but 
exciuding any Class E Deferred interest); 

(1 5) to toe payment of Class E Deferred Interest, If any; 

(16) if the Cia^ E Diversion Test is not satisfied on toe related Determination Date and if any 
Class A Note, Class 6 Note, Class C Note. Class 0 Note or Class E Note remains 
CHitotanding, to the parent of prindpal of the Class E Notes, In each case, to toe extent 
necessary to cause the Class E Diversion Test to be satisfied or until such Class of Notes 
is redeemed in full; 

(17) (I) on any Distobutlon Date occurring on or before the last day of the Priority Disiribution 
Period, to toe payment of principal of the Class 0 Notes In an amount up to toe Class 0 
PrkMity Redemption Amount for such Distribution Date as set forth in Schedule F to this 
Offing Circular until 10.00% of the aggregate principal amount of toe Class D Notes as 
of the Closing Date is redeemed; and (ii) on any Distribution Date occurring after the 
March 2010 Oistobution Date to toe payment of principal of toe Class D Notes until toe 
Class D Notes are paid in full in an amount equal to 15.00% of toe Interest Proceeds that 
would otherwise be paid on such Distribution Date under clause (21) below but for toe 
aii^Hcation of this clause (17); 

(18) to the payment, pro rota, of any termination payments (and any accrued interest to^eon) 
payable by toe Issuer pursuant to any Int^st Rate Swap Agreement, toe Synthetic 
Securities, the Offset Transactions or toe Of^etting Transactions by reason of an event 
of default or termination event as to wttich toe Interest Rate Svtrap Counterparty under 
such Interest Rate Swap Agreement or the Synthetic Security Counterparty under toe 
Synthetic Securities or the Offset Transactions or the Offsetting Transaction Counterparty 
under the Offsetting Transactions is the "defaulting party" or the sole "affected party": 

(19) to toe payment of all other accrued and unpaid administrative expenses of the Issuers 
(including any accrued and unpaid fees and expenses owing to the Trustee, the Note 
Registrar, the Preference Share Paying Agent, the Collaterai Manager (other than the 
Management Fee), the Auction Agent, the Share Registrar and the Administrator under 
the Indenture, the Management Agreement, the Preference Share Paying Agency 
Agreement and the Administration Agreement) not paid In full pursuant to and In the 
order stated in clause (2) above (whether as the result of toe limitations on amounts set 
forth therein or otherwise); 

(20) if no Optional Redemption. Auction CsH Redemption, Clean-Up Cali Red^ption or Tax 
R^empticm has been successfully completed before toe Accelerated Amortization Date, 
on any Distribution Date occurring on or affer toe Accelerated Amortization Date, ffrsf, to 
the payment of principal of toe Class E Notes until the Class E Notes have been paid in 
fuii, second to the payment of principal of the Class D Notes until the Class D Notes have 
been paid in full, third, to the payment of principal of toe Class C Notes until the Class C 
Notes have been paid In full, fyufth, to the payment of principal of the Class B Notes until 
toe Class 8 Notes have been paid in full, fifth, to toe payment of principal of toe Class A-2 

. - ■ Notes until the Class A'2 Notes have been paid in full, s/xto, to the payment of principal 
of the Class A-lb Notes until the Class A-lb Notes have been paid in ffjlt and seventh, to 
the payment of principal of toe Class A-la Notes until the Class A-1a Notes have been 
paid in hili; and 
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(21) the remainder {“Excess interest*), to be released from the Hen of the Indenture and paid 
(upon standing oixter of the issuer) to the Preference Share Paying /^ent for deposit into 
Uie Preference Share Payment Account for payment to the holders of the Preference 
Shares as a distribution by way of dividend thereon. 

Prindoal Proceeds . On each Distilbution Date, Principal Proceeds respect to the reHated 
Due Period be distributed in die order of priority set forth beicnv. 

(1) to the payment of the amounts refemed to in clauses (1) through (6) under ” — Int^est 
Proceeds' in the same order of phcxity specided therein, but only to die extent not paid In 
hill thereunder; 

(2) so long as each of the Overcollateralization Tests is in compliance (after application of 
payments under all clauses under " — Interest Proceeds" and clause (1) above) and 
remains in compliance (after giving effect to the payments in this clause (2)), to the 
payment of accrued and unpaid interest on the Class C Notes, but only to the extent not 
paid in ftrli in clause (8) under ' — Interest Proceeds*; 

(3) so long as each of the Overcollateralization Tests Is in compliance (after application of 
payments under ail clauses under *— • Interest Proceeds' and clauses (1) and (2) above) 
and remains in compliance (after giving effect to die payments in this clause (3)), to the 
parent of accrued and unpaid interest on die Class D Notes, but only to the extent not 
paid in full in clause (1 1 ) under Interest Proceeds*; 

(4) during the Reinvestment Period, Princ^l Proceeds from the Disposition of, or principal 
payments on, Underlying Assets that are investment Grade may at the Coliaterat 
Manager's sole discretion (exercised on behalf of the Issuer) be deposited Into (x) die 
Collection Account for investment on a later date in additional Underlying Assets that are 
Investment Grade, or (y) the Synthetic Collateral Account to be Invested in Eligible 
Investments, in each case, in accordance vrith the Eligibility Criteria and the Coiiateral 
Quality Tests as more fully described herein and only If all Coverage Tests are satisfied 
and will be satisfied following such invesdnenl and the level of each Coverage Test will 
be at least equal to its level prior to such investment; 

(5) first, to the payment of principal of the Class A-la Notes until the Class A-la Notes have 
been paid in full and second, to the payment of principal of the Class A-lb Notes until die 
Class A-lb Notes have been paid In full; 

(6) to die payment of principal of the Class A'2 Notes until the Class A-2 Notes have been 
paid In full; 

(7) to the payment of principal of the Class B Notes, until the Class B Notes have been paid 
in full; 

(8) to the payment of amounts referred to in clausa (8) and then clause (10) under * — 
interest Proceeds,” but only to the extent not paid in full thereunder or under clause (2) 
above; 

(9) - to the payment of prindpal of the Class C Notes until the Class C Notes have been paid 

In full; 
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(10) to the payment of amounts referred to In clauses (11) and (13) under ' — interest 
Prixeeds," but only to the extent not paid In toll thereunder or under clause (3) aboN^; 

(11) to the payment of principal of tfie Class D Motes until the Class D Notes have been paid 
In full: 

(12) to the payment of amounts referred to In clauses (14) and (15) under ’ — Interest 
Proceeds,” but only to the extent not paid in full thereunder: 

(13) to toe payment of principal of toe Class E Notes until toe Class E Notes have be^ paid 
In full; 

(14) to toe parent of amounts referred to in clauses (18) and (19) under ’—Interest 
Proceeds* in toe same order of priority, but only to toe extent not paid in full thereunder; 
and 

(15) with respect to the remainder ("Excess Principal Proceeds’), to be released from the 
lien of toe Indenture and paid (upon standing order ofthe issu^) to the Preference Share 
Paying Agent for deposit into toe Preference Share Payment Account for payment to toe 
Preference Shareholders as a dividend on toe Preference Shares or (on any date upon 
which toe Preference Shares are redeemed) as payment by way of redemption of toe 
Preference Shares as provided in the Issuer Charter. 

Notwitostanding any of toe foregoing provisions, on the Final Matority Date, the Interest 
Proceeds, toe Principal Proceeds and any funds in the Expense Account will be distributed in the 
following order of priority: (I) to make payments of toe amounts referred to in clauses (1) through (4) 
under ’—Interest Proceeds' In toe same order of priority specified therein; (ti) to make payments on the 
Notes in the following order; first, to the payment of the accrued and unpaid interest (including any 
Defaulted Interest and any interest thereon) on toe Class A*1a Notes, toen to the payment of the accrued 
and unpaid interest (including any Defaulted interest and any interest thereon) on the Class A‘1b Notes 
and toen to toe payment of toe accrued and unpaid Interest (Including any Defaulted interest and any 
int^st thereon) on toe Class A-2 Notes, second, to toe payment of the aggregate principal amount of the 
Class A*1 b Notes, then to the payment of the aggregate principal amount of the Class A-lb Notes and 
toen to toe payment of the aggregate principal amount of toe Class A'2 Notes, third, to the payment of the 
accrued and unpaid Interest (Including Defaulted Interest and any Interest thereon) on the Class B Notes 
and toen to the pa)mient of the aggregate principal amount of toe Class B Notes, fourth, to toe payment of 
the accrual and unpaid interest (including any Class C Deferred Interest and any Interest thereon, and 
any Defaulted Interest and any interest thereon) on the Class C Notes and then to toe payment of the 
aggregate principal amount of the Class C Notes, fifth, to the payment of toe accrued and unpaid Interest 
(including any Class D Deferred Interest and any interest thereon, and any Defaulted interest and any 
interest thereon) on toe Class D Notes and then to toe payment of toe aggregate principal amount of the 
Class D Notes, and sixth, to the payment of toe accrued and unpaid interest (including any Class E 
Oefenred interest and any interest toereon, and any Defaulted Interest and any interest thereon) on toe 
Class E Notes and then to toe payment of toe aggregate pclnclpal amount of the Class E Notes, until 
each class is paid in full; (iii) to make payments of toe amounts referred to in clauses (18) and (19) under 
"—Interest Proceeds’ in the same order of priority specified therein and (Iv) toe remainder to make 
dividend or redemption payments, as applicable, to the Preference Shareholders. 

In the event that Excess Interest or Excess Principal Proceeds cannot be distributed to toe 
Preference Shareholders due to restrictions on such disblbultons under the laws of toe Ca^an Islands, 
the Issuer will notify the Pref^ence Share Paying Agent and all such amounto will be held in toe 
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Preference Share Payment Account unti! the First Distribution Date or (in the case of any payment 
otherwtee due on a redemption date of the Preference Shares) the first Business Day on lA^iich the issuer 
notifies the Preference Share Pa^ng Agent that such distribution can be made to the fheference 
Shareholder (subject to the availability of suc^ amounts under Cayman Islands taw to pay any iiablitty of 
the issuer not limited in recourse to the Coilateral). 

Except as otherwise expressly provided in the PrkKity of Payments, if, on any Disbibution Date, 
the amount available In the Payment Account from amounts received In the related Due Period is 
insufficient to make the full amount of the disbursements required by any paragraph in this section to 
different Persons, the Trustee wilt make the disbursements called for by such paragraph ratably in 
accordance with the respecdve amounts of such disbursements then due and payable to the extent hrnds 
are available therefor. 

On or prior to the latest Stated Maturity of the Notes, a redemption of the Preference Shares, a 
Mandatory Redemption, a Tax Redemptlco, a Clean-Up Call Redemption or an Auction Call Redemption, 
the Issuer (or the Collateral Manager acting pursuant to die Management Agreement on behalf of the 
issuer) will Dispose of all of the Underlying Assets and ail Eligible Investments and sell or liquidate all 
other Collateral; and, after the payment (in the order of iriorities set forth above) of all (a) fees, (b) 
expenses (including any amount owing by the Issuer under any Interest Rate Swap Agreement), (c) 
interest (including any Defaulted Interest and Interest on Defaulted Interest and any Deferred Interest and 
interest on Deferred Interest) on and principal of the Notes and (d) Excess Interest in respect of the 
Preference Shares, ail remaining proceeds from such sates and liquidatjons and all available cash will be 
paid to the Preference Share Paying Agent for deposit into the Preference Share Payment Account for 
(subject to the restricdons on distributions under the laws of the Cayman Islands) payment to the 
Preference Shareholders as a distribution by way of redemption, whereupon all. of the Notes and 
Preference Shares will be cancelled. The issuer will be entitled to retain for its own account the 250 
shares of common stock it holds in Uie Co-issuer, the US$250 representing its share capital and 
U.S.S250 representing a profit fee to the Issuer, together with any interest accrued thereon. 

"Accelerated Amortization Date" means, If no Optional Redemption, Auction Call Redemption, 
Clean-Up Cali Redemption or Tax Redemption has been successfully completed before the June 2015 
Distribution Date, such date. 

"Aggregate Prfncipai/Notional Balance" means, (i) when used with respect to one or more 
Underlying Assets, the sum of the Principai^otional Balances of such Underlying Assets on the date of 
determination, and (ii) with respect to Eligible Investments, the aggregate Balance of such Eligible 
investments. 

"Applicable Recovery Rate" means, respect to any Underlying Asset (which shall mean 
with respect to a Synthetic Security, the related Reference Obligation) on any Measurement Date, an 
amount equal to the lower of (a) the percentage for su^ Underlying Asset set forth In the Moody's 
Recovery Rate Matrix attached as Schedule E hereto in (i) the applicable table therein, (il) the row in 
such table c^po^e the applicable percentage of die underling capital s^cture and (Hi) the column in 
sudi table below the Moody's Rating of such Underiytng Asset as of the date of issuance of such 
Underlying Asset, or (b) the percentage for such Underlying Asset set forth in the Standard & Poor's 
Recovery Matrix attached as Schedule D hereto in (i) file applicable table, (ii) the row In such table 
opposite the Standard & Poor's Rating of such Underlying Asset as of the date of issuance of such 
Underlying Asset and (iii)(x) for purposes of determining (he Standard & Poor's Recov^ Rate, the 
cdumn. in such table below the cunent rating of the respective Class of Notes or (y) for ixjrposes of 
determining the Calculation Amount, the column in such table below the current rating of the most senior 
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Class Of Notes outstanding; provided however, dial the Appitcabie Recovery Rate with respect to ABX 
Tranche Securities shall be as assigned by the Rating Agonies. 

’Bankruptcy Event* means with mspect to any witlty: (a) an involuntary proceeding shall be 
commenced or an involuntary petition shall be filed seeking fi) winding up, liquidation, reorganization or 
other relief in respect of such entity or its debts, or of a substantial part of its assets, under any 
bankruptcy, insolvency, receivership or similar law now or hereafter In effect or (il) the appointment of a 
receiver, trustee, oistodlan, sequestra^, conservator or simitar ofTtctal for such entity or for a substantial 
part of its assets, and. in any such case, such proceeding or petition shall continue undismissed for 60 
days; or an order or decree approving or ordering any of the foregoing shall be entered; or (b) such entity 
shall (i) N^luntarily commence any proceeding or file any petition seeking wirtoing up, liquidation, 
reorganization or other relief under any bankruptcy, insolvency, receivership or similar law now or 
hereafter in effect, (ii) consent to (he institution of, or fail to contest in a timely and appropriate manner, 
any proceeding or petition described in clause (a) of tills definition, (iii) apply for or ccmsent to the 
appointment of a receiver, tiustee, custodian, sequestrator, conservator or similar official for suctii entity or 
for a substantial part of ite assets, (iv) file an answer admitting the material allegations of a petition filed 
against It in any such proceeding, or (v) make a general assignment for the benefit of creditors or (vi) take 
any action for the purpose of effecting any of the foregoing. 

'Calculation Amount" means, with respect to any Defaulted Asset, at any time, the lesser of (i) 
the fair market >relue of such Defaulted Asset as determined by the Collateral Manager and (it) tiie 
amount obtoined by muftipiying the Applicable Recovery Rate by the Principat/Notional Balance of such 
Defaulted Asset; provided, however, that (1) with respect to a Deferred Interest PIK Bond, the related 
Principat/Notional Balance of such bond shall not indude the aggregate amount of any unpaid and 
defied interest thereon and (II) with respect to any Defaulted Asset that has been a Defaulted Asset for 
three or more years, the Calculation Amount shall be zero. 

'Cap / Corrtdor Security* means any Floating Rate Security with respect to which either (i) the 
interest rate applicable in respect of such seoirity Is limited to a specified capped level or (ii) the interest 
rate applicable in respect of such security Is limited to a level wRhin specified maximum and minimum 
levels. 

'Convertible Bond” means a bond, debenture or other fixed Income security which may be 
exchanged by the owner for common stock or another security, usually of the same company, in 
accordance with the terms of the Issue. 

'Defaulted Asset" means any Underlying Asset (which shall mean with respect to a Synthetic 
Security, the related Reference Obligation) or any other security included in the Coliateral: 

(a) as to which (i) the Issuer thereof has failed to make a scheduled payment of principal or 
interest without giving effect to any grace period or waiver; fmvided that a payment 
default of up to three (3) Business Days witii respect to which the Collateral Manager 
certifies In writir^ to the Trustee, in its reasonable judgment, is due to non-credit and 
non-fraud related reasons shall not cause an Underiying Asset to be classified as a 
Defaulted Asset or (ii) pursuant to its Undertying instruments, there has occurrKl any 
defauti or event of default which entities the holders thereof, with notice or passage of 
time botii, to accelerate the maturity (whether by mandatory prepayment, mandatory 
redemption ex’ otherMse) of all or a portion of the outstanding principal amount of such 
sTCurity, unless (A) In the case of a default or event of default consisting of a failure of the 
obligor on such security to make required interest payments, sut^ security has resumed 
current payments of Interest in cash {provided that no restructuring has been effected) or 
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(B) in tiie case of any other default or event of default, su(^ default or event of default is 
no longer continuing; 

(b) that renks pari passu v^th or subordinate to any other material indebtedness for borrowed 
money owed by the issuer of such Underlying Asset (for purposes hereof. "Other 
indebtedness”) if such issuer had defaulted in the payment of prindpal or interest with 
respect to such OUier Indebtedness; provided that a payment default of up to three (3) 
Business Days with respect to which the Collateral Manager certifies In writing to the 
Trustee, in its reasonable judgment. Is due to norv^redit and non-fraud related reasons 
shall not cause an Underlying Asset to be classified as a Defaulted Asset; provided, 
further, that in the case of a defauK or event of default consisting of a failure of the (^ligor 
on such security to make required interest payments, such Other indebtedness has 
resumed current payments of interest (including all accrued interest) in cash (whether or 
not any viraiver or restructuring has been effected), provided that a security shall be 
considered a Defaulted Asset pursuant to friis clause (b) only if either (i) such default or 
event of default results in the assignment of a rating of *CC” or lower or *D” or ”SD" by 
Standard & Poor's or "Ca* or ”C* by Moody's, or (ii) the Collateral Manager, based upon 
due Inquiry in accordance with the practices and procedures followed by investment 
managers of recognized starKling, has obtained knowledge of such default or event of 
default and any characterization by the Collateral Manager of such security other than as 
a 'Defaulted Asset” fails to satisfy the Rating CondiUon; 

(c) as to which a Banknjptcy Event has occurred and Is continuing with respect to an entity 
that is: (i) with respect to securities issued by an issuer directly, the special purpose entity 
that is die issuer of such securities, or (ii) ^h respect to securities issued by trusts to 
which an entity deposits assets, either (A) the special purpose entity that is the depositor 
to the trust friat issues such securities, or (B) the trust that issues such securities; 

(d) that is rated (i) "CC” or lower or ”0" or *SD“ by Standard & Poor's or a rating withdrawn 
by Standard & Poor's, or (il) *Ca” or "C” by Mood/s; 

(e) that Is a Deferred interest PIK Bond; or 

(f) which is a Synthetic Security with respect to which the relevant Synthetic Security 
Counterparty has defaulted in the performance of its payment obligations under such 
Synthetic Security. 

•Deferred interest PIK Bond” means a PIK Bond with respect to which payment of interest 
either In whole or In part has been deferred in an amount equal to (a) if such PIK Bond has a Mood/s 
Rating of at least ”8aa3", the amount of Interest payable in respect of the lesser of (x) two payment 
periods and (y) a period of one year; or (b) if such PIK Bond has a Mood/s Rating of below ”Baa3*, the 
amount of interest payable in respect of the lesser of (x) one payment period and (y) a period of six 
monfris, but only until such time as payment of Interest on such PIK Bond has resumed and ail capitalized 
and deferred Interest f^s been paid in accordance with the terms of the relevant Underlying Instruments. 

'Determination Date" means the last day of a Due Period. 

"Discount Underlying Asset" means {provided that with respect to any Synthetic Security, the 
"acquisition price* shall be deemed to be the market value of such Reference Obligation deteitnined in 
accordance with Mood/s methwiology, as cerbfied by the Collateral Manager): 
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(1) any Undertying Asset (otfter than a Oefauited Asset) that is a Floating Rate Security and 
has a Moody's Rating of *Aa3* or high^ acquired by the issuer after the Ctosing Date for an acquisition 
price of less than 92% of the Prindpal/Notionai Balance of such Undertying Asset, unless the market 
value for such Underlying Asset equate or exceeds 95% of the Principal/Notional Balance of such 
Undertying Asset (as certified by the Coiiaterat Manager to the Trustee) for 60 consecutive days, 

(ti) any Undertying Asset (otf^er than a Oefauited Asset) that is a Fixed Rate Security and 
has a Moody’s Rating of *Aa3” or htgh^ acquired by the issuer after the Closing Data for an acquisition 
plica of less than 85% of the Prlncipal^otional Balance of such Underling Asset, unless the market 
value for such Underfying Asset equate or exceeds 90% of the Piincipat/Notionai Balance of such 
Underlying /^set (as certified by the Collateral Manager to die Tnjstee) for 60 consecutive days and 

(Hi) any Underlying Asset (other than a Defaulted Asset) that has a Moody's Rating below 
’’AaS" acquired by the Issuer after tire Closing Date for an acquisition price of less than 75% of the 
Principai/Notional Balance of such Underlying Asset; provided that such Underlying Asset shad cease to 
be a Discount Underlying Asset at such time as the market value of such Underlying Asset equate or 
exceeds 85% of the Principal/Notional Balance of such Underlying Asset (as certified by the Collateral 
Manager to the Trustee) for 60 consecutive days; 

provided that no Underlying Asset purchased prior to the Closing Date shall be deemed to be a 
Discount Undertying Asset. 

"Eligible Country* means a Group t Country or a Group 11 Country, Austria. Denmark or a 
country that is an Eligible SPV Jurisdiction, provided that, at the time of such acquisition of any Asset, 
such country has a foreign currency credit rating of at least "AA* by Standard & Poor's and 'Aa2” from 
Moody’s. 


"Eilgibie SPV Jurisdiction* means the Bahamas, the British Virgin islands, the Cayman Islands, 
Bermuda. Luxembourg, the Netherlands Antilles, the Channel Islands. Jersey. Guernsey or (subject to 
satisfaction of the Rating Agency Condition) any similar |urtediction, provided that the related obligor or 
issuer is a special purpose entity. 

"Excepted Property" means (a) the Preference Share Payment Account and all of the funds and 
other proper^ from time to time deposited in or credited to the Preference Share Payment Account and 
the proceeds thereof, (b) the 250 shares of common stodc of the Co-issuer, par value U.S.Sl.OO p^ 
share, owned by the Issuer, (c) U.S.$250 representing the paid share capital on the ordinary shares of 
tile Issuer, and (d) U.S.$250 representing a profit fee to the Issuer, together with any interest accruing 
thereon, and the frust account In which such monies are held. 

"Fee Cap Amount" means, on any Distribution Date. 0.02% of the Quarterly Asset Amount per 
annum subject to an annual minimum of $60,000. 

"Floating Rate Security" means (i) any Asset-Backed Security that is expressly stated to bear 
Interest based upon a floating rate index and (ii) any Synthetic Security or Ofteet Transaction so 
designated by the Coliaterai Manager at tiie time of purchase. 

"FICO Score" means Uie credit score developed by Fair Isaac & Co and provided by Experian (a 
subsidiary of GUS pic), Trans Union LLC or Equifax Inc. 

"Fixed Rato Security" means any Asset-Backed Security other than a Floating Rate Security. 

"Group I Counbles" means Ausfralia. Canada, the Netiieriands and the United Kingdom. 
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"Group II Countries* means Germany. Ireland, New Zealand, Sweden and Switzerland. 

"interest Only Security* means an Asset-Backed Security that does not provide for tfie 
repayment of a stated {»1ncipal amount in one more installments on or prior to the date three Business 
Days prior to the Stated Maturity of the Notes. 

"Interest Proceeds' means, respect to any Due Period: 

(1 ) the sum (wiUiout duplicaUon} of 

(a) all payments of interest and other income on the Underlying Assets (other than 
Defaulted Securities) received In cash during such Due Period; 

(b) all payments of interest (induding any amount representing Uie. accreted porton 
of a discount from the face amount of an Eligible Investment) on Eligible 
Investments In the Collection Accounts received In cash by the Issuer during 
such Due Period and all payments of principal, including repayments, on Eligible 
investments purchased with amounts from the Interest Collection Account 
received by the Issuer during such Due Period; 

(c) all amendment and waiver fees, all late payment fees, and all other fees and 
commissions received In cash by ttie Issuer during such Due Period in 
connection with such Underlying Assets and Eligible Investments (oth^ than 
fees and commissions received in respect of Defaulted Securities and Written 
Down Securities and yield maintenance payments included In Principal Proceeds 
pursuant to clause (c) and clause Q) of the definition thereof); 

(d) ail payments of Interest received in respect of a Defaulted Asset in excess of an 
amount equal to the Principal/Notionai Balance of such security at the time it 
became e Defaulted Asset; 

(e) all accrued Interest received in cash by the Issuer in connection with the sale or 
liquidation of any Underlying Asset other than accrued interest purchased with 
Principal Proceeds; 

(f) all payments received pursuant to any Interest Rate Swap Agreement (excludmg 
any payments received by the Issuer by reason of an event of defautt or 
termination event) less any deferred premium payments, if any, payable by the 
Issuer under such Interest Rate S>rap Agreement with respect to such Due 
Period; 

(g) any amounts received from each Synthetrc Security Counterparty relating to each 
Synttietic Security with respect to such Due Period (including any Fixed Amounts 
and Interest Shortfall Reimbursement Payment Amounts (es defined in 
Schedule G in the case of Reference Obligations that are RMBS Securities, 
Schedule H in the case of Reference Obligations that are ABX Tranche 
SecurrUes, Schedule I in the case of Reference Obligations ttiat are CMBS 
Securities or Schedule J in the case of Reference Obligaticms that are CDO 
Smxjrities} but excluding, for the avoidance of doubt, any premium relating to the 
following Due Period), other than Writedown Reimbursement Payment Amounte, 
Principal Shortfall Reimbursement Payment Amounts (each as defined In 
Schedule G In the case of Reference Obligations that are RMBS Securities, 
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Schedule H in the case of Reference Obligations that are ABX Tranche 
Securtti^, Schedule I in the case of Reference Otriigabons ^at are CMBS 
Securities Schedule J in the case of Reference Obligations that are CDO 
Securities), any upfront payment or any termination payment received with 
respect to early termination of a Synttietlc Security (induding proceeds from 
liquidation of any collateral posted by the Synthetic Security Counterparty to 
secure ite obligations under frie Synthetic Securities); 

(h) ail earnings on Eiigible Investments on deposit in the Synthetic Security 
Collatarai Account that are transferred to the Interest Collection Account as 
described below under •Security for the Notes — The Accounte — Synthetic 
Security Coltateral Account*; 

(i) all Earnings (as defined In the related Investment Agreement) received by the 
Issuer and payable under the Invesbnenl Agreement on or before the related 
[^stribution Date; and 

(I) ail amounts on deposit in the Expense Account that are transferred to the 
Payment Account for application as Interest Proceeds as described below under 
"S^urity for the Notes— The Accounts— Expense Account*; prodded that 
Interest Proceeds shall in no event include (i) any payment or proceeds 
specifically defined as 'Principal Proceeds'* In the definition thereof or (H) the 
Excepted Property; 

minus 

(2) any Interest Shortfall Amounts paid by the Issuer to each Synfrtetic Security 

Counterparty. 

'Inverse Floating Security* means any Floating Rate Security whose interest rate is inversely or 
otherwise not proportionately related to an interest rate index. 

■Issue* means an Underlying Asset or Synthetic Security consisting of or referencing a single 
/^set'Backed Security, identified by its (i) series and class, and (li) CUSIP number or other identifying 
number. For the avoidance of doubt, Underlying Assets w Synthetic Securities consisting of or 
referencing tvra Asset-Backed Securities issued by the same Issuer and issued in the same series, but In 
separate classes tranches, shall be deemed to be separate Issues. 

"Majority-ln-tnterest of Preference Shareholders* means, at any time, Preference 
Shareholders whose aggregate Voting Percentages at such time exceed 50% of all Preference 
Shareholders' Voting Percentages at such time. 

"Mai^in Stock* means 'Margin stock* as defined under Regulations T, U and X issued by the 
Board of Governors of the Federal Reserve System. 

*Meas»urement Date* means any of the following: (a) any date after the Closing Date on vriiich an 
Underling Asset becomes a Defaulted Asset, (b) each Determination Date, (c) the last Business Day of 
any calendar month (other than the month prior to which there Is a Determination Date), and (d) with 
reasonable notice to the Issuer and toe Trustee.- any otoer Business Day that any Rating Agency 
requests be a ’Measurement Date*; provided that, if any such date would otherwise fall on a day that is 
not a Business Day. the relevant Measurement Date will be the next succeeding day that Is a Business 
Day. 
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'Negative Amortization Security' means an Asset-Backed Security underiying portfolio 
consist of at least 25% of mortgages with a negative amortization feature. 

'Net Outstanding Underlying Asset Balance' means, as of any Measurement Date, an amount 
equal to (a) the sum of (i) the Aggr^ate Principal/Notional Balance on such Measurement Date of all 
Underiying Assets, (ii) the Aggregate Principal/Notional Balance of all Prindpal Proceeds and Uninvested 
Proceeds held as cash, all Disposition Proceeds on deposit in the Disposition Proceeds Account and 
Eligible Investments purchased with Rincipal Proceeds or Uninvested Proceeds, and (iii) for eadi 
Defaulted Asset, the Calculation Amount with respect to such Defauited Asset minus (b) the sum of tiie 
Aggregate F^incipal/Notional Batanire on siK:h Measurement Date of alt Underlying Assets that are either 
(i) Defaulted Securities or (ti) Equity Securities; provided that solely for the purpose of calcuiating the Net 
Outstanding Underlying Asset Balance in connection the Class A/B Overcollateralization Ratio, the 
Class C Overooliaterallzatfon Ratio, the Class 0 Overcollateraiization Ratio and the Class E Diversion 
Test the Net Outstanding Underling Asset Balance shall be catcutated by applying vt^ichever of the 
following clause (i), (ii) and (tii) vrould result in the lowest calculated 'Net Outstanding Underling Asset 
Balance'; (i) the Moody's Haircut Value, (ii) the Standard & Poor's Haircut Value and (ill) with respect to a 
Discount Underlying Asset, tiie original acquisition price of such Discount Underiying Asset. 

For the purposes of this definition of 'Net Outstanding Underlying Asset Balance”, the 
following terms shall have the meanings set forth below: 

'Moody's Haircut Value' shall have ti>e following meaning for any Underlying Asset that 
has a Moody's Rating of below ”Baa3'. and no meaning for any Underiying Asset with a 
Moody's Rating of *Baa3” or higher (for the purpose of all clauses of the definition of 
Moody’s Haircut Value, any reference to a Moody's Rating of an Undertying Asset shall, 
with respect to a Synthetic Secunty, mean a reference to the Moody's Rating of the 
related Reference Obligation): 

(a) if on any date the Aggregate Phncipal/Notionai Balance (detennined without 
regard to this clause (a)) of all Underlying Assets (other than Defaulted Assets) 
that have a Moody's Rating of 'Bet', *Ba2” or ”Ba3* exceeds 25.5% of the 
Aggregate PrIncipatiNotionai Balance of all Underlying Assets and Principal 
Proceeds ('Moody's Limit 1'), then the Aggregate Principal/Notional Balance of 
the Undertying Assets constituting such excess shall be deemed to equal 90% of 
the actual Aggregate PnncipaUNoUonai Balance of such Underlying Assets 
(determined without regard to this clause (a)); 

(b) if on any date the Aggregate Principai/NoUona! Balance (determined without 
regard to this clause (b)) of all Undertying Assets (other than Defaulted Assets) 
that have a Mood/s Rating of *B1', ’82* or '83' exceeds 0% of Ihe Aggregate 
Principal/Notional Balance of alt Underiying Assets and Piincipai Proceeds 
("Moody’s Limit 2*). then the Aggregate Principal/Notionai Balance of the 
Undertying Assets constituting such excess shall be deemed to equal 60% of the 
actual Aggregate Principal/Notional Balance of such Underiying Assets 
(determined without regard (o this clause (b)); and 

(c) rf such Underlying Assets (other than Defaulted Assets) have a Moody's Rating 
of below. *B3* exceeds 0% of the Aggregate Principal/Notional BalatKe of all 
Underlying Assets and Principal Proceeds, then the Aggregate PrincipaWotional 
Balance of such Underiying Assets shall be deemed to equal 50% of the actual 
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Aggregate Pnndpai/Noticmal Baiance of such Undertying Assets (determined 
wittiout regard to this clause (c)); 

provided that the reductions contemplated by clauses (a), (b) and (c) immediately 
above shall be without duplication; provided further that each of Moody's Limit 1 
and Mood/s Limit 2 may be up to 5 percentage p(^nts larger dian set out above 
(as determined by the Trustee in a manner maximizing the Net Outstending 
Underlying Asset Baiance as of the date of determination) so long as the 
aggregate of Moody's Limit 1 and Mood/s Limit 2 is not more tiian 30.5%. 

"Standard & Poor's Haircut Value* shall have the follovtring meaning set forth In clauses 

(a) and (b) below f<^ any Underlying Asset ttiat has a Standard & Poor's Rating of below 
and no meaning for any Undertying Asset that has a Standard & Poor's Rating of 
"BBB-" or higher. For the purpose of all clauses of the definiticm of Standard & Poor's 
Haircut Value, any reference to a Standard & Poor's Rating of an Underlying Asset shall, 
with respect to a Synthetic Security, mean a reference to a Standard & Poor’s Rating of 
the related Reference Obligation: 

(a) If on any date the Aggregate Ptindpal/Notional Baiance (determined wKhout 

regard to this clause (a)) of all Und^ying Assets (other than Defaulted Assets) 
that have a Standard & Poofs Rating of "BB" or "BB-" exceeds 8.6% of 

the Aggregate Principal/Notional Balance of all Underlying Assets and Principal 
Proceeds ("S&P Limit 1"). then the Aggregate Principai/Notional Balance of the 
Underlying Assets constituting such excess shall be deemed to equal 90% of the 
actual Aggregate Principat/Notionai Baiance of such Underlying Assets 

(determined without regard to this clause (a)); 

(b) if on any date toe Aggregate Wncipal/Notional Balance (determined without 

regard to this clause (b)) of ail Underlying Assets (other than Defaulted Assets) 
that have a Standart & Poor's Rating of 'B+", "B" or *B-* exceeds 0% of toe 
Aggregate Principai/Notional Balance of ail Undertying Assets and Principal 
Proceeds ("S&P Limit 2*), toen the Aggregate PrindpaVNotional Balance of the 
Underlying Assets constituting such excess shall be deemed to equal 80% of toe 
actual Aggregate Principai/Notional Balance of such Underlying Assets 

(determined vrithout regard to this clause (b)); and 

(c) if such Underlying Assets (other than Defaulted Assets) have a Standard & 
Poor's Rating of below "B-" exceeds 0% of the Aggregate Principai/Notional 
Baiance of all Undertying Assets and Principal Proceeds ("S&P Limit 3”), then 
toe Aggregate Principat/Notionai Balance of such Underlying Assets shall be 
deemed to equal 70% of the actual Aggregate Principat/Notionai Balance of sudi 
Underlying Assets (determined without regard to this clause (c)): 

provided toat tha reductions contemplated by clauses (a), (b) and (c) immediately above 
shall be without duplication; prov/ded further that each of S&P Limit 1 , S&P Limit 2 and 
S&P Limit 3 may be up to 5 percentage polnto larga' than set out above (as detemiined 
by the Trustee in a manner maximizing toe Net Outstanding Underlying Asset Balance as 
of toe date of determination) so long as the aggregate of S&P Limit 1 , S&P Limit 2. and 
S&P Limit 3 is not more than 13.6%. 
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"Net Schedufed Periodic Offsetting Transaction Payment* means in respect of an Offset 
Transaction that combes: the long component of an Offset Transaction and the related O^etting 
Transaction, the difference between premium payments due to the issu^* from tee Synteetic Security 
Counterparty and tee Scheduled Periodto Offsetting Transaction Payments due to the Offeetting 
Trartsaction Counterparty from the Issuer pursuant to tee terms of tee Offsettii^ Transaction. 

■PIK Bond' means any Underlying Asset teal pursuant to the terms of the related Underiying 
Instiuments (a) permits the payment of interest thereon (vMth respect to such payments due on or after 
the date on which the security is purchased by tee Issuer) to be deferred or capitalized as additionai 
principal thereof or (b) Issues identical (except principal and term) securities in p^ace of payments of 
Interest in cash. 

'Prlncipat/Notiona) Balance' means as of any date of determination, wHh respect to any Asset- 
Backed Security, the outstanding principal balance of such Asset-Backed Security (excluding any 
capitalized interest and any negative amortization amounts), and, with respect to each Synthetic Security 
or a related Reference Obligation, In each case, tee Reference Obligation Notional Amount (as defined in 
the Confirmation) of such Synteetic Security. For the avoidance of doubt, (i) the Refm^ence Obligation 
Notional Amount shall be a part of the 'Princlpal/Notionai B^ance* and (il) no Offset Transarttions will be 
inc^ded in the calculation of "Prlncipal/Notional Balance*. 

'Principal Onfy Security* means any Asset-Backed Security teat does not provide for tee 
payment of rated interest In periodic Installments cm or prior to the date three Business Days prior to the 
Stated Matudty of the Notes or provides that all payments of interest wii) be deferred until the final 
maturity date thereof. 

'Principal Proceeds' means, with respect to any Due Period, the sum (without duplication} of: 

(a) all payments of principal on tee Underlying Assets and Eligible Investments (excluding 
any amount representing tee accreted portkm of a discount from the face amount of an 
Eligible Im^stment) receNed in cash by tee Issuer during such Due Period including 
prepayments or mandatory sinking fund pa^nents, or payments In respect of optional 
redemptions, exchange offers, tender offers, recoveries on Defaulted Securities and 
Written Down Securities (other than Uninvested Proceeds and payments of principal of 
Eligible Investments acquired with Interest Proceeds), including tee proceeds of a sale of 
any Equity Security, the proceeds received horn any special purpose subsidiary of the 
Issuer holding an Equity Security, end any amounts received as a result of optional 
redemptions, exchange offers or tender off^ for any Equity Security received in cash by 
the issuer during such Due Period but excluding any accreted portion of a discount from 
the face amount of an Eligible Investment; 

(b) ail payments of principal of Eligible Investments purchased with amounts from the 
Principal Collection Account received in cash by tee Issuer during such Due Period; 

(c) all amendment, waiver, late payment fees, restructuring and other fees and commissions, 
collected during tee related Due Period in respect of Defaulted Securities and Written 
Down Securities; 

(d) all payments of interest received in respect of Defaulted Securities up to an amount equal 
to tee Principai/Notional Balance of such security at the time it became a Defaulted 
Asset; 
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(e) any Writedown Reimbursement Payment Amount, 

(f) any proceeds to the Issuer resulting from Uie termination and liquidation of an Interest 
Rate Swap Agreement, to the extent such proceeds exceed the cost of entering into a 
replacement Interest Rate Swap Agreement or additional Interest Rate Swap 
Agreements In accordance with the requirements set forth in die indenture; 

(g) any Principal Shortfall Reimbursement Pa^nenl Amount, 

(h) upfront payment or any termination parents received with respect to early termination 
of a SynUietic Security received from the related Synthetic Security Counterparty, 

(i) all amount transfened from die Synthetic Security Collateral Account to the Principal 
Collection Account as described below under "Security for the Notes— The Accounts — 
Synthetic Security Collateral Account*; 

0) all payments received in cash by the Issu^ during such Due Period that represent call, 
fwepayment or redemption premiums; 

(k) all payments of interest received to the extent that tiiey represent accrued interest 
purchased with Principal Proceeds; 

(l) all yield maintenance payments received in cash by the Issuer during such Due Period; 

(m) any proceeds from the issuance and sale of the Notes and Preference Shares that are 
not applied to the acquisition of Underlying Assets prior to tiie Determination Date 
preceding the September 2007 Olstilbution Date, including amounts on deposit in the 
Uninvested Proceeds Account, and not deposited into the Expense Account on the 
Closing Date; 

(n) any proceeds from the liquidation of Und«1yng Assets received in cash by the issuer 
(excluding (1) all acenjed interest received in cash by the issuer and (2) the Disposition 
Proceeds); 

(o) any Disposition Proceeds on deposit In the Disposition Proceeds Account or Principal 
Cottection Account: 

(p) any payment of capitalized interest on any Underlying Assets; 

(q) any payment of accrued interest paid for with principal proceeds; 

(r) any Net Scheduled Periodic Offeetting Transaction Payments received by the Issuer with 
respect to Offset Transactions; and 

(s) all other payments received in connection with the Underlying Assets and Eiigible 
investments that are not included in interest Proceeds; provided, that in no event shall 
Principal Proceeds Include the Excepted Property. 

minus 


the sum, of (a) any initial payments made by ffie Issuer upon its entry into a Offsetting 
Transaction and (b) any termination payments payable by ttie Issuer in respect of tiie termination of an 
Offsetting Transaction where the related Offeet T ransection is not terminated. 
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'Pure Private Asset-Backed Securft/' means any security that was not (i) issued pursuant to 
an effecfive registration statement under the Securities Act or (&) a privet^ placed security that Is eligible 
for resale under Rule 144A or Regulation S under the Securities Act. 

'Qualifying Foreign Obiigor" means a corporation, partnership, tmst ch' other entity (M^anized or . 
incorporated under the laws of an Eligible Country. 

'Quarterly Asset /unount' means, with respect to any Disthbution Date, the Net Outstanding 
Underlying Asset Balance on flrst day of the related Due Period. 

'Rating Condition' m^ns, wth respect to any action taken or to be taken or any determination 
made or to be made under the indenture, e condition that is satisfied when each Rating Agency has 
confirmed in writing to the issuer, the Trustee and the Collateral Manager prior to such action or 
determination that such action or determination will not result in the withdrawal, reduction or other 
adv^e action with respect to any then-current rating (Inciudlng any shadow, private or contidentfai 
rating) of any Cl^s of Notes. 

'Scheduled Periodic Offeetting Transaction Payment” means, with respect any OffseWng 
Transaction, the fixed amount scheduled to be paid by the Offsetting Transaction Counterparty to the 
issuer under such Offeetting Transaction, but excluding any termination payment in respect of such 
Otfeetting Transaction. 

'Servicer* means, respect to any issue of Asset-Backed Securities, the entity that, absent 
any default, event of default or similar condition (howev^* described), is primarily respcmsible for 
managing, servicing, monitoring and otherwise administering the cash flows horn which payments to 
investors in such Asset-Backed Securities are made. 

'Special-Major1ty4n-tnterest of Preference Shareholders' means, at any time, Preference 
Shareholders whose aggregate Voting Percentages at such time exceed 66 2/3% of all Preference 
Shareholders' Voting Percentages at such time. 

'Step Down Bond’ means a security which by the terms of the related Underlying Instrument 
provides for a decrease, In the case of a fixed rate security, In the per annum interest rate on such 
security or, in the case of a floating rate security, in the ^ead over the applicable index or benchmark 
rate, solely as a function of Uie passage of time; provided that a Step Down Bond shall not include any 
such security providing for payment of a constant rate of Interest at all times after the date of acquisition 
by the Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by 
reference to the spread (in the case of a floating rate Step CX^wn Bond) or coupon (in the case of a fixed 
rate Step Down Bond) of a Step Down Bond, the spread or coupon on any date shall be deemed to be 
the lowest spread or coupon, respectively, scheduled to apply to such Step Down Bond on or after such 
date. 


•'Step Up Bond* means a securtty which by the terms of the related Underlying Instrument 
provides for an inaease, In the case of a fixed rate security, in the per annum Interest rate on such 
securtty at, in the case erf a floating rate security, in the spread over the applicable Index or benchmark 
rate, solely as a func^n of the passage of time; provided that a Step Up Bond shall not Include any such 
security previding for payment of a constant rate of interest et all times after the date of acquisition by the 
issuer, in calculating Vie Weighted Average Spread and the Weighted Average Coupon by reference to 
the spread (in ftte case of a floating Step Up Bond) or coupon (in the case of a fixed rate Step Up Bond) 
of a Step Up Bond, the spread or coupon on any date shall be deemed to be the sf»^ead or coupon stated 
to be payable in cash or in effect on such date. 
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'Undeilying Instruments* means the indenture or other agreement pursuant to which an 
Underlying Asset, Eligtoie Investment or Equity Security has been issued <x created and each other 
agreement that governs the t^ms of or seoires the obligations re^xesented by such Underlying Asset, 
Eligible Investment or Equity Security or of which holders of such Underling Asset, Eligible Investment or 
Equity Security are the beneficiaries. 

’Uninvested Proceeds" means, at any time on or prior to the DeterminaUon Date fHior to the 
Septemb^ 2007 Distribution Date, the net proceeds received by the Issuer on the Closing Date from toe 
initia! issuance erf the Notes and Preference Shares and any principal collections on the Undertying 
Assets received on cx prkx to toe Ctosing Date, to toe extent such proceeds have not to^tofore been 
Invested in Underlying Assets or deposited in the Expense Account. 

"Voting Percentage" of a Preference Shareholder at any time means toe ratio (expressed as a 
percentage) of sixto Preference Shareholder's Preference Shares outstanding to the aggregate 
outstanding Preference Shares of all Preference Sharehoid^ at such time. 

'Written Down Security" means, as of any date of determination, any Underlying Asset that is 
part of an issue as to which the aggregate par amount of toe entire class and alt other securities secured 
by toe same pool of coUateral that rank senior in priority of payment to such class exceeds the ag^egate 
par amount (including reserved Interest or other amounts available for overcollateralization) of ail 
collateral securing such issue (excluding defaulted collateral). 

The Coverage Tests 

The Coverage Tests appiicabie to a Class of Notes wil! be used primarily to determine whether 
and to what extent Interest Proceeds may be used to pay Interest on and dividends in respect of Classes 
of Notes Subvdinate to such Class and the Preference Shares and certain other expenses, the 
"Coverage Tests* include the Class AfB Coverage Tests, toe Class C Coverage Tests and toe Class D 
Coverage Tests. 

In the event toat either Class A^ Coverage Test Is not satisfied on any Distribution Date, funds 
that would othervrise be used to pay interest on toe Class C Notes, toe Class D Notes and toe Class E 
Notes and dividends on the Preference Shares and certain other expenses must mstead be used to pay 
principal of. first, the Class A Notes and second, toe Class B Notes, to the extent necessary to cause 
each Class A/B Coverage Test to be satisfied. 

In toe event toat any Class C Coverage Test is rtot satisfied on any Distribution Date, funds that 
would otherwise be used to pay interest on toe Class D Notes and the Class E Notes end dividends on 
the Preference Shares and certain other expenses must instead be used to pay principal of, first, toe 
Class A Notes, second, toe Class B Notes and third, the Class C Notes, to the extent necessary to cause 
ea(to Class C Coverage Test to be satisfied. 

In the event toat any Class D Coverage Test Is not satisfied on any Distribution Date, funds that 
would oUwwse be used to pay Interest on toe Class E Notes and dividends on toe Preference Shares 
and certain oth^ eito^nses must instead be used to pay priridpal of. first, toe Class A Notes, second, toe 
Class B Notes, fftird, toe Class C Notes and fourth, toe Class D Notes, to toe extent necessary to cause 
each Class D Coverage Test to be satisfied. 

The "Class A/B Coverage Tests' will consist of toe Class A/B Overcollateraiization Test and the 
Class A/B Interest Coverage Test The "Class C Coverage Tests" will consist of toe Class C 
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O^rcoUateralization Test and the Class C Interest Coverage Test. The ‘Class D Coverage Tests' will 
consist of the Class D Overcoliaterali^Uon Test and the Class D interest Coverage Test 

The Overcollateralization Tests 

The Class A/B Overcoilateralgation Test 

The 'Class A/B Overcoiiateralizatlon Ratio' is. as of any Measurement Date, the number 
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on 
suc^ Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus Uie 
aggregate outstanding principal amount of the Class B Notes. 

The 'Class A^ Overcollateralization Test” will be satisfied on the Closing Date or a 
Measurement Date on which any Class A Note or Class B Note remains outstanding if the Class A/B 
Overcollateralization Ratio on such Measurement Date is equal to or greater than 1 1 7.37%. 

The Class C Overcollatefadzation Test : 

The 'Class C Overcollateralization Ratio' is, as of any Measurement Date, the number 
(exiix’essed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on 
suc^ Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus tite 
aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal 
amount of die Class C Notes, plus any outstanding Class C Deferred Interest. 

The 'Class C Ovarcotlaterallzation Test' will be satisfied on the Closing Date or a 
Measurement Dale on which any Class A Note, Class B Note or Class C Note remains outstanding if tile 
Class C Overcollateralization Ratio on such Measurement Date is equal to or greater than 109.99%. 

The Class D Overcollateralization Test : 

The 'Class D Overcollateralization Ratio" is, as of any Measurement Date, the number 
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on 
such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the 
aggregate outstanding principal amount of the Class 8 Notes plus tiie aggregate outstanding principal 
amount of the Class C Notes plus the aggregate principal amount of the Class D Notes, plus any 
outstanding Class C Deferred interest and plus any outstanding Class D Deferred Interest. 

The 'Class D Overcoltaferallzah'on TesT will be satisfied on the Closing Date or a 
Measurement Date on which any Class A Note. Class 8 Note, Class C Note or Class D Note remains 
outetanding If the Class D Overcollateralization Ratio on such Measurement Date Is equal to or greater 
than 104.86%. 

The Class B Diversion Test 

The Class E Diversion Test determines whether int^’est Proceeds may be applied, In accrx-dance 
with the Priority of Payments, to make payments that are subordinate to payments on the Class E Notes. 
If tiie Class E Diversion Test is not passing on a Measurement Date then on the immediately following 
Distribution Date, Interest Proceeds, to the extent available in accordance with the Priority of Paymente. 
wilt be applied to make principal payments on the Class E Notes. 

The 'Class E Diversion Ratio' is. as of any Measurement Date, the number (expxessed as a 
percentage) calcutated by dividing (a) the Net Outstending Underlying Asset Balance on such 
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Measurement Date by (b) 0ie aggregate outstanding principal amount of ^e Class A Notes p/us the 
aggregate outeUindtng principal amount of the Class 6 Notes plus the aggregate outstanding principal 
amount of the Class C Notes plus the aggregate outstandir^ principal amount of the Class D Notes plus 
the aggregate outstanding principal amcHjnt of the Class E Notes, plus any outstanding Class C Deferr^ 
Interest plus any outstanding Class 0 Deferred Interest and plus any outstanding Class E Deferred 
Interest. 


The "Class E Diversion Test* will be satisfied the Ctosing Date or a Measurement Date on 
which any Class A Note, Class B Note. Class C Note. Class 0 Note or Class E Note remains outstanding 
if the Class E Diversion Ratio on such Measurement Date is equal to or greater than 103.56%. 

The Class A-1 OC RaUo 

The Class A-1 OC Ratio wilt be used only to determine whether an Event of Default has occurred 
under the Notes due to the decline in the Class A-1 OC Ratio below 1 00%. 

"Class A-1 OC Ratio* means the number, expressed as a percentage, calculated by dividing (a) 
the Net Outstandir® Underlying Asset Balance by (b) the Aggregate Outstanding Amount of the Class A- 
1 Notes. 

The Interest Coverage Tests 

The Interest Coverage Ratio with respect to the Class A Notes and Class B Notes (the "Class 
A/B Interest Coverage Ratio"), the Class C Notes (the ‘Class C Interest Coverage Ratio") and the 
Class D Notes (Ihe "Class 0 interest Coverage Ratio") as of any Measurement Date will be calculated 
by dividing: 

(a) (i) the sum of (A) the scheduled interest payments due (regardless of whether the due 
date for any such interest payment has yet occurred) in the Due Period In which such 
Measurement Date occurs on (1) the Underlying Assets and (2) any Eligible Investments 
held in the Collection Accounts (whether such Eligible Investments were purchased with 
Interest Proceeds or Principal Proceeds), (B) any fees acUjally received by the issuer 
during such Due Period that constitute Interest Proceeds and (C) any earnings on Eligible 
Investments In the Synthetic Security Collateral Account, constituting Interest Proceeds 
and received afl^ the end of ttie related Collection Period and immediately prior to the 
related Payment Date and (D) any amounts scheduled to be paid to the Issuer by an 
Interest Rate Swap Counterparty under an Interest Rate Swap Agreement on the 
Distribution Date relating to such Due Period, minus (ii) the sum of the Interest Proceeds 
scheduled to be paid pursuant to clauses (1) through (4) of the Interest Proceeds Priority 
of Payments on (he Immediately succeeding Distribution Date; by 

(b) an amount equal to (1) in the case of Uie Class A/B Interest Coverage Ratio, the 
scheduled interest on the Class A Notes and Class B Notes (including Defaulted interest 
hereon and aoxued interest on such Defaulted interest. If any) payable on the 
immediately succeeding Distribution Date, (il) in the case of the Class C Inters! 
Coverage Ratio, the scheduled interest on the Class A Notes, Class B Notes and Class C 
Notes (including Defaulted Interest and interest thereon, Interest on Class C Deferred 
interest, if any, but excluding any Class C Deferred Interest) payable on the immediately 
succeeding Distribution Date or (lit) in the case of the Class D interest Coverage Ratio, 
the scheduled interest on the Class A Notes. Class B Notes, Class C Notes and Class D 
Notes (including Defaulted Interest and interest thereon, interest on Class C Defened 
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Interest and interest on Class D Deferred interest, if any, but exdudii^ any Class C 
Deferred Interest and Class 0 Deferred Interest} payable on the immediately succeeding 
Dtetribution Date {or, if such Measurement Date coincides wnth a Olsbtbubon Date, on 
such Distribution Date). 

- For the purpose of determining compliance with any Interest Coverage Test, there will be 
excluded ail scheduled payments of interest on or principal of Defaulted Securities and any payment, 
including any amount payable to the issuer by an Interest Rate Swap Counterparty, that will not be made 
in cash or received when due, as determined by the Collateral Manager in its reasonable business 
jiKlgment. For purposes of calculating any Interest Coverage Ratio, (i) the expected interest income on 
floating rate Underlying /tesets and Eligible Investments and under any Interest Rate Swap Agreement 
and the expected int^est payable on the Notes will be calculated using the interest rat^ apptk:able 
thereto on the applicable Measurement Date artd (il) acoued original Issue discount on Eligible 
Investments will be deemed to be a scheduled interest parent thereon due on the date such original 
issue discount is scheduled te be paid. 

The 'Class AfB Interest Coverage Test* will be satisfied on the Closing Date or a Measur^ent 
Date on which any Class A Note or Class B Note remains outstanding if the Class A/B Interest Coverage 
Ratio as of such Measurement Date Is equal to or greater than 107.00%; provided, that the Class A^B 
Interest Coverage Test will be deemed to be satisfied on the First Distribution Date. 

The 'Class C Interest Coverage Test* will be satisfied on the Closing Date or a Measurement 
Date on which any Class A Note, Class B Note or Class C Note remains outstanding if the Class C 
interest Coverage Ratio as of such Measurement Date Is equal to or greater than 1 03.00%; provided, that 
the Class C Interest Coverage Test will be deemed to be satisfied on the First Distribution Date. 

The 'Class D Interest Coverage Test” wilt be satisfied on the Closing Date or a Measurement 
Date on which any Class A Note, Class B Note, Class C Note or Class D Note remains outstanding If the 
Class 0 Interest Coverage Ratio as of such Measurement Date is equal to or greater than 100.00%; 
provided, that the Class 0 Interest Coverage Test will be deemed to be satisfied on the First Distribution 
Date. 

Mandatory Redemption 

in the event that any of the Overcollateralization Tests (not including, for the avoidance of doubt, 
the Class E Diversion Test) or the Interest Coverage Tests applicable to a Class of Notes Is not satisfied 
on a Determination Date related to any Distribution Date, then Interest Proceeds that would otherwise be 
used to make payments in respect of interest on any Class of Notes Subordinate to that Class will be 
used instead te redeem, fir^t, each Class (if any) of Notes Senior to such Class of Notes (sequentlaily in 
direct order of sen[(»’ity) and. second, such Class of Notes, to the extent necessary to cause each 
Cov«ege Test to be satisfied. 

in addition, each Class of Notes will be subject to mandatory redemption from Prlndpa) Proceeds 
available after payment of certain other amounts In accordance with the Priority of Payments on each 
Distribution Date. Any such redemption from Interest Proceeds or Principal Proceeds will be applied to 
each outstanding Class of Notes sequentially In direct order of seniority and will othenMse be effected as 
described above under * — Priority of Payments." 
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Optional Redemption 

Subject to certain conditions described herein, ttie Issuer may redeem the Notes (such 
redemption, an ’Optional Redemption”}, in whole but not part, at the direction of the holders of at least 
sixty-six and two-tfiirds percent (66 2/3%) of the Pref^ence Shareholders at the applicable Redemption 
Price ttierefor on any Distribution Date, provided that no such Optional Redemption may be effected prtor 
to tile March 2010 Distribution Date. Any such Optional Redemption may only be effected on a 
Distribution Date at the aF^icabie RedOTiptlon Price and only from the DiS|:K%ition Proceeds of all 
CoHaterai Induding the Eligible Investments credited to the Accounts (other than that In tiie Interest Rate 
Swap Counterparty Collateral Account and the Synthetic Security Issuer Account) on such Distiibution 
Date. No Optional Redemption may be effected, however, unless (!) all sudi Disposition Prrceeds are 
used, in vmole or in part, to make suc^ an Optional Red^ption and (li) su^ Ois^KKiition Prrce^s 
(including the pa;^8nt in hil! to the Issuer of all amounts that can be withdrawn under the InvestmerH 
Agreement) are at least equal to the Redemption Amount. 

Any Optional Redemption is subject to (1) the sale of the Collateral (other tiian the cash and 
Eligible investimente referred to in clause (b) of this sentence) arranged by the Collateral Manager, on the 
proposed Redemption Date, for a sale price in cash at least equal to (a) the Redemption Amount minus 
(b) the balance of the cash and Eligible Investments in the Accounts (other than that In the Interest Rate 
Swap Counterparty Osllateral Account and the Synthetic Security Issuer Account) and (il) the receipt by 
the Trustee from the Collateral Manager of certification horn the Collateral Manager that the sum so 
received from the purchaser satisfies clause (1). Upon receipt by the Trustee of the certification referred 
to in the preceding sentence, the Issuer shall take ail actions necessary to sell, assign and transfer the 
Coilateral to the prospective purchaser upon payment in immediately available funds of the sum referred 
to above and the Trustee shall release the Collateral from Uie lien of the Indenture. The Trustee shall 
deposit such payment into the Collection ^xounts. The Coilateral Manager or an Affiliate thereof may be 
the purchaser of the Collateral in accordance with the procedures set fortii in the Management 
/greement. 

Auction Call Redemption 

In accordance with the procedures set forth In Schedule A to this Offering Circular (the 'Auction 
Procedures"), the Auction Agent shall, at the expense of the Issuer, conduct an auction (an ’Auction”) of 
the Underlying Assets if. pnor to the Distribution Date occurring in June 2013, the Notes have not been 
redeemed in full and the holders of tiie Preference Shares have not directed an Optional Redemption of 
tie Notes. The Auction will be conducted not later than seven Business Days prior to (a) the Distribution 
Date occurring in June 2013 (tiie 'First Auction Call Date”) and (b) if the Notes are not redeemed in full 
on such DisUibution Date, each subsequent Distribution Date occurring on or closest to any six-month 
anniversary of the First Auction Cali Date (each, a 'Subsequent Auction Calf Date* and, togettier with 
the First Auction CaH Date, each an 'Auction Date"), until tire Notes have been redeemed In ftiH. Any of 
the Coilateral Manager (if it Is not the Auction Agent), the inftiat Purchaser, the Preferwice Sharehold^ or 
the Trustee or any of their respective affiliates may. but will not be required to, Md at the Auction. 

The Notes will be redeemable at the applicable Redemption Price and Preference Shares will be 
redeemable at a pnce equal to not less than the Minimum Preference Share Redemption Amount The 
Notes and Preference Shares wfli be redeemable from the Disposition Proceeds of all Coiiaierarinciuding 
Ell^We Investments credited to the Accounts (other than that in the Interest Rate Swap Counteiparty 
Coliat^ai Account and the Syntttetic Security Issuer Account); provided that frtnds under clauses (a) and 
(b) are sufficient to pay In full (1) the Redemption Amount and (ii) the Minimum Reference Share 
R^emptlon Anount. The 'Minimum Preference Share Redemption Amount* shall equal (I) the 
aggregate liquidation preference of the Preference Shares irtinus (ii) the aggregate amount of all cash 
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distributions on the fVeference Shares (whether In respect of dividends or redemption payments) made to 
the Preference Share Paying Agent for distiibution to the Preference Shar^oJdere prior to ttie relevant 
Auction Date. !f an Auction Call Redemption Is not completed on any Action Date, the Auction Agent 
Shalt carry out an Auction in accordance with the Auction Procedures on each suteequent Auction Date 
until an Auction Call Redemption is completed successfully (tiie "Auction Call Redemption Date*). 

Pursuant to the Management Agreement, the issuer has designated the Collateral Manager (in 
such capacity, the "Auction Agent") as the Issuer^ agent in connection with ttie sale of the Coilaterai in 
connection with any Auction Call Redemption or if the Coilaterai Manager indicates its desire to bid on the 
Underlying Assets, the C<^tateral Manager shall resign as Auction Agent and the Auction ^ent for that 
Auction may be the initial Purchaser, an Affiliate of the Initial Purchaser or another unaffiiiated ttiird f^rty 
as successor Auction Agent. 

The issu^ shail Dispose of and ttansfer the Underlying Assets to the highest bidder identified by 
the Auction Agent (cur to the highest bidder for each subpooi) at the Auction and the Trustee shall release 
the Coilaterai from the lien of the Indenture, as long as; 

(a) the Auction has been conducted in accordance with the Auction Procedures, as 
evidenced by a certification of the Auction ^ent; 

(b) the Auction Agent has received bids for the Underlying Assets (or for each of the related 
subpools) from at least two prospective purchasers (including the winning bidder) 
identified on a list of Qualified Bidd^ proirided by the Auction Agent to the Trustee in 
accordance with the Indenture; provided that each Qualified Bidder for the Synthetic 
Securities shall have been approved by tiie relevant Synttietic Security Counterparty; 
provided, further, that if the Auction Agent has not received bids for one or more 
Synthetic Securities, the requirements of this clause may be satisfied by determining 
required payments from or to the Issuer relating to the termination of such Synthetic 
Securities and including such aggregate amount in the . calculation of the Redemption 
Amount; 

(c) the Auction Agent certifies that the highest bids would result in the DisposKion of the 
Underlying Assets (or the related subpools) for a purchase price (paid in cash) that, 
together with the balance of all Eligible Investments (Including the payment In full to the 
Issuer of alt amounts that can be withdrawn under the investment Agreement) and cash 
held by the issuer (other than Efigible investments and cash in the Interest Rate Swap 
Counterparty Collateral Account and the Synthetic Security Issuer Account), will be at 
least equal to the sum of (i) the Redemption Amount and (ii) the Minimum Preference 
Share Redemption Amount; and 

(d) the highest bidder (or the highest bidder for each subpool) enters Into a v^tten 
agreement with the Issuer (which the Issuer mil execute if the conditions set forth above 
and in the indenture are satisfied (such execution to constitute certification by ttie Issuer 
that such conditions have been satisfied}) that obligates the highest bidder {w the highest 
bidder for each subpooi) to acquire all of the Underlying Assets (or the relevant subpooi) 
and (^'ovldes for payment in full (In cash) of the price for any Underlying Asset that is not 
a Bathetic Seoirity and any amount due to tiie Issuer as a result of the assignment of 
the Synthetic Securities to the Trustee on or iiKtor to the sixth Business Day following the 
relevant Aucticm Date. 
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Provided that a(i of the condiUons set forth In clauses (a) through (d) of the preceding paragraph 
have been met. the issuer will Dispose of and transfer the Underlying Assets (or the related subpooi), 
without representation, warranty or recourse, to such highest bidder identified by the Auction Agent (or 
die highest bidder for each subpooi, as the case may be) in accordance with and upon completion of the 
Auction Procedures. The Issuer i^l! deposit the purchase {imce for the Underlying Assets in the Collection 
Accounts and. on the Distribution Date immediately following the relevant Auction Date, (i) pay the 
Redemption Amount and (ii) make a payment to the Preference Share Paying Agent (that shall not be 
less than the Minimum Preference Share Redemption Amount) for distribution to die holder of the 
Pref^nce Shares in an amount equal to the remainder of siKdi Disposition Proceeds and cash in the 
Osiiection Accounts (such redemption, the ‘Auction Call Redemption"). NotwRhstanding tiie foregoing, 
the holders of 100% of the aggregate outstanding prinopal amount of a Class of Notes may elect, in 
connection witii any Auction Call Redemption, to receive less than 100% of the Redemption Price tiiat 
would otherwise be payable to holders of such Class (and the Redemption Price shall be reckjced by 
such amount). 

If any of the foregoing conditions is not met respect to any Auction or If the highest bidder (or 
the highest bidder fCH* any subpool, as the case may be) fails to pay die purchase price before the sixth 
Business Day following the relevant Auction Date, (a) the ^ictirm Call Redemption will not occur on the 
Distribution Date following the relevant Auction Date, (b) the Auction Agent will notify the Trustee and the 
Trustee vrili give notice of the withdrawal, (c) subject to clause (d) below, the Trustee on behalf of the 
issuer will decline to consummate such sale and the Auction Agent will not solicit any further bids or 
otherwise negotiate any further Disposition of Underlying Assets in relation to such Auction and (d) unless 
the Notes are redeemed in full prior to the next succeeding Auction Date, the Auction Agent will conduct 
another Auction on the next succeeding Auction Date. 

The Notes may not be redeemed pursuant to an Auction Call Redemption unless, at least four 
Business Days before the scheduled Redemption Date, tiie Coltatera! Manager shall have furnished to 
the Trustee and any Interest Rate Swap Counterparty evidence, in forni satisfactory to the Trustee, that 
the Issuer has- entered into a binding agreement or agreements with (or guaranteed by) a financial 
Institution or Institutions (whose long-term unsecured debt obligations (other than such obligations whose 
rating is based on the credit of a p^on other than such institution) have a credit rating from each Rating 
Agency at least equal to the highest rating of (he Notes then outstanding or whose short-term unsecured 
debt obligations have a credit rating of at least "A-1' by Standard & Poor's and (if rated by Fitch) at least 
*F1' by Fitch and provided that in case such nnancial institution is the Colialeral Manager no credit rating 
is required) to sell, not later than the Business Day Immediately preceding the scheduled Redemption 
Date, in immediately available funds, all or part of the Underlying Assets at a sale price (Including in such 
price an amount equal to any accrued interest) which, together with the balance of the cash and Eligible 
Investinents In the Accounts (other than that in (he Interest Rate Swap Counterparty Collateral Account 
and the Synthetic Security Issuer Account), is at least equal to (I) the Redemption Amount and (ii) the 
Minimum Pref^nce Share Redemption Amount. 

Ciean-Up Cali Redemption 

At the direction of tiie Collateral Manager, the Notes will be subject to redemption by the Issuer, 
In whole but not in part (a "Clean-Up Call Redemption”), at the applicable Redemption Price on any 
Distribution Date which occurs on or after the Distribution Date on which the aggregate outstanding 
principal amount of the Notes is less than or equal to 10.00% of the original aggregate outstanding 
principal amount erf the Notes as of the Closing Date. Any such redemption may only be effected on a 
Distribution Date and only from the Disposition Proceeds of aU Collateral including the Eligible 
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investments credited to the Areounts (other than that hi the Synthetic Security Issuer Account) and ati 
Offsetting Trar^ctfons, 

Any Clean-Up Call Redemption (s subject to (a) the purchase of the Collaterai (other than die 
cash and Eligible Investments refened to in clause (ii) below) by the Collateral Manager or any of its 
Affiliates from the Issuer, on the scheduled Redemption Date, for a purchase ^ice in cash at least equal 
to (i) the Redempbcwi Amount minus (ii) .the balance of the cash and Eligible Investments in die Accounts 
(other than that in the S^thedc Security Issuer Account, but including the payment In hill to the Issuer of 
all amounts diat can be withdrawn under the Investment A^eement) and (b) the receipt by the Trustee, 
prior to such purchase, of die Collateral Manager's certlTfcation that the sum so recall^ satisdes clause 
(a). Upon receipt by the Trustee of the Collateral Manager's ceriiftcation, the Trustee and the Issuer shall 
take all actions necessary to s^i, assign and transfer the Coilatera! to the Coilateral Manage or any of its 
Affiliates upon payment In immediately available funds of the purchase price. The Trustee shall deposit 
such payment into the Collection Accounts and apply die funds therein in accordance with the Priority of 
Payments on such Redemption Date. 

Tax Redemption 

The Notes will be redeemable (such redemption, a *Tax Redemption"), In whole but not in part, 
by the Issuer at the direction of a Majority-in-Interest of Preference Shareholders or, so tong as the Class 
A-1 Notes are Outstanding, of the Controlling Class: provided that, the Conboillng Class may only direct a 
Tax Redemption in the event that, as a result of the relevant Tax Event, on a previous Paymerrt Date one 
or more of die Class A-la Notes, Class A-1b Notes, Class A-2 Notes or Class B Notes did not receive the 
amount that it otherwise would have received under the Prkxfty of Parents In the absence of such Tax 
Event. Any such redemption may only be effected on a Distribution Date at the applicable Redemption 
Price and only from the Disposition Proceeds of all Collateral including the Eligible Investments credited 
the Accounts (other than that In the Interest Rate Swap Counterparty Collateral Account and the 
Synthetic Security Issuer Account). No Tax Redemption may be effected, however, unless (1) all such 
Disposition Proceeds are used, in whole or in part, to make such Tax Redemption, ()l) such Disposition 
Proceeds (including the parent in full to the issuer of ait amounts that can be withdrawn under the 
investment Agreement) are sufTicient to pay in full the Redemption Amount, (III) a Tax Event shall have 
occurred and (iv) the Tax Materiality Condition is satisfied. 

A "Tax Event" will occur, whether or not as a result of any change in law or interpretation, If (a) 
any obligor Is required to deduct or withhold from any payment under any Underlying Asset to the Issuer 
for or on account of any tax for whatever reason, whether or not as a result of any change in law or 
Interpretation, and such obligor is not required to pay to the Issuer such additional amount as is 
necessary to ensure that the net amount actually received iTy the issuer (free and clear of taxes, whether 
assessed against such obRgor or the Issuer) wilt equal tile full amount that the Issuer would have 
received had no such deduction or withholding occurred, (b) the Issuer or an Interest Rate Swap 
Counterparty is required to deduct or withhold from any payment under any Interest Rate Swap 
,^reement for or on account of any tax and the Issuer is obligated to pay gross-up amounts to the 
relevant Interest Rate Swap Counterparty, or the relevant interest Rate Swap Counterparty Is not 
obligated to pay the Issuer such additional amount as ts necessary to ensure that the net amount anally 
received by the issuer (free and dear of taxes, whether assessed against such obiigcx^ or tiie issuer) will 
equal the full amount that the Issuer would have received had no such deduction or withholding occun-ed 
or (c) any net income, profits or similar tax Is imposed on the Issuer. The Tax Materiality Condition” 
wll be satisfied during any 12-month period if any combination of Tax Events results, in aggregate, in a 
payment, charge or tax burden to tfie Issuer In excess of U.S.$1,000,000. 
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Any Tax Redemption is subject to (a) the OisposiUon tfie Coliaterai (other Bian the cash and 
Eligible investments referred to in clause (ii) below} arranged by Uie Coliaterai Manager, on the 
scheduled Redemption Date, for a sale pmce in cash at least equal to (t) the Redemption ^ount minus 
(ii) the balance of Eiigibie Invesbnents and cash in the Accounts (other tttan that in tfie Interest Rate 
Swap Counterparty Collateral Account and the Synthetic Security Issuer Account), and (b) die receipt by 
the Trustee of certification frenn the Collateral Manager that the sum so received from the purchaser 
sadsfles dause (a). Upon receipt by the Trustee of the Collateral Manager's certification, the issuer shall 
take ail actions necessary to sell, assign and transfer (he Collateral to the prospective purohaser upon 
payment in immediately available funds of the sum referred to above and the Trustee shall release the 
Collateral from the ilen of the Indenture. The Cottaterai Manager or an Affiliate of the Collateral Manager 
may purdiasa tiie Co^aterat. The Trustee shall deposit such payment into the Collecticm Accxiunts. 

Redemption Price and Redemption Amount 

The amount payable in connection with an Auction Call Redemption, Optional Redemption, 
Clean-Up Call R^emption or Tax Redemption of any Note will be an amount equal to (a) the aggregate 
outstanding princ^l amount of such Note being redeemed, p/us (b) the accrued and unpaid interest 
thereon Cincludlng DefauRed interest and Deferred Interest and interest thereon, if any) (the "Redemption 
Price"). 

"Redemption Amount” means, witii respect to an Auction Cali Redemption, Optional 
Redemption, Clean-Up Call Redemptkm or Tax Redemption, an amount equal to the sum of (i) the 
Redempton Price In respect of all Notes and (it) all unpaid administrative expenses (including 
indemnities) and fees then due and payable of the issuers, including any termination payrnents payable 
by the Issuer under any Interest Rate Swap Agreement and the Synthetic Securities, the Management 
Fee due to the Collateral Manager and, with respect to an Auction Call Redemption, fees and expenses 
of the Auction Agent. 

Redemption Procedures 

Notice of any Auction Call Redemption. Optional Redemption, Clean-Up Cali Redemption or Tax 
Redemption will be given by first-class mail, postage pr^ld, mailed not less than ten days and not mom 
than 30 days prior to the date scheduled for redemption (with respect to such Auction Call Redemption, 
Optional Redemption, Clean-Up Call Redemption or Tax Redemption, the "Redemption Date"), to DTC, 
to the registered holders of the Regulation S Global Notes by delivery of the relevant notice to Euroclear 
and Clearstream (ex' communication by them to entitled accountholders and to each holder of Preference 
Shares at such holder's address in the Note Register or, m the case of the Preference Shares, the 
register of Preference Shares maintained under tiie Preferon^ Share Paying Agency Agreement (the 
"Share Register*), any Interest Rate Swap Counterparty, each Synthetic Security Counterparty, the Initial 
Investment Agreement Provider and to each Rating Agency. The Trustee will also give notice teereof to 
the Company ^nouncements Office of the Irish Stock Exchange. Notes must be surrendered at the 
offices of a Paying Agent under the Indenture in order to receive the applicable Redemption Price, unless 
the hdder provides (a) an undertaking to surrender such Note thereafter and (b). in the case of a holder 
that is not a Qualified institutional Buyer, such security or Indemnity as may be required by tiie Issuere or 
-the Trustee. 

Any notice of redemption may be withdrawn by the Issuer up to the fifth Business Day prior to the 
scheduled Redemption Date by wiften-notice to the Trustee, any Interest Rate Swap Counterparty, each 
Syntiietic Security Counterparty, the Initial Investment Agreement Provider and the Collateral Manager; 
provided that such notice is effective onty if the Disposition Proceeds and the Collateral Manager 
certificates (If any) required to be delivered to Uie Trustee vriUi respect to an Auction Call Redemption, 
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Optional Redemption, Tax Redemption or Clean-Up Cali Redemption have not been delivered to the 
Trustee by such date in form satisfactory to tiie Trustee. Notice of any such mttidrawai shall be given by 
tile Trustee to OTC, to the regist^ed holders of the Regulation S Global Notes by delivery of the relevant 
notice to Euroclear and Clearstream for communication by them to entitled accountholders and to each 
holder of Preference Shares at such holder's address in the Share Register. 

Cancellation 

Ail Notes tiiat are redeemed or paid and sunendered for cancellaUon as described herein will 
fonhwiti) be canceled and may not be reissued or resold. 

Form, Denomination, Registration and Transfer 

General 

(1) The Notes v^lch wH be offered by tite Initial Purchaser to persons that are not U.S. 
Persons and outside the United States will initially be represented by one or more Temporary Regulation 
S Global Notes in definitive, fully registered form, withcxit Interest coupons attached, deposited with the 
Trustee as custodian for, and registered in the name of, DTC or Its nominee, initially for the accounts of 
Eurociear and Ctearstieam. On the 40th day aftw whi^ ail of the Notes of any Class have been sold to 
investors other than the Initial Purchaser or its Affiliates, and subject to the receipt by the Trustee of a 
certificate in the form provided by the indenture from the person holding such interest, a benefidal 
inter^t in a Ctess of Temporary Regulation S Global Notes may be exchanged for an interest in a 
Penmanent Regulation S Global Note of such Class in fully registered form without coupons in an amount 
equal to the aggregate principal amount of such interest in the Temporary Regulation S Global Note. 
During tiie Distribution Compliance Period, beneficial Interests in a Regulation S Global Note may be held 
only through Euroclear and Clearstieam. By acquisition of a beneficial interest in a Regulation S Global 
Note, any purchaser thereof wilt be deemed to represent that it is not a U.S. Person and that. If in the 
futijre It decides to transfer such beneficial Interest. It will transfer such Interest only (x) to a non-U.S. 
Person In an offshore transaction in accc^ance with Regulation S, or (y) to a person who takes delivery 
In the form of a Restricted Note. Beneficial interests in each Regulation S Note will be shown on. and 
transfers thereof will be effected only through, records maintained by DTC and its direct and indirect 
participants, including Euroclear and Clearstream. 

(2) The Notes which will be offered by the Initial Purchaser in reliance upon an exemption 
from the registration requirements of the Securities Act (a) under Section 4(2) of the Securities Act or (b) 
pursuant to Rule 144A will be represented by one or more Restricted Global Notes in fully ragistered 
form, without interest coupons attached, deposited with the Trustee as custodian for. and registered in the 
name of, DTC or its nominee. By acquisition of a beneficial interest in a Restricted Note, any purchaser 
thereof wilt be deemed to represent that it Is a U.S. Person and that, if in the future it decides to transfer 
such beneficial interest, it vrili transfer such interest oniy (a) to a Qualified Institutional Buyer that is a 
Qualified Purchase*, or (b) to a nooU.S. Person in an offehore transaction In accordance with Regulation 
S. Restricted Ntrtes may not be transferred to non-U.S. Persons except in the form of a Regulation S 
Note. Interests In Restricted Global Notes will be shown on, and transfers thereof will be effected only 
Otrough. records maintained by DTC and Its direct and Indirect participants. 

(3) The Notes are subject to the restrictions on transfer set forth herein under 'Transfer 
Restrictions." 

(4) Owners of beneficial interests In Regulation S Global Notes and R^tricted Global Notes 
will be entitled or required, as the case may be, under certain limited circumstances described below, to 
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receive physical delivery of c^tihcated Notes (either a ’Restricted Definitive Note* or a "Regulation S 
Definitive Note* and collectively, "Definitive Notes*) in fully reglste’ed, definitive form. No owner erf an 
int^est In a Regtrfation S Global Note will be entitled to receive a Definibve Note (a) until after the 
expiratiem of the Distn'bution Comirfiance Period and (b) unless (i) for a person other ^an a distributor (as 
defined in Regulation S), such person provides certification that the Definitive Note will be ovmed by a 
person that is not a U.S. Person (as defined in Regulation S) or (ii) for a person that is a U.S. Person, 
such person provides certification that any interest in surrfi Definitive Note was purchased in a transaction 
that did not require registi'atlon under the Securities Act and that such person is a Qualified Purchaser. 
The Notes are not Issuable in bearer form. 

(5) Pursuant to the Indenture, the Trustee has been appointed and will serve as the registrar 
of tiie Notes (the *Note Registrar") and wiil provide for the registration of the Notes and the registration of 
transf^ of Notes in the register maintained by it (the "Note Register”). The Trustee has been appointed 
as a transfer agent with respect to the Notes (in such capacity, a Transfer Agent*). 

(6) The Notes (or interests therein) wHI be issuable in minimum denominations of 
U.S.$500,000 and in integral multiples of U.S.$1 .000 in excess thereof. 

Global Notes 

(1) So long as the depositary for a Global Note, or its nominee, Is the registered holder of 
such Gtobal Note, sudi depositary or such nominee, as the case may be, will be considered the absolute 
owner or holder of such Regulation S Note cw Restricted Note, as the case may be. represented by such 
Giobai Note fev all purposes under the Indenture and the Notes and members of, or participants in, the 
depositary (the 'Participants”}, as well as any other p^ons on whose behalf Participants may act 
(including Euroclear and Clearstream and account holders and participants therein), will have no rights 
under the Indenture or under a Note. Owners of beneficial interests in a Global Note will not be 
considered to be the owners or holders of any Note under the indenture or the Notes. In addition, no 
beneficial owner of an Interest in a Globa) Note will be able to exchange or transfer that intarest, except in 
accordance with the applicable procedures of the depositary and (in the case of a Regulation S Giobai 
Note) Euroclear or Clearstream (in addition to those und«r the Indenture), in each case to the extent 
applicabie (the 'Applicable Procedures"). 

(2) investors may hold their interests In a Regulation S Giobai Note directly through 
Euroclear or Clearstream, if they are participants in su^ systems, or indirectly through organizations 
which are participants in such systems. After Uie Distribution Compliance Period (but not eariler), 
investors may also hold such interests other than through Euroclear or Clearstream. Euroclear and 
Clearstream wiil hold interests in Regulation S Giobai Notes on behalf of their participants through 
customers’ securities accounts In their respective names on the books of their respective depositaries, 
which in turn vrill hold such interests in such Regulation S Notes in customers' securities accounts in the 
depositories’ names on the books of DTC. Investors may hold their interests in a Restricted Global Note 
directly through DTC, If they are participants In such system, or Indirectly through organizations whkrfi are 
participants in such system. 

(3) Payments of the principal of. and interest on, an individual Giobai Note registered in the 
name of a depositary or Ito nominee will be made to the depositary or its nominee, as the case may be, 
as the registered owner of the Global Note. None of the l^uer, the Trustee, the Note Registrar or any 
Paying Agent will have any responsibility or liability for any aspect of the records relating to or payments 
made on account of beneficial ownership interests In Giobai Notes or for maintaining, supervising or 
reviewing any records relating to such beneficial ownership interests. 
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(4) With respect to the Global Notes, the Issuer expects tiiat the depositary for any Global 
Note or its nominee, upon receipt of any parent of principal of or Interest on such Global Note, will 
credit the accounts of Participant wth payments In amounts proportionate to their respective beneficial 
interests in the principal amount of such Global Note as shown on the records of the depositary or its 
nominee. The issuer also expects that payments by Participants to owners of beneticiai interests in such 
Gk^al Note held tiirough such Participants will be governed by standing instiuctions and customary 
practices, as is now the case securities held for the accounts of customers registered in the name of 
nc^inees for such customers. Suc^ payments v4ll be the responsibility of such Participants. 

Definitive Notes 

interest In a Regulation S Note or a Restricted Note represented by a Global Note will be 
exchangeable or tisnsferaUe, as the case may be, for a Regulation S Note or a Restricts Note, 
respectively, tiiat is a Definitive Note if (a) DTC notifies the issuer that H Is unwilling or unable to ccmtinue 
as depositary f(K such Note, (b) OTC ceases to be a "Clearing Agency" registered under the Exchange 
Act. and a successor depositary Is not appointed by me issuer wHhin 90 days, (c) the transferee of an 
interest in such Global Note Is required by law to take physical delivery of securities in definitive form, (d) 
any Regulation S Global Note becomes immediately due and payable following an Event of Default under 
the Indenture, (e) DTC, Eurodear or Clearstream Is closed for business for a continuous period of 14 
days (other than by reason of holiday), (f) DTC, Eurodear or Clearstream announces an Intention 
permanentiy to cease business end no alternative clearance system satisfactory to the issuer Is available, 
(g) as a result of any amendment to, or change in. the laws rN* regulations of the Cayman Islands or of 
any authority therein or thereof having power to tax or in me interpretation or administration of such laws 
or regulations which becomes elfective on or after the Closing Date, the issuer or any Paying Agent is ot 
will be required to make any deduction or wimhddlng from any payment in respect of me Notes which 
would not be required were me Notes in definitive f«m or (h) me Issuer so elects by notice to the holders 
of the Notes, and OTC, Euroclear and/or Clearstream. as me case may be, do not ot^ecl. Upon the 
occurrence of any of the events described In the preceding sentence, the Issuer will cause Definitive 
Notes bearing an appropriate legend (a •Legend*) regarding restrictions on transfer to be delivered. 
Upon the transfer, exchange or replacement of Definitive Notes bearing a Legend, or upon specific 
request for removal of a Legend on a Note, me issuers shall deliver through the Trustee or any Paying 
/^ent to the holder and me transferee, as applicable, one of more Definitive Notes in certificated form 
corresponding to the principal amount of Dertnitive Nt^es surrendered for transfer, exchange or 
replacement that bear such Legend, or will refuse to remove such Legend, as me case may be, unless 
there is delivered to tiie Issuer such satisfactory evidence, which may include an opinion of U.S. counsel, 
as may reasonably be required by me issu^ that neither me Legend nor the restrictions on transfer set 
forth merein Is required to ensure compliance wim me provisions of me Securities Act or me investment 
Company Act. Definitive Notes will be exchangeable or transferable for interests in omer Definitive Notes 
as described below. 

Transfer and Exchange of Global Notes 

(1) Transfer of a Regulation S Note (or any interest therein) to a transferee who takes 
delivery of such Note (or interest therein) in the form of a Restricted Note (or any interest merein) may be 
made before or after the end of me Distribution Compliance Period, in accordance wim the Applicable 
Piocedures (in the case of Global Notes) and upon receipt by me Trustee, the Issuers and me Note 
Registiar of a ti'ansfer certificate in the form provided in the Indenture to me effect thaL among other 
mings, such bansfer is being made (a) to a person whom me transferor reasonably believes is a Qualified 
Institutional Buyer, acquiring such Notes (<»' any interest therein) for its own account ami to vtmom notice 
is given mat the resale, pledge or omer transfer is being made in reliance on me exemption ftmn ms 
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registration requirements of the Securities provided by Rule 144A and a Qualified Purchaser, and (b) 
in acccndance wittt any applicable securities taws of any state of the United States and any other relevant 
jurisdiction and liom the transferee in the form pro\nded for in the indentijre. An exchange or transf^ of a 
Note represented by a Definitive Note to a transferee who takes delivery of such Note in tiie form of a 
Restricted Gtobal Note may be made after the receipt by the Note Reglsbar or Transfer Agent, as the 
case may be, of the Definitive Notes to be so exchanged tx transferred and upon receipt by toe Trustee 
and the Issuers of a transfer certificate in the form provided in toe Indenture. 

An oiMfier of a beneficial interest in a Regulation S Global Note may transfer such interest in toe 
form of a beneficial interest in such Regulation S Global Note without the provision of written certification, 
provided that such transfer Is not made to a U.S. Person (x for the account or benefit of a U.S. Person 
and is effected, prior to the expiration of the Distribution Compliance Period, through Eurodear or 
Clearsb'eam or, after the expiration of the Distribution Comptiance Period, through a clearing system 
other than Eurociear or Clearstream, in an offshore transaction as required by Regulation S. 

(2) Transfer of a Restricted Note (or any interest therein) to a transferee who takes delivery 
of such Note (or interest therein) in toe form of a Regulatton S Note will be made only in accordance with 
toe Apf^icabie Procedures (in the case of Global Notes) and upon receipt by the Tmstee, toe issuers and 
toe Note Registrar of a transfer certificate in toe form provided in toe Indenture to toe effect that such 
transfer is being made to a non-U.S. Person in an offshore transaction (within the meaning of Regulation 
S) in acccxdance with Rule 904 of Regulation S. An exchange or transfer of a Note represented by a 
Definitive Note to a transferee who takes delivery of such Note in the form of a Regulation S Global Note 
may be made after the receipt by the Note Registrar or Transfer Agent, as the case may be, of the 
Deftoitive Ndes to be so exchanged or transferred and upon receipt by the Taistea and toe Issuers of a 
transfer certificate In toe form provided in toe indenture. 

An owner of a beneficial interest in a Restricted Global Note may transfer such interest in toe 
form of a beneficial Interest in such Restricted Global Note without the provision of written certification if 
the transferee is a Qualified Institutional Buyer and a Qualified Purchaser. 

(3) Transfers between Participants in DTC wtil be effected in the ordinary way In accordance 
with the Applicable Procedures and will be settled in Immediately available funds. Transfers between 
participants in Eurociear and Clearstream will be effected in the ordinary way In accordance v^h their 
respective rules and operating prcx:edures. 

(4) Notes in the form of Definitive Notes may be exchanged or transferred in whole or in part 
in the principal amount of authorized denominations by surrendering such Definitive Notes at the office of 
the Note Registrar or any Transfer Agent with a transfer certificate in the form provided in the Indenture. 
In addition, if the Definitive Notes being exchanged or transferred contain a Legend, additional 
certifications to the effect that such exchange or transfer Is in compliance with the restrictions contained in 
such Legend may be required. With respect to any transfer of a portion of a Definitive Note, the 
transferor will be entitled to receive, at any aforesaid office, a new Definitive Note representing the 
principal amount retained by the transferor after giving effect to such transfer. Definitive Notes issued 
upon any such exchange or transfer (whether in whole or In par!) will be made available at toe office of 
toe applicable Transfer Agent 

(5) For so long as any of the Notes are listed on the Irish Stock Exchange and toe rules of 
such exchange shall so require, toe Issuers will have a paying agent for such Notes in IrelarKt and 
payments on and transfers or exchanges of interests in such Notes may be effected through toe Irish 
Paying Agent If the Irish Paying Agent is replaced at any time during such period, notice of the 
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appointment of any replacement will be given to the Company Aniwuncements OffK^ of the Irish Stock 
Exchange. 

(6) No service charge will be made for exchange or registration erf transfer of any Note but 
the Trustee may require payment of a sum sufficient to cover any tax or governmental charge pa^ble in 
connection therewith and expenses of delivery (if any) not made by regular mail. 

(7) Definitive Notes issued upon any exchange or registration of transfer of Notes v^l! be 
\^lid obligations of ttie Issuera. evidencing ttie same debt, and entitled to the same benefito, as toe 
Definitive Notes surrendered upon exchange or registration of transfer. 

(B) The Trustee wlil effect transfers of Global Notes and. along with the Transfer Agents, will 
efferrf exchanges and transfers of Definitive Notes. In addition, the Note Registrar will keep in the Note 
Register records of the ovmership, exchange and transfer of any Note in definitive form. 

(9) The laws of some states require that certain persons take physical delivery of securities 
in definitive form. Consequently, any transfer of beneficial interests in a Note represented by a Global 
Note to such persons may require that such interests In a Global Note be exchanged for Definitive Notes. 
Because DTC can only act on behalf of Participants, which In turn act on behalf of indirect Participants 
arid certain banks, the ability of a person having a beneficial interest in a Global Note to pledge such 
Interest to persons or entities that do not participate in the DTC system, or otherwise take actions in 
respect of such interest, may require that such interest in a Global Note be exchanged for Definitive 
Notes, tnt^sts in a Global Note will be exchangeable for Definitive Notes only as described above. 

(10) Subject to compliance with toe transfer restrictions applicable to the Notes desaibed 
above and under “Transfer Restrictions,* cross-market transfers between DTC, on the one hand, and 
directly or indirectly through Euroclear or Clearstream participants, on the other, will be effected in DTC in 
accordance with DTC rules on behalf of Euroclear or Clearstream. as toe case may be, by Its respective 
depositary; however, such cross-market transactions will require delivery of instructions to Euroclear or 
Clearstream, as toe case may be. by the counterparty In such system in accordance with its rules and 
procedures and within its established deadlines (Brussels time). Euroclear or Clearstream, as the case 
may be, v^l). If the transaction meets Its settlement requirement, deliver Instructions to its respective 
depositary to take action to effect final settlement on its behalf by delivering or receiving interests In a 
Regulation S Global Note in DTC and making or receiving payment in accordance with normal 
procedures for same-day funds settiement applicable to DTC. Clearstream participants and Euroclear 
participants may not deliver instructions directly to the depositaries of Euroclear or Clearstream, 
respectively. 

(11) Because of time zone differences, cash received in Euroclear or Clearstream as a result 
of sales of interests in a Regulation S Global Note by or through a Euroclear or Clearstream participant to 
a DTC participant will be received with value on the DTC settlement date but will be available In the 
relevant Euroclear or Clearstream cash account only as of toe business day following settiement in DTC. 

(12) DTC has adsrised the Issuers that it will take any action permitted to be taken by a holder 
of Notes (including, without limitation, the presentation of Notes 1w exchange as described above) only at 
the direction of one or more Participant to whose account the DTC interests in the Global Notes are 
credited and only in respect of such portion of the aggregate {ixinclpal amount of toe Notes as to vtoich 
such Participant or Participants has or have given such direction. However, If there is an Event of Default 
und«’ toe Notes, DTC will exchange the Global Notes for Definitive Notes, iegended as appropriate, 
which it will distribute to its Participante. 
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{13) OTC has advised the issuers as foiiows: DTC is a limited-purpose trust company 
organized under the New Yori^ Banking Law. a 'banking organization’ withfri the meaning of the New 
York Banking Law, a member of the Federal R^etve System, a ’clearing coiporation* within dia meaning 
of the New York Uniform Commc^’ciai Coda and a 'clearing agency” registered pursuant to die provisions 
of S^tion 1 7A of the Exchange Act OTC was created to hoM securities for its Participants and facilitate 
the clearance and setdemenl of securities transactions between Participants through electronic book- 
entry changes in accounts of its Parficipants, thereby ellminaling the need for physical movement of 
certificates. Participants indude securities brokers and dealers, banks, trust companies and clearing 
corporations and may indude certain odier organizations. Indirect access to the DTC system Is available 
to odiers such as banks, brokers, deders and trust companies that clear through or maintain a custodial 
relationship a partidpant, eidier direct^ or indirectly (indirect partidpants*). 

(14) Although DTC. Eurodear and Clearslream have agreed to the foregoing procedures in 
order to facilitate fransfers of Interests in Global Notes among participants of DTC, Eurodear and 
Ciearstream, tiey are under no obligation to perform or con&iue to perform such procedures, and such 
procedures may be discontinued at any time. None of the Issuer, the Co^ssuer and the Trustee will have 
any responsibility ^ Uie performance by DTC. Eurodear ex' Clearslream or their respective Participants 
or indirect partidpante of their respective obligations under the rules and procedures govm'ntng their 
(derations. 

(15) The Issuer may impose additional transfer restrictions to comply with the USA PATRIOT 
Act, or any similar laws or regulations to ttie extent they are applicable to the Issuer, and each holder of 
S6»curities wit be required to comply with such transfer restrictions. 

Preference Shares 

The Pref^’ence Shares will be issued In fully registered, definitive form, registered in the name of 
the legal owner thereof (or a nominee acting on behalf of the disclosed legal owner thereof). No 
Prefdence Share may be transferred except in accordance wi0i the terms set forth in the Issuer Charter 
and the Preference Share Paying Agency Agreement 

No Gross-Up 

All payments made by the Issuer under the Notes will be made without any deduction or 
withholding for or on the account of any tax unless such deduction or withholding is required by applicable 
law, as modified by the practice of any relevant governmental revenue authority, then in effect. If (he 
Issuer is so required to deduct or withhold, then ^e Issuer will not be obligated to pay any additional 
amounts in respect of such withholding or deduction. 

The Indenture 

The fdllovilng summary describes certain provisions of the Indenture. The summary does not 
purport to be complete and is subject to, and qualified in Its entirety by reference to. the provisions of the 
Indenture. 

Events of Default 

An 'Event of Defeuit" is defined in the Indenture as: 

(a) a default on any Distribution Data in the payment of any interest accrued during the 
interest Penod immediately preceding such Distribution Date (i) on any Class A Note or 
Class B Note, (11) if there are no Class A Notes or Class B Notes outstanding, on any 
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Class C Note, (iii) If there are no Class A Notes, Class B Notes or Class C Notes 
outstanding, on any Class D Note (tv) if there are no Class A Notes, Class B Notes, 
Class C Notes, or Class D Notes outstanding, on any Class £ Note, when ttie same 
becomes due and payable, in each case w^ich default continues for a period of three 
Business Days (or, in the case of a failure to make such payment resulting, as certified in 
wilting by the Trustee, solely from an administrative error or omission by the Trustee, the 
Admlnlstralw, any Paying Agent or the Note Registi-ar, seven days): 

(b) a default in the payment of principal of any Nc^e at its Stated Maturity or Redemption 
Date or, in the case of a failure to make such payment resulting solely from an 
administi’ative error or omteslon by the Administrator, the Trustee, any Paying Agent or 
the Note Registrar which continues for a p«1od of seven days; 

(c) the failure on any Distribution Date to disburse amounts (other than a default In payment . 
described in clause (a) or (b) above) available in the Interest Collection Account or 
Principal Collection Account in accordance wth the order of priority set forth above under 
"—Priority of Payments*, which failure continues for a period of two Business Days or, in 
the case of a failure resulting solely from an administrative error or omission by the 
Trustee. Uie Administrator, any Paying Agent or the Note Registrar, which failure 
a?ntinues for a period of seven days; 

(d) either of the Issuers becwnes an Investment company required to be registered under 
the Investment Company Act. 

(e) a default in the p^ormance, or breach, of any other covenant or other agreement (other 
ttian any covenant to meet the CoKaterai Quality Tests or the Coverage Tests) of the 
Issuer or the Co-Issuer under the indenture or any representation or warranty of tiie 
Issuer or the Co-Issuer made in U\e indenture or in any certificate or other writing 
delivered pursuant thereto or in connection therewith proves to be incorrect in any 
material respect when made, and the continuation of such default or breach ^or a period 
of 30 days (ot, if such default or breach has an adverse effect on the validity, perfection 
or priofity of the security Interest granted under the Indenture, 15 days) after any of the 
Issuer, the Co-issuer or the Collateral Manager has actual knowledge thereof or after 
notice thereof to the Issuer and the Collateral Manager by the Trustee or to the Issuer, 
the Collateral Manager and the Trustee by Uie holders of at least 50% in aggregate 
outstanding principal amount of Notes of the Controlling Class; 

(f) certain events of bankruptcy, insolvency, receivership or reorganization of either of the 
Issuers (as set forth in the Indenture); 

(g) one or more final judgments being rendered against either of the Issuers that exceed, tn 
the aggregate. U.S.Sl .000,000 (or such lesser amount as each Rating Agency may 
specify) and v^ich remain unstayed, undischarged and unsatisfied for 30 days after such 
judgment(s) becomes nonappealable, unless adequate funds have been reserved or set 
aside for the payment thereof; or 

(h) the Class A-1 OC Ratio falls below 100%. 

If either of the Issuers obtains knowledge, or has reason to believe, that an Event of Default has 
occun’ed and is continuing, such Co-Issuer is obligated to promptly notify the Tnjstee, the Preference 
Share Pa^ng Agent, the Collateral Manager, the Noteholders, any Interest Rate Swap Counterparty, the 
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Security Counterparty, the Initial Investment Agreement Provider, the otfter of ttie issuers and 
each Rating Agency of such Event of Default in wriUng. 

If an Event of Default occurs and is conUnuing (other than an Event of Default described in clause 
(!) under "Events of Default" above), the Tmstee (at the direction of the holders of a majority in aggregate 
outstanding principal amount of the Controlling Class) by rwtice to the Issuers, or holders of a majCMity in 
aggregate outstending principal amc^nt of the Controlling Class by notice to the Issuers end Trustee, 
may declare the principal of and accrued and unpaid Int^est on all of the Notes to be immediately due 
and payable. If an Event of Default described in clause (f) above under "Events of Default" occurs, such 
an acceieration will automalicalty and without any further action. Notwithstanding the foregoing, if 
the sole Event of Default is an Event of Default described In clause (a) or clause (b) above under "Events 
of Defaulf with respect to a default In the payment of any principal of or interest on the Notes of a Class 
odier dian the Controlling Class, neither the Trustee nor the holders of such non-Conbolling Class vtrill 
have the right to declare such principal and other arrKMinls to be immediately due and payable. Any 
declaration of acceleration may under certain circumstances be rescinded by the holders of at least a 
majority in aggregate outstanding principal amount of Notes of the Controlling Class. The "Controlling 
Class" will be the Class A-lb Notes or. If there are no Class A-1b Notes outstanding, the Class A'1a 
Notes or, if there are no Class A-la Notes or Class A-lb Notes outstanding, the Class A-2 Notes or, if 
there are no Class A-1a Notes, Class A-lb Notes or Class A-2 Notes outstanding, the Class B Notes or. if 
there are no Class A-1b Notes, Class A-1a notes. Class A-2 notes or Class B Notes outstanding, the 
Class C Notes or, if there are no Class A-1b Notes, Class A-la notes, Class A-2 notes, Class B Notes or 
Class C Notes outstanding, the Class 0 Notes or, if there are no Class A-1b Notes, Class A-1a notes, 
Class A-2 notes. Class B Notes, Class C Notes or Class D Notes outstanding, the Class E Notes. 

If an Event of Default occurs and Is continuing v^en any Note is outstanding, the Trustee will 
retain die Collateral Intact and collect ail payments in respect of the Collateral and continue making 
payments In the manner described under * — Priority of Payments" unless: 

(a) the Trustee, or an independent investment banking Hrm of national reputation selected by 
the Trustee at the expense of the issuer, determines that the anticipated net proceeds of 
a sale or liquidation of such Collateral would be sufficient to discharge In full the amounts 
then due and unpaid on the Notes and certain administrative expenses (including any 
amounts due to the Collateral Manage and any Interest Rate Swap Counterparty) in 
accordance with the Priority of Payments and the holders of a majority in aggregate 
outstanding principai amount of die Controlling Class agree with such determination; 

(b) the holders of at least 66 2/3% in aggregate outstanding principal amount of each Class 
of the Notes voting as a separate Class (and (I) any Interest Rate Swap Counterparty, 
unless no early termination payment vn^uld be owing by the Issuer to the relevant interest 
Rate Swap Counterparty or it will be paid in fufl alt amounts owing to It by the issuer and 
(li) die Synthetic Security Counterparty, unless no payment would be owing by the issuer 
to the S^thetic Security Counterparty or It will be paid in full al! amounts owing to It by 
die Issuer) direct, subject to die provisions of die Indenture, the sale of the Collateral; or 

■ (c) with resf»ct to an Event of Default pursuarrt to paragraph (a), (b) or (h) of the definition of 
Event of Default the Holders of at least sixty-six and two-thirds p^ent (66 %) of the 
Aggregate Outetanding Amount of the Contrt^ling Class, so long as any Class A-1 Notes 
remain Outstanding, direct die sale and fiquidadon of the Collateral. 

if an EvOTt of Default occurs and is continuing and condition (a), condition (b) or condition (c) 
above is satisfied, die Trustee will liquidate the Collateral, irrciuding the termination or novation of the 
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Synthetic Securities, and terminate any Interest Rate Swap Agreentent and. on the second Business Day 
(the 'Accelerated Maturity Date*) following the Business Day on which the Trustee notifies the issuer, 
the Collateral Manager and each Rating Agency that such liquidation and su<^ tennination Is completed, 
apply the proceeds tfiereof, net of reasonable costs of collectic^ and ffiiforcement, in accordance with the 
Priority of Payments described above under 'Priwity erf Payments — Interest Proceeds' and 'Priority of 
Payments^ — Principal Proceeds.' Tbe Accelerated Maturity Date will be treated as a Distribution Date. 

The holders of a majority in aggregate outstanding principal amount of Notes of the Cemtrolling 
Class will have ttie right to direct the Trustee In the conduct of any pmceedings for any remedy available 
to tiie Trustee, provided that (a) such direction will not conflict with any rule of law or the indenture; (b) the 
Trustee may take any other action not Inconsistent with such direction (and the Trustee need not take any 
action whether pursuant to direction from the Controlling Class or othenwise that it determines might 
Involve It In liability unless It has received Indemnity against such liability as set forth in (c)); (c) the 
Trustee has been provided indemnity satisfactory te it; and (d) any direction to undertake a sale of 
the Collateral may be made only as described in the preceding paragraph. 

Pursuant to the Indenture, as security for the payment by the Issuer of the compensation and 
expenses of the Trustee and any sums the Trustee may be entitled to receive as Indemnification by the 
Issuer, the issuer will grant the Trustee a lien on the CoRaterai. which lien is senior to die lien of the 
Secifl'ed Parties. The Trustee's lien will be exercisable by the Trustee only If the Notes have been 
declared due and payable following an Event of Default and such acceleration has not been rescinded or 
annulled. 

Subject to the provisions of d)e Indenture relating to toe duties of toe Trustee, in case an Event of 
Default occurs and is continuing, toe Trustee will be under no obligation to exercise any of the rights or 
powers under the Indenture at the request of any holders of any of the Notes, unless such holders have 
offered to the Trustee reasonable security or indemnity. 

The holders of a majority in aggregate outsfandlrtg principal amount of Notes of the ConlnrfDng 
Class, acting together with each Synthetic Security Counterparty, may, prior to the time a Judgment or 
decree for the payment of money due has been obtained by the Trustee, waive any past default on behalf 
of the holders of all the Notes and Its consequences, except a default in the payment of the principal of 
any Note or in the payment of interest (Including any Deferred Interest, Defaulted Interest or interest 
to^eon) on the Class A Notes or, after the Class A Notes have been paid in full, toe Class B Notes or, 
after the Class B Notes have been paid in full, the Class C Notes, after the Class C Notes have been paid 
in full, the Class D Notes, or after the Class D Notes are paid In full, toe Class £ Notes, or In respect of a 
provision of toe Indenture that cannot be modifted or amended without the waiver or consent of the holder 
of each outstanding Note affected thereby or arising as a result of an Event of Defauil described in clause 
(d) above under 'Events of Default* Notwithstanding any such grant of a waiver, an Interest Rate Swap 
Counterparty may rescirxf such waiver by notice to the Trustee, toe Collateral Manager, each Synthetic 
Security Counterparty and the holders of the Contr<rfling Class of Notes (given within ffve Business Days 
after receipt of notice of such waiver) if toe relevant interest Rate Swap Counterparty delivera a 
certification to the effect that such waiver will have a material and adverse effect rm such Interest Rate 
Swap Counterparty. 

No holder of a Note will have the right to Institute any proceeding with raspect to the Indenture 
unless (a) such holder previously has given to the Tnjstee written notice of an Event of Default, (b) except 
In certain cases of a default in the payment of principal or interest, the holders of at least 50% In 
aggregate outstanding principal amount of toe Notes of the Controlling Class have made a written request 
upon the Trustee to institute such proceedings in its own name as Trustee and such holders have offered 
the Tnjstee reasonable indemnity, (c) the Trustee has for 30 days failed to institute any such proceeding 
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and (d) no direction inconsistent with sudi written request has been given to the Tnjstee during such 30- 
day period by the holders of a majority in aggregate outstanding principal amount of the Notes of the 
Controlling Class. 

!n determining whether the holders of the requisite percentage of Notes or requisite percentage in 
Merest of Preference Shareholders have given any direction, notice or consent, (a) Notes owned by the 
Issuer, the Co-Issuer or any affiliate thereof shall be disregarded and deemed not to be outstanding and 
(b) in relation to any assignment or terminabon of the Management Agreement (Indudlng the exercise of 
any right to remove toe Collateral Manager (x terminate the Management Agreement) or any amendment 
or other modification of toe Management Agreement or the Indenture increasing toe rights or decreasing 
toe obligations of toe Coilatera! Manager. Collateral Manager Securities shall be disregarded and deemed 
rK)t to be outstanding. Collateral Manager Securities shall be disregarded and deemed not to be 
outstanding for purposes of determining whether holders of toe requisite percentage in interest of 
Preference Shares have approved certain acquisitions of Underlying Assets from the Collateral Manager 
or its Affiliates. The Coiiaterai Manager and its Affiliates wM be entitled to vote Notes and Preference 
Shares held by them with respect to all matters other than those described In the foregoing clausa (b) 
(including toe sei^^n of or consent to a successor coSateral manager that Is not an Affiliate of toe 
existing Collateral Manager). Tbe term "Collateral Manager" for purposes of this paragraph includes any 
successor or successors to HBK Investments LP. and any of HBK Investments L.P.'s affiliated 
subadvisons. 

Notices 

Nobces to the Noteholders will be given by first-class mail, postage prepaid, to the registered 
Noteholders at their addresses appearing in the Note Register, in addibon, for so long as any of the 
Notes are listed on the Irish Stock Exchange and toe rules of such exchange so require, notices will also 
be given to the Company Announcements Office of toe Irish Stock Exchange. 

Mo<;lification of toe Indenture 

With toe consent of (a) the holders of not (ess than a majority of each Class materially and 
adversely affected thereby and all of the Preference Shareholders if materially and adversely affected 
thereby, (b) the consent of any Interest Rate Swap Count^arty adversely affected thereby, (c) toe 
consent of toe Syntoebc Security Counterparty adversely affected thereby, and (c) toe consent of toe 
initial investment Agreement Provider adversely affected thereby, the Trustee and Issuers may enter into 
one or more indentures to add any provisions to, or change in any manner or eliminate any of toe 
provisions of. toe Indenture or modify in any manner the rights of toe Noteholders of such Class, the 
Preference Shareholders, any Interest Rate Swap Counterparty, Synthetic Security Counterparty or the 
initial Investment Agreement Provider, as toe case may be. under the Indenture. Unless nobfied by 
holders of a majority in aggregate outstanding principal ^ount of any Class of Notes, a MaJority-!n- 
Interest of Preference Shareholders, any Interest Rate Swap Counterparty, the Synthetic Security 
Counterparty or the Inibal investment Agreement Provider that such Class of Notes or toe Preference 
^ares, as toe case may be, will be materially and adv^ely affected, or any interest Rate Swap 
Counterparty will be adversely affected, or toe Synthetic Security Counterparty vrill be adversely affected, 
or the Inibal Investment Agreement Provider will be adversely affected, toe Trustee may, consistent vwto 
toe written advice of counsel, determine whether or not surto Class of Notes or the Preference Shares 
would be mat^ally and adversely affected, or any interest Rate Swap Counterparty would be adversely 
affected, or toe S^thetic Security Counterparty would be adversely affected, or the inibal Investment 
Agreement Provider would be adversely affected, by such change (after giving 15 Businetss Days' notice 
of such change to toe holders of such Class of Notes, toe Preference Shareholders, any Interest Rate 
Swap Counterparty and the Inibal Investoient Agreement Provider). Such determinabon shaii be 
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conclush^ and binding on afi present and future Noteholders, the Prefer^oe Shareholders, any Interest 
Rate Swap Cmint^party, the Synthetic Security Counterparty and the Initial Investment Agreement 
Provider. 

Notwithstanding the foregoing, the Trustee may not enter into any supplemental indenture w^out 
the consent of each hold^ of each outetanding Note of each Class affected thereby and each Preference 
Shareholder if the Preference Shares are affected by the supplemental indenture if such supplemental 
indenture: 

(a) changes the Stated Maturity of any Note the scheduled redemption date of the 
Preference Shares the due date of any installment of interest on any Note or 
distribution of Excess Interest in respect of a Preference Share, reduces the principal 
amount of any Note or the rate of interest thereon, or the redemption price with respect to 
any Note or Pref^nce Share, changes the earliest date on which the issuer may 
redeem any Note or Preference Share or the amount of Excess interest or Excess 
Principal Proceeds pa^bte in respect of a Preference Share, changes the proNnslons of 
the Indenture relating to the application of (xt>ceeds of any Collateral to the payment of 
principal of or interest on the Notes or the payment of Excess Interest and Excess 
l^ncipai Proceeds in respect of the Preference Shares, changes any place where, or the 
coin or currency In v^^iich, any Note or any Preference Share, or the principal thereof or 
interest thereon or any Excess Interest or Excess Principal Proceeds in respect thereof, 
respectively, is payable, or Impairs the right to institute suit for the enforcement of any 
such payment on or after the Stated Maturity tfiereof or the scheduled redemption date of 
the Preference Shares (or, in the case of redemption, on or after the applicable 
redemption date); 

(b) reduces the percentage in aggregate outstanding principal amount of holders of Notes of 
each Class or the percentage of Preference Shares whose consent Is required for the 
authorization of any supplemental indenture or for any waiver of compliance with 
applicable provisions of the Indenture or certain defaults thereunder or their 
consequences; 

(c) Impairs or adversely affects the Coiiaterai pledged under the Indenture except as 
otfierwise permitted thereby; 

(d) permits the creation of any lien ranking [ywr to or on a parity witti the lien created by the 
indenture with respect to any part of the Collateral or terminates such lien on any 
property at any time subject thereto or deprives the holder of any Note of the security 
afforded by the iien created by the Indenture; 

(e) reduces (he percentage of the aggregate outstanding principal amount of holders of 
Notes of each Class whose consent is required to request that the Trustee preserve the 
Collateral pledged under the Indenture or reseed the Trustee's election to preserve the 
Coiiaterai or to sett or liquidate the Coliats'at pursuant to the Indenture; 

(f) modifies any of the provisions of the IndenUira with respect to supplemental indentures 
requiring the consent of Noteholders except to increase the percentage of outstanding 
Notes {or percentage of Reference Shares) whose holders' consent Is required for any 
such action or to provide that other provisions of the Indenture cannot be modified or 
waived without the consent of the holder of each outstanding Note or Preference Share 
affected thereby; 
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(g) modifies the definition of the temi "Outetandlng," the Priority of Payments or the 
subordination provisions of the Indenture; 

(h) changes the permitted minimum denominations of any Ciass of Notes or the minimum 
number of Preference Shares; or 

(i) modifies any of file provisions of the trKfenfijre in such a manner as to affect the 
calculation of the amount of any payment of interest on or principal of any Note c»' the 
calculation of the amount of Excess interest or Excess Principal Proceeds with respect to 
the Preference Shares on any Distrtoution Date or the right of the Noteholders or the 
Preference Shareholders to the benefit of any provisions tor the redemption of such 
Notes or f^ference Shares contained in the Indenture; 

provided that no such supplemental indenture shall modify the rights of the Preference Shareholders 
without the vwttten consent of each Preference Shareholder. At any time that any Class of Notes is rated 
by any Rating Agency, the Tnjstee shall not enter into any such supplemental indenture if, as a result of 
such supplemental irxjenture, the Rating Condition would not be satisfied with respect to such 
supplemental indenture, unless each holder of Notes of each Class whose rating will be reduced or 
\A^drawn has consented to such supplemental Indenture and each such Noteholder was notified prior to 
or at the time of its consent that a reduction or withdraival of Standard & Poor's ratings was tlk^ to occur. 

The Issuers and the Trustee may also enter into supplemental Indentures without obtaining the 
consent of the holders of any Notes or Preference Shares or any Interest Rate Swap Counterparty, the 
S^thetlc Security Counterparty or the initial Investment Agreement Provider in order to. among other 
things: 

{a) evidence the succession of any person to the issuer or (he Co-Issuer and the assumption 
by such successor of the covenants in the Indenture and the Notes or to change the 
name of the Issuer or the Co-Issuer; 

(b) add to the covenants of the issuers or the Trustee for the benefit of the holders of all of 
the Notes and Preference Shares or to surrender any right or power conferred upon the 
Issuers; 

(c) convey, transfer, assign, mortgage or pledge any property to or with the Trustee; 

(d) evidence and provide for the acceptance of appointment under the indenture by a 
successor trustee, collateral manager, listing agent, caloilation agent, custodian, 
securities Intermediary, note registrar, paying agent and/or collateral administrator and 
the compensation thereof and to add to or change any of the provisions of the Indenture 
as shall be necessary to facilitate the administration of the trusts under the Indenture by 
more fiian one Trustee; 

(e) correct or amplify the description of any i:»pperty at any time subject to the lien created by 
the Indentore, or to better assure, convey and confirm unto the Trustee any property 
subject or required to be subject to the Uen created by the Indenture (including, withcHit 
limitation, any and all actions necessary or desirable as a result of changes in law or 
regulations) or to subject to the lien created by the Indenture any additional property; 

(!) make adminisfiative and other norwnaterial changes as the Issuer deems appropriate; 

(g) obtain ratings on one or more Classes of Notes from any rating agency; 
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(h) with the prior written consent of the CoHaterai Manager, modify the restricUorrs m and 
procedures for resales and o^er dansfers of the Notes to reflect any changes in 
applicable taw or regutaUon (or the int^retation ihereoO or to enable the Issuers to rely 
upcm any less restrictive exemption from registration und^ the Seoirities Act or the 
Investment Company Act or to remove restrictions on resale and transfer to extent 
not required thereunder, 

(i) wiBi the prior written consent of the Collateral Manager, correct any Inconsistency, defect 
or ambiguity in the IndanttJre; 

(j) with the pmcH- written consent of the Collateral Manager, modify the restrictions on and 
procedures for resales and other transfers of the Notes to reflect any changes in 
applicable law or regulation (or the intoTpretalion thereof) or in accordance vi^th the USA 
PATRIOT or other similar applicable laws or regulations to enable the issuers to rely 
upon any less restrictive exemption from registration under the Securities Act or the 
Investment C<^pany /^t or to remove restrictions on resale and transfer to the extent 
not required thereunder: 

(k) aNmid the imposition of tax on the net income of the Issuer (or to reduce the amount of 
such tax payable by ttie Issuer) or of withholding tax on any payment to ttie issuer, or 
prevent the Noteholders, the Preference Shareholders or the Trustee from being subject 
to withholding or other taxes, fees or assessments, or prevent the Issuer from being 
treated as engaged In a United States trade or business for U.S. federal income tax 
purposes or otherwise subject to U.S. federal, state, local or foreign Income or frarx^hise 
tax on a net income tax basis, or avoid the Issuer being required to register as an 
investtnent company under the Investment Company Act (or to reflect any change 
penmitted by the Indenture to avoid the occunance of a Tax Event or the existence of a 
Tax Materiality Condition); provided that such action vrill not cause the Noteholders to be 
adversely affected to any material extent by any change to the timing, character or 
source of the income from the Note; 

(l) with the prior written consent of the Collateral Manager, to avoid the consolidation of the 
Issuer with the Collateral Manager on the financial statements of the Collateral Manager; 

(m) accommodate the issuance of any Class of Notes as definitive notes; 

(n) If 100% of the Preference Sharehdders request in wriKng to the Issuer and the Trustee, 
accommodate the issuance of additionai Preference Shares with terms identtcai to those 
of ttie existing Preference Shares; 

(o) if the Collateral Manager consents, modify the Auction Procedures; and 

(p) correct any manifest enor in any provision of the indenture upon receipt by the Trustee of 
written direction from the Issuers describing in reasonable detail such error and the 
modification necessary to correct such error; 

proWded that, in each such case, such supplemental IrKfenti^e would not materially and adversely affect 
any holder of Notes or any Preference Shareholder or adversely affect any Interest Rate Swap 
Count«party, the Synthetic Security Counterparty or the Initial Investment Agreement Provider. Unless 
notified by holders of a majority in aggregate outstarKiing principal amount of Notes of any Class, a 
Ma)ority-ln-lnterest of Preference Shareholders, any interest Rate Swap Counterparty, the Synthetic 
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Security Counterparty or &>e Initial Investment Agreement Rovider that such Class or the Preference 
Shareholders wlii be materially and adversely affected, or any Interest Rate Swap County-party wit be 
adversely affected, a the Synthetic Security Counterparty will be adversely affected, or &ie Initial 
Invesbnent Agreement Provider wll be adversety affected, the Trustee may rely upon an opinion of 
counsel as to v^ether the interests of any Noteholder or Preference Shareholder would be materially arKi 
adversely affected, or any Interest Rate Swap Counterparty would be adversely affected, or the Synthetic 
Security Counterparty would be adversety affected, or the Initial Investment Agreement Provider would be 
adversely affected, by any such supplemental indenture (after giving ten days' notk:e of such change to 
each Noteholder, Preference Shareholder, any Interest f^te Swap Counterparty, the Synthetic Security 
Counterparty and the Initial Investinent Agreement Provider). The Trustee may not enter into any suc^ 
supplemental indenture if. with respect to such supplemental indenture, the Rating Condition vmuid not 
be satisfied; unless (i) each holder of Notes of each Class with respect to which tiie Rating Ckmdition 
would not be satisfied consents to such supfriemental indenture arxf (ii) each such Noteholder was 
notified prior to or at the time of Its consent that a reduction or withdrawal of Standard & Poc^s ratings 
was likely to occur. 

Notwithstanding any of the foregoing, the Trustee may not enter into any supplemental indenture 
without the prior written consent of the Collateral Manager, any Interest Rate Swap Coimterparty, the 
Synthetic Security Countenparty or the initial investment Agreement Provider, if such supplemental 
indenture adversely affects such party (as determined by such party in its reasonable judgment) in any 
respect (x changes the rights or obiigations of such party in any respect. 

Modification of Certain Other Documents 

Prior to entering into any amendment or other modification of, or consenting to or directing any 
assignment or termination of the Management Agreement or any Interest Rate Swap Agreement, the 
Issuer Is required by the Indenture to obtain the written confirmation of each Rating Agency that the 
Rating Condition is satisfied with respect to such amendment, modification, assignment or termination. 
Prior to entering into any waiver in respect of any of the foregoing agreements, the issuer Is required to 
provide each Rating Agency, the Collateral Manager, any Interest Rate Swap Counterparty, the Synthetic 
Security Counterparty, the Controlling Class of Notes (for so long as any Class A-1 Notes remain 
Outstanding) and the Trustee with written notice of such waiver. The Indenture also provides that the 
Issuer may not amend or modify, or consent to or direct any assignment or termination of the 
Administration Agreement without the prior written consent of a Special-Majorily-in-lnterest of Preference 
Shareholders, any Interest Rate Swap Counterparty and the Synthetic Security Counterparty (If such 
interest Rate Swap Counterparty or Synthetic Security Counterparty would be adversety affected 
thereby). The Synthetic Security Counterparty will be an express third party beneficiary of the Indenture. 

Consolidation. Merger or Transfer of Assets 

Except under the limited circumstances set forth in the Indenture, neither of the Issuers may 
ccmsolidate with, merge into, or transfer or convey all or substantially all of its assets to, any other 
corporation, partnership, trust w other person or entity. 

Petitions for Bankruptcy 

■Rie Indenture provides that the Noteholders agree not to cause the filing of a petition for vending 
up or a petition In bankruptcy against the Issuer or the Co-issuer before one year (ch-. ff tonger, tiie 
applicable preference period then in effect, including any period established pursuant to the laws of the 
Cayman Islands) and one day have elapsed since the payment In full of all Notes. 
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Satisfactton and Discharge of indenture 

The Indenture will be discharged witti respect to the Collateral upon delivery to the Trustee for 
cancellation of all of the Not^, or. within certain limitations (including the obligation to pay principal and 
interest, including Deferred Irrterest, Defaulted Interest and int^est on Defaulted Interest), upon deposit 
with the Trustee of funds sufficient for the payment or redemption thereof and the parent by the Issuers 
of all oth^ amounts due under the Notes, the IndenUire, any interest Rate Swap Agreement (including ail 
relevant termination parents), the Administration Agreement, the Preference Share Paying /^ency 
Agreement and the Management Agreement. 

Trustee 

Deuteche Bank Trust Cc^pany Americas will be the Trustee under the Indenture. The Issuers, 
the Collat^al Manager and ^eir respective affiliates may maintain other banking relationships in the 
ordinary course of t»jsiness with the Trustee. The payment of the fees and expenses of the Trustee is 
sol^y the obligation of Uie t^uers. The Trustee arxl its affiliates may receive compensation In 
connection wttti tiie investment of trust assets in certain Btgibie Investments as provided in the Indenture. 
Eligible Investments may include investments for which the Trustee and/or its affiliates provide sendees. 
The Indenture cx>ntains provisions fex' the indemnification of the Trustee for any loss, liabiPty or expense 
incurred without negiigence, willful misconduct or bad faith on its part, arising out of or in connection wtth 
the acceptance or administration of the indenture. Pursuant to the indenture, the Issuer has granted to 
the Trustee a lien senior to that of the Noteholders to secure payment by the Issuer of the compensation 
end expenses of tfie Trustee and any sums the Trustee may be entitled to receive as indemnification by 
tfie issuer under the Indenture (subject to the dollar fimitatiems set forth In the Priority of Payments with 
respect to any Distribution Date), which lien the Trustee is entitled to exercise only under certain 
circumstances. The Trustee may resign at any time by giving written notice of such resignation to the 
Preference Share Paying Agent, the Issuers, the Noteholders, the Collateral Manager and each Rating 
Agency. TT»e Trustee may be removed by 66 2/3% in aggregate outstanding principal amount of the 
Notes (voting together as a single Class) or, at any time when an Event of Default shall have occurred 
and be continuing or when a successor Trustee has been appointed pursuant to the Indenture, by a 
majority In aggregate outstanding principal amount of the Controlling Class. No resignation or removal of 
the Trustee will become effective until the acceptance of the appointment of a successor Trustee. In the 
Indenture, the Trustee will agree rK3t to cause the filing of a petition fw winding up or a petition in 
bankruptcy against the Issuers for nonpayment to the Trustee of amounts payable thereunder until at 
least one year, or longer, the applicable preference period then in effect including any period 
established pursuant to the laws of the Cayman Islands, and one day after the payment in full of all of the 
Notes. 


Characterization of the Notes 

The issuer will treat the Notes as indebtedness of toe Issuer for U.S. federal, state and local 
income tax purposes. The indenture will provide that each holder, by accepting a Note, agrees not to 
take any action inconsistent with such treatment unless requked by law. 

Governing Law 

The Notes, the Indwtore, the Subscription Agreement, the Management ^reement, toe 
Collateral Administration Agreement, any Interest Rate Swap Agreement, each Synthetic Security, the 
Initial Investment Agreement, toe Preference Share Paying Agency Agreement and toe Note Purchase 
Agreement will be gov^ed by the law of the State of New York. The Issuer Charter, toe Preference 
Shares and the Administration Agreement will be governed by the law of the Cayman Islands. 
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Reports 

The Issuer will deliver, or cause to be delivered, a monthly report (die "Monthly Report"), except 
fw die mcmths when it prepares the Note Valuation Repc^ describe below, containing certain 
information regarding, among other things, the charac^erls^cs and perfonmance of the Underlying Assets 
included in the Collateral. The Issuer will deliver, cause to be delivered, as of each Determination 
Date, a repcxt (the "Note Valuation Report"), containing certain information regaiding, amor^ odier 
things, the aggregate principal amount of, and payments of interest on or principal of, die Notes and the 
Information vwdi respect to the Underlying Assets normally included in the Monthly Report. In connection 
with the Monthly Report, the issuer also shall provide, or cause to be provided, certain monitoring 
Information to each Rating Agency as set forth in the Indenture. The Note Valuation Report will be 
delivered no later than 2 Business Days prior to the relevant Distribution Date. 

Collateral Administrator 

On or before the Closing Date, the issuer shall enter into a collateral administration agreement 
(the "Collateral Administration Agreement") among the issuer, the Collateral Manager and Deutsche 
Bank Trust Company Americas, as collateral administrator (in such capacity, the "Collateral 
/^mlnlstrator”), purauant to which . the Collateral Adminlsdator will assist the issuer in certain data 
collection and combination functions with respect to the Underlying Assets. 
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CERTAIN TERMS OF THE PREFERENCE SHARES 

The folbv^ng summary describes certain terms and conditions applicable to the Preference 
Shares. This summary, together with other portions of Uiis Offering Circular summarizing terms and 
conditions applicable to the FTef^ence Shares, does not purport to be complete and is subject to, arui 
qualified in Its entirety by reference to, the provisions of the Indenture, the issuer Charter and the 
Preference Share Paying Agency Agreement. 

General 

The issuer is hereby offering 59,500 of tts Preference Shares, par value U.S. $0.01 per share and 
a liquidation pref^ence oS $1,000 per share (the 'Preference Shares*). The Preference Shares will be 
fully paid and non-assessabte upon completion of such offering. 

The net proceeds from the issuance of the Preference Shares, together with the net proceeds 
from the issuance of the Notes, will be used by the Issuer to purchase Underiying Assets and other 
Eligible Investments, all of which imII be Included in tfte Collateral and. pursuant to the Indenture, w\\ be 
pledged by the Issuer to secure the Notes. 

Even though each Preference Share has been assigned a liquidation preference of $1,000 
per share, there Is no assurance that, In the context of a liquidation of the issuer, there will be 
sufficient hinds to pay $1,000 per share to each holder of the Preference Shares. 

Under the terms of the Preference Share Paying Agency Agreement, Deutsche Bank Trust 
Company Americas, acting through an affiliate or agent located outside the United States, will be the 
IniOal paying agent for ttie Preference Shares (In such capacity, the "Paying Agent*). The Issuer may not 
appoint a Paying Agent that does not have offices located outside the United States or does not use an 
affiliate or agent located outside the United States. Payments of dividends on the Preference Shares svilt 
be made from funds available in the Collection Accounts and released to the Paying Agent by the Trustee 
under Uie Indenture. All interest and principal payments on the Underlying Assets will be deposited 
directly into the Collection Accounts and, together with any reinvestment Income thereon, will be 
available, subject to the Priority of Payments described in the Note Offering Circular, for the payment of 
certain of the Issuer’s expenses (including the payment of the Management Fee to the Collateral 
Manager) and the payment of amounts payable with respect to the Notes, and then for the payment of 
amounts payable with respect to tfie Inference Shares. See "Description of the Notes — Priority of 
Payments" in ttie Note Offering Circular. 

Payments on the Preference Shares will be made pursuant to certain procedures established by 
ttie Paying Agent under the Preference Share Paying Agency Agreement; provided that any final 
paym^t vAW be made uixin presentation and surrender of the share certificates at the office of the Paj^ng 
Agent. Payments on Rule 144A Preference Shares may be made in the United States by a United States 
dollar (^eck drawn by the Paying Agent on a United States dollar account maintained by the Paying 
Agent or, at the request of any Preference Shareholder, by wire transfer from such account, in the case 
of Regulation S Global Preference Shares, payments wnil be made (i) by United States dollar check, by 
the Paying Agent mailing the same frwn an address located outside the United States, or (II) at the 
request of any R-eference Shareholder, by wire transfer from the account of the Paying Agent, acting 
though its affiliate or agent located outside of the United States, to a United States dollar account 
maintained by such Preference Shareholder at a bank outside of the United States. 
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Status of the Preference Shares 

The Preference Shares are equity in the Issuer and are not secured by the CoKaterat secun'ng the 
Notes. As such, ttie Preference Shareholders will, on a winding up of the issuer, rank behind all of the 
creditors, whether secured or unsecured and known or unknown, of the Issuer, including, without 
limitation, the Notehold«s. any Interest Rate Swap Counterparty, the Synthetic Security Counterparty, 
the Initial investment Agreement Provider and any judgment creditors. 

Payments in respect of the Preference Shares are subject to certain requirements Imposed by 
Cayman Islands law. Any amounts paid by the Preference Share Paying Agent as distributions by way of 
dividend on the Preference Shares will be payable only if toe issuer has sufficient distributable profits 
ami/or share premium. In addition, such distributions and the payment of Excess Principal Proceeds 
upon redemption of toe Preference Shares wiii be payable only to the extent that the Issuer is and 
remains solvent after such distributions are paid. Under Cayman islands law, a company is genereily 
deemed solvent if It is able to pay its debts as they come due. 

To toe extent toe requirements under Cayman Islands law described in toe preceding paragraph 
are not met, anxHjnts otherwise payable to the Preference Shareholders will be retained in the 
Preference Share Parent Account until, in toe case of any payment by way of dividend which would 
otherwise be payable other than on a redemption date of the Preference Shares, toe next succeeding 
DistiilHitlon Date, or, in the case of any payment which would otherwise be payable on a redemption date 
of the (Reference Shares, toe next succeeding Business Day, in each case on v^ich the Issuer notifies 
toe Preference Share Paying Agent that such requirements are met. Amounts on deposit in toe 
Preference Share Payment Account will not be available to pay amounts due to the Noteholders, the 
Tnjstee, toe Collateral Manager, the Administrator, any Interest Rate Swap Counterparty or any other 
creditor of toe Issuer whose claim Is limited in recourse to toe Collateral. Hov^ver, amounts on deposit in 
the Preference Share Payment Account may be subject to toe claims of creditors of the Issuer that have 
not contractually limited then* recourse to toe Collateral. 

Rights of Consent of the Preference Shareholders 

Set forth below is a summary of certain matters with respect to which the consent of the 
Preference Shareholders Is required or in respect of which the Preference Shareholders may give 
dliections. This summary is not meant to be an exhaustive list. 

Oottonal Redemption of the Notes : On any Distribution Date on or after the March 2010 
Oistnbulion Date, the Notes may, subject to satisfaction of cerfein conditions described herein, be 
redeemed {in whole but not in part) at toe direction of toe holders of at least sixty-six and two 
thirds percent (66 2/3%) of toe Preference Shares, as described under ‘Description of the 
Notes— Optional Redemption.* 

Tax Redemption of the Notes : On any Distribution Date, the Notes may, subject to satisfaction of 
certain conditions described herein, be redeemed (in whole but not in pari) at the direction of a 
Majority-in-Interest of the Preference Shareholders; provided that, the Controlling Class may only 
direct a Tax Redemption In the event that, as a result of the relevant Tax Event, on a previous 
Payment Date one or more of the Class A-la Notes, Class A>1b Notes, Cla^ A-2 Notes <x Class 
B Notes did not receive the amount that it otherwise would have received under toe Priority of 
Paymente in the absence of such Tax Event as described under "Description of the Notes — Tax 
Redemption.* 
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The Management AQraement For a description of certain of the rights of the Reference 

Shareholders in relation to the removal of the Collateral Manager and the appointment of a 

successor Collateral Manager, see 'The Management Agreement.' 

The Indenture : The Issuer is not permitted to enter into a supplemental indenture without the 

consent of the Preference Shareholders, ff materially and adversely affected hereby. 

Auction Call Redemption of the Preference Shares 

The Preference Shares will be. subject to redemption pursuant to an Auction Call Redemption 
occurring on or after the First Auction Call Cate under the circumstances described under "Description of 
the Notes — Auction Cali Redemption.' 

Distributions 

On each Distribution Date beginning with tiie First Distribution Date and ending on the Final 
Redemption Date, tiie Paying Agent, on behalf of the Preference Shareholders, will be entitled to receive 
from the Trustee (for payment to the Preference Sharehcrfders as a dividend or. on the Final Redemption 
Date, to redeem the Preference Shares pursuant to the Reference Share Paying Agency Agreement and 
in accordance with the Issuer Charter) ali Excess Interest and all Excess Principal Proceeds and other 
funds received during the most recently ended Collection Period and remaining after payment by the 
Tmstee on such date of all payments that take priority over payments to the Paying ^wt (for the benefit 
of the Preference Shareholders) under the Indenture. Such Excess Interest and Excess Principal 
Pnxseeds are referred to herein collectively as "Excess Cash Flows", 

Failure to satisfy any of tiie Coverage Tests described und^ "Desaiption of the Notes* in tiie 
Note Offering Circular may result in temporary or permanent diversion of all or a portion of amounts 
otherwise payable to the Paying Agent as Excess Interest and, therefore, of any amount payable on the 
Preference Shares, in addition, on any Distribution Date occurring after the March 201 0 Dislributton Date, 
an amount equal to 15% of the Excess Interest that would otherwise be distributed to Preference 
Shareholders on the related Distribution Date (after the payment of certain other amounts thereto) will be 
used Instead to repay principal of toe Class 0 Notes until the Class D Notes are paid in full. Preference 
Shareholders are entftied to share ratably in all assets remaining after payment of all liabilities of the 
Issuer, including the Notes. 

Dividends 

Pursuant to a Preference Share Paying Agency Agreement, to be dated as of the Closing Date 
{the "Preference Share Paying Agency Agreement"), between the Issuer and Deutsche Bank Trust 
Company Americas, acting through an affiliate or agent outside toe United States (the 'Paying Agenf ), 
on each Distribution Date, the Preference Shares wiH be entitled to receive dividends In an amount equal 
to all Excess Cash Flows received by the Paying Agent on such Distribution Date, witiiout requiring any 
declaretion of such dividends by toe Issuer's board of directed. 

The issuer Charter and resolutions passed by toe Issuer's board of directors will provide for the 
payment of dividends on the Preference Shares, witoout requiring any declaration by toe board of 
directors, on each C^tiibution Date, other than toe Final Redemption Date, in an amount equal to the 
amount of ail Excess Cash Flows paid to the Paying Agent by the Trustee on such Distribution Date 
pursuant to toe indenture. 

Such dividends. If any, will be paid on each {^tribution Date, other than the Final Redemption 
Date, to toe Preference Shareholders in whose names toe Preference Shares are registwed at toe close 
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of business fifteen days prior to the aji^iicable Distribution Dale (the "Record Date"). AM dividend 
pa)anents wiff be made pro rata according to the number of Preference Shares held by such Reference 
Shareholders. 

The payment of such dividends be subject to the issuer having sufficient distributable profits 
or "share premium* (being the difference between the aggregate liquidation preference of the Preference 
Shares and the aggr^ate par value of the Preference Shares) out of which to pay such amounts and, in 
the case of a paymerri from share premium, tfie Issuer being able to pay its debts as they fall due in the 
ordinary course of its business. 

Governing Law 

The Preference Share Paying Agency Agreement and the Subscription Agreement v^li be 
governed by ttie law of the State of New York. The Issuer Charter and the Preference Shares vnll be 
governed by ttie law of the Cayman Islands . 

Notices 


Notices to the Preference Shareholders will be in writing, and will be mailed, first-class postage 
prepaid or overnight delivery, or sent via facsimile or e-mail by the Paying Agent, acting through its 
affiliate or agent located outside the United Stated, from outside the United States to each of the 
registered holders as reflected in the Preference Share Register. 

Form, Minimum Lots, Registration and Transfer 

Genera] 

The Preference Shares will be subject to certain restrictions on transfer set forth therein and in 
the Issuer Charter and may bear a legend regarding such restrictions. 

Preference Shares initially offered In the U.S. in reliance upon an exemption from the registration 
requirements of the Securities Act f«)vfded by Section 4(2) thereof (I) to a limited number of Institutional 
Accredited investors (within the meaning of rule 501(a)(1), (2), (3) or (7) under the Securities Act) or (ii) to 
"Qualified Institutional Buyers*, as detined in Rule 144A under the Securities Act ("Rule 144A Preference 
Shares”) will be represented by certificates in fully registered definitive form registered in the name of the 
legal and beneficial owner thereof. 

Preferwice Shares that will be soW to non-U.S. Persons In "offshore transactions' In reliance 
upon Regulation S under the Securities ^ will initially be re^x-esented by one or more temporary global 
share certificates (Temporary Regulation 8 Global Preference Shares”), that will be exchangeable for 
one or more permanent global Preference Shares ("Permanent Regulation S Global Preference 
Shares" and, logetiier with the Temporary Regulation S Global Preference Shares, the "Regulation S 
Global Preference Shares") in fully registered f(X'm. deposited v^h and registered in the name of, The 
Depository Trust Company ("DTC") (or its nominee), initially hx- the accounts of Euroclear Bank S-A7N.V., 
as operatcx of tiie Euroclear system ("Euroclear"), arKt/<x’ Ciearstream Banking, socidt6 anonyme 
("Clearstream”). During the Distiibution Compliance Period, beneficiai interests in a Regulation S Global 
Preference Siare may onfy be held through Euroclear or Clearstream. By acquisition of a beneficial 
interest in a Regulation S Global Preference Share, any purchaser thereof will be deemed to represent 
that it is not a U.S. Person and that, if in the future it decides to transfer such beneficial interest, It will 
transfer such interest only in an offshore tiansaction in accordance with Regulation S to a person v/ho 
takes defivery in the form of a Rule 144A Preference Share. Beneficial interests in each Regulation S 
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Global Inference Share v^il be shown on, and transfers thereof vtall be effected only tttrough, records 
maintained by DTC and its direct and indirect participants, tncluding Eurodear and Clearstream. 

Owners of beneficial interests in Regulation S Global Prefer^tce Shares wifi be entitled or 
required under certain limited circumstances descrtt)ed below, to receive physical delivery of share 
certificates representing certificated Preference Shares ('Definitive Preference Shares”) in fully 
registered, definitive form. No owner of an interest In a Regulation S Global Preference Share will be 
entitled to receive a Definitive Preference Share (A) until after the expiration of tiie Distribution 
Compliance Period and (B) unless a person other than a distributor (as defined in Regulation S), sudi 
person pro>^des certification tiiat the Definitive Preference Share is beneficiaity owned by a person that is 
not a U.S. Person (as defined in Regulation S). 

So long as OTC, or its nominee, is the registered holder of the Regulation S Global Preference 
Shares, OTC or such nominee, as ttie case may be. will be considered the absdute owner or holder of 
such Regulation S Global Preference Shares represented by global share certificates for ail purposes 
under foe Issuer Charter and the Regulation S Global Preference Shares and members of, or participants 
in, DTC (foe 'Participants”) as well as any other persons on whose behalf Participants may act (including 
Euroctear and Clearstream and account holders and participants therein) wiH have no rights under foe 
issuer Charter or under a Regulation S Global Preference Share. Owners of beneficial inter^ts in a 
Regulation S Global Preference Share will not be considered to be foe owners or holders of any 
Preference Shares under foe Issuer Charter or the Preference Shares. In addition, no beneficial owner of 
an int^est in a Regulation 8 Global Preference Share will be able to exchange or transfer that interest, 
except in accordance wUh the applicable procedures of OTC and Euroclear ch* Clearstream (in addition to 
those under the Preference Share Paying Agency Agreement), in each case to the extent applicable (the 
'Applicable Procedures”). 

Investec may hold their interests in a Regulation S Global Preference Share directly through 
Euroclear or Clearstieam, if they are participants In such systems, or indirectly through organizations 
which are participants in such systems. After foe Distribution Compliance Period (but not earlier), 
investors may also hold such interests other than through Euroclear or Clearstream. Euroclear and 
Clearstream wlti hold interests in Regulation S Global Preference Shares on behalf of their participants 
fofx>ugh customers' securities accounts in their respective names on the books of their respective 
depositaries, which In turn will hold such interests in surfo Regulation S Global F^eference Shares in 
customers' sec»jrltles accounts in foe depositaries' names on the books of DTC. 

Distifbutions on a Regulation S Global Preference Share registered in the name of OTC or its 
nominee will be made to DTC or its nominee as foe registered owner of foe Regulation S Gkfoai 
Preference Share. None of foe Issuer or foe Preference Share Registrar will have any responsibility or 
liability for any aspect of the records relating to or paymente made on account of beneficial ownership 
interests in Regulation S Global Preference Shares or for maintaining, supervising or reviewing any 
records relating to such beneficial ownership interests. 

With reared to foe Regulation S Global Preference ^ares, foe Issuer expects that OTC or Its 
nominee, upon receipt of any distribution on such Regulation S Global Preference Share, will immediately 
credit the accounts of Participants with payments in amounts proportionate to their respective b^ieficial 
interests in foe numbo' of such Regulation S Global Preference Share as shovm on the records of DTC or 
its nominee. The l^uer also expects that payments by Participants to owners of beneficial interests in 
such Regulation S Global Preference Share heW through such Participants will be governed by standing 
instructions and customary practices, as is now the case with securities held for foe accounts of 
customers registered in the name of nominees fa such customers. Such paymente vslll be the 
responsibility of such Participants. 
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Deutsche Bank Trust Company Americas, acting ttirough an af^iiate or agent located outside ttie 
United States, has be^ appointed a transf^ agent vwth respect to the Preference Shares {the 
“Preference Share Transfer Agent*). 

The Preference Shares are subject to the restrictions on transfer set forth In this Offering Circular 
under "Transfer Restrictions’. 

The Preference Shatas are being offered, and may only be transferred, In minimum lots of 200 

shares. 

The Preference Shares are not issuable In bearer form. 

Pursuant to the Preference Share Paying Agency A^eement, Maples Finance Limited (on behalf 
of the Issuer) has been appointed and will serve as the registrar wito respect to the Preference Shares (in 
such capacity, the "Preference Share Registrar*) and will pro>ride for the registration of Preference Shares 
and the reglstratton of transfers of Preference Shares to the register maintained by it (the ‘Preference 
Share Register*). Written Instruments of transfer are available at the office of the Preference Share 
Registrar. 

The Issuer Is authorized to issue 59,500Preference Shares par value U.S.$0.01 per share. 

Definitive Preference Shares 

interests in a Regulation S Global Preference Share represented by a global share certificate will 
be exchangeable or transferable, as the case may be, for a Reguiafion S Global Preference Share that is 
in certificated form (a "Definitive Preference Share") if (a) DTC notifies the issuer that It Is unwilling or 
unable to continue as depositary for such Preference Share, (b) DTC ceases to be a "Clearing Agency" 
registered under the Exchange Act, and a successor depositary Is not appointed by the Issuer within 90 
days, (c) the bansferee of an interest in such Regulation S Global Preference Share is required by law to 
take physical delivery of securities In definitive form or (d) the transferee is otoerwise unable to (^edge Its 
interest In a Regulation S Global Preference Share. UpOT the occurrence of any of the events described 
In the preceding sentence, the Issuer will cause such Definitive Preference Shares bearing an appropriate 
legend (a "Legend') regarding restricfions on transfer to be delivered. Upon the transfer, exchange or 
replacement of such Regulation S Global Preference Shares bearing a Legend, or upon specific request 
for f^oval of a Legend on a Regulation S Global Preference Share certificate, the Issuer shall cause to 
be delivered through the Preference Share Transfer Agent to the holder and the transferee, as applicable, 
one or more Definitive Preference Shares corresponding to the number of Preference Shares 
surrendered for transfer, exchange or replacement that bear such Legend, or will refuse to remove such 
Legend, as the case may be. unless there is delivered to the Issuer such satisfactory evidence, which 
may include an opinion of U.S. counsel, as may reasonably be required by the Issuer or the Preference 
Share Registrar toat neither the Legend nor the restrictions on transfer set forth therein is required to 
ensure cc^npliance with the provisions of the Securities Act or toe investment Company Act. 

Transfer and Exchange 

Transfers by a hoider of a beneficial interest in a Regulation S Global Preference Share to a 
transferee who takes deUvery of such Interest through a Rule 144A Preference Share will be made only In 
accordance with the Applicable Procedures and upon receipt by toe Preference Share Registrar of written 
-certifirafions from (i) the transferor of the beneficial interest in toe form pressed In toe Preference-Share 
Pa^ng Agency Agreement to the effect that, among other totogs, such transfer is being made to a person 
whom the transferor reasonably believes is a Qualified tnstitotlonai Buyer, purchasing for its own account, 
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to whom notice is given that the resale, pledge or other transfer is being made in reliar^e on the 
exemption from Securities Act registration p^^^^ed by Rule 144A and in accordance with any applicable 
securities laws of any state of the United States or any other jurisdiction and (ii) the transferee in the form 
provided for in the Preference Share Paying Agency Agreement to the effect that, among other tilings, the 
tiansferee is (a) a Qualified Institutional Buyer and (b) either a Qualified Purchaser or is not a U.S. 
resident (within the meaning of the Investment Company Act). 

Transfers by a hold^ of a beneficial Interest in a Regulation S Global Preference Share to a 
transferee v4io takes detlvery of such interest through a Regulation S Global Preference Share will be 
made only to a transferee that is acquiring such interest in an offshore transaction (within the meaning of 
Regulation S) in acxxsrdance with Rule 904 of Regulation S and only in accordance with the Apf^lcable 
Procedures, wthout the provision of any written certitication. If such transfer occurs after the end of tiie 
Distribution Compliance Period and is not made in an offshore transaction in accordance with Rule 904 of 
Regulation S, such transfer may be made only upon receipt by the FTeference Share Registrar of written 
certitication frcxn the transferee to the effect that the transferee is (a) a Qualified institutional Buyer and 
(b) either a Qualified Purchaser or is not a U.S. resident (within the meaning of the Investment Company 
Act). 

Transfers by a holder of a Rule 144A Preference Share to a transferee who takes deiiv^ of such 
interest through an interest in a Regulation S Global Preference Share will be made only upon receipt by 
the Pref^ence Share Registrar of written certitications from (i) the transferor in the form provided in the 
Preference Share Paying Agency Agreement to the effect that wch transfer is being made in an offshore 
transaction (within the meaning of Regulation S) in accordance with Rule 904 of Regulation S arid (H) the 
transferee to the effect tiiat the transferee is not a U.S. Person, purchasing for Its own account and not for 
the account or benefit of a U.S. Person. 

Exchanges or transfers by a holder of a Definitive Preference Share to a transferee who takes 
delivery of such Note through a Regulation S Global Pref^ence Share will be made no later than 60 days 
after the receipt by the Preference Share Registrar or Transfer Agent, as the case may be, of the 
Definitive Preference Shares to be so exchanged or transfeired only in accordance with the Applicable 
Procedures, and, If applicable, upon receipt by the Pref^ence Share Registrar of a written certification 
from the transferor in the form provWod in the Preference Share Paying Agency Agreement. 

Transfers by a holder of a Rule 144A Preference Share to a transferee who takes delivery of a 
Rule 144A Reference Share will be made only upon receipt by the Preference Share Transfer Agent or 
the Preference Share Registrar of written certifications from (i) the transferor in the form provided in the 
Preference Share Paying Agency Agreement to the effect that, among other things, such transfer is being 
made to a person whom the transferor reasonably believes is a Qualified Institutional Buyer, purchasing 
for its own account, to vihom notice is given that the resale, pledge or other transfer is being made In 
reliance on the exemption from Securities Act registration provided by Rule 144A. in accordance with any 
afi^licabie securities laws of any state of the United States or any other jurisdiction and (ii) the fransf^e 
in the form provided for in tiie Preference Share Paying Agency Agreement to the effect that, among 
other things, the transferee is (a) a Qualified institutional Buyer and (b) either a Qualified Purchaser or is 
not a U.S. resident (within the meaning of the Investment Company Act). 

Transfera between Participants in DTC wll be effected In the ordinary way In actrordance with the 
Applicable Procedures and will be settled in Immediately avaiiabie funds. Transfers bet^en participants 
in Euroclear arxi Clearstream will be effected in Vie onlinary way in accordance with their respective rules 
and operating procedures. 
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Definitive Preference Shares and Rule 144A Preference Shares may be exchanged or 
transferred in whole or in part in the principai amount of authorized denominations by surrendering 
Definitive Preference Shares or Rule 144A Preference Shares, as the case may be, at the office of the 
Preference Share Registrar or the Reference Share Transfer Agent with a written Instmment of transfer 
as provided in tfie Preference Share Pa^ng Agency Agreement, in addition, if the Definitive Preference 
Shares being exchanged or transfenad contain a Legend, additional certifications to the effect tiiat such 
exchange or transfer is in compliance writh tiie restrictions contained in such Legend, may be required. 
With respect to any transfer of a portion of Definitive Prefererrce Shares or Rule 144A Preference Shares, 
the transferor will be entitled to receive, at any aforesaid office, new Definitive Preference Shares or Rule 
144A PrefererK^e Shares, as the case may be, representing the principal amount retained by the 
transferor after giving effect to such transfer. Definitive Preference Shares and Rule 144A Pref^ence 
Shares issued upon any suc^ exchange or transfer (whether in whole or In part) will be made available at 
the office of tiie Preference Share Transfer Agent. 

The laws of some states require that certain per^s take physical delivery of securities in 
definitive form. Consequently, any transfer of beneficial interests in Regulation S Global Preference 
Shares to such persons may require that such interests in Regulation S Global Preference Shares be 
exchanged for Definftive Preference Shares. Because DTC can only act on behalf of Participants, which 
in turn acri on behalf of indirect Participants and certain banks, the ability of a person having a beneficial 
Interest In Regulation S Global Preference Shares to pledge such interest to persons or entities that do 
not participate in ttie DTC system, or otii^wise take actiors in respect of such Interest, may require tiiat 
such interest in a Regulation S Global Reference Shares be exchanged for Definitive Preference Shares. 
Interests In a Regulation S Global Preference Share will be exchangeable for Definitive Preference 
Shares only as described above. 

Subject to compliance with the transfer restrictions applicable to the Preference Shares described 
above and under 'Transfer Restrictions', cross-market bansfers behveen DTC, on the one hand, and 
directly or indirectly through Euroclear or Ctearstream participants, on the other, will be effected in DTC in 
accordance with DTC rules on behalf of Euroclear or Ciearslream, as the case may be, by its respective 
depositary; however, such cross-market transactions will require delivery of instructions to Euroclear or 
Clearstream, as the case may be, by the counterparty in such system in accordance with Its rules arid 
procedures and witiiln Its established deadlines (Brussels time). Euroclear or Clearstream, as the case 
may be, will if the transaction meets its settlement requirements, deliver Instructions to Its respective 
depositary to take action to effect final settlement on its behalf by delivering or receiving interests in 
Regulation S Global Preference Shares in DTC and making or receiving parent in accordance with 
normal procedures for same-day funds settlement appik^ble to DTC. Ciearslream participants and 
Euroclear participants may not deliver instructions directly to tiie depositaries of Clearstream or Euroclear. 

Because of time zone differences, cash received in Euroclear or Clearstream as a result of sales 
of interests In Regulation S Global Preference Shares by or through a Euroclear or Clearstream 
participant to a DTC participant will be received with value on the DTC settlement date but will be 
available In the relevant Euroclear or Clearstream cash account only as of the business day followng 
settlement in DTC. 

DTC has adirised the issuer that it will take any action permitted to be taken by a holder of 
Preference Shares (including, without limitation, the presentation of Preference Shares for exchange as 
described abow) only at the direction of one or mwe Participants to whose account with DTC interests in 
the Regulation S Global Preference Shares are credited and only in respect of the number of Preference 
Shares as to which such Partidpant or Participants has or have given such direction. 
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DTC has acWsed the Issuer as follows: DTC is a iimtted^jurpose bust <»mpany oi^anized under 
the New York Banking Law, a "banking organ} 2 atiQn'' wttiin the meaning of the New York Banking Law. a 
member of the Federal Reserve System, a "dearing corporation" within the meaning of the New York 
Uruform Commerdal Code and a "dearing agency" registered pursuant to the provisions of Secbon 17A 
of the Exchange Act. DTC was created to hold securities for its Participants and facilitate the clearance 
and settlement of securities transactions between Participants through electronic book>enby changes in 
accounts of its ParUdpante, thereby eliminating the need for physical movement of certificates. 
Participant include securities brokers and dealers, banks, tn^l companies and dearing corporations and 
may include certain other organizations, indirect access to the DTC system is available to others such as 
banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship v^th a 
participant, either directiy or indirectly ("indkect participants"). 

Although OTC, Ciearstream and Eurodear have agreed to tha foregoing procedures in order to 
facilitate transit of interests in a Regulation S Global Preference Share among participants of DTC. 
Ctearsiream and Eurodear, tiiey are under no obligation to perform or continue to perform such 
procedures, and such procedures may be discontinued at any time. None of the Issuer, the Trustee and 
tiie Paying Agent will have any responsibility for the performance by DTC. Ciearstream or Eurodear or 
their respw:tive P^cipants or Indirect participants of Uiek respective obligations under the rules and 
{iN^cedures ^verning their operations. 

if, notwithstanding tiie foregoing restrictions, the Issuer determines that any beneficial owner of 
Ruie 144A f^eference Shares (A) is a U.S. Person (wnthin the meaning of Regulation S under the 
Securities Act) and (B) is not a Qualified Purchaser, then the Issuer may require, by notice to such 
Holder, that such Holder sell alt of its right title and interest to such Rule 144A Preference Shares to a 
person that is both a Qualified institutional Buyer and a Qualified Purchase, with such sale to be effected 
wftoin 30 days after notice of such sale requirement is given. If such beneficial owner fails to effect the 
trar^fer required within such 30-day period, (i) upon direction (Torn the Collateral Manager or the Issuer, 
the Preference Share Registrar, on behalf of and at the expanse of the issuer, shall cause such beneficial 
OMmer's interest in such Preference Shares to be kansferred In a commwdally reasonable sate 
(conducted by the Paying Agent in accordance with Section 9-610(b) of the Uniform Commerclel Code as 
in effect in the State of New York as applied to securities that are sold on a recognized market or (hat 
may decline speedily In value) to a person that certifies to the Preference Share Registrar, the Issuer and 
the Collateral Manager, in connection with such transfer, that such person is both a Qualified Institutional 
Buyer and a Qualified Purchaser and (b) pending such transfer, no furtoer payments will be made in 
respect of the Preference Shares held by such beneficial owner. 

In addition, no Reg Y Institution may transfer any Preference Shares held by It to any person 
other than (a) a person or group of persons under common control that controls the Issuer without 
reference to any Preference Shares transferred to such person or group by such Reg Y institution (a 
"Controlling Party"), (b) a person or persons designated by a Controlling Party, (c) in a widespread public 
distribution as part of a putriic offering, (d) in amounts such that, after giving effect toereto, no single 
transferee and Its affiliates will hold more than 2% of the aggregate number of Preference Shares 
(including all options, warrants and similar rights exercisable or convertible into Preference Shares) or (e) 
as otherwise permitted by applicable U.S. Federal banking law and regulations. See Transfer 
Restrictions’. 

No service charge will be made for exchange w registration of transfer of any Preference Shares 
but the Preference Share Registrar and/or the Preference Share Transfer Agent may require payment of 
a sum sufficient to cover any tax or governmental charge payable in connection tfwrewith and expenses 
of delivery (If any) not made by regular mail. 
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All Preference Shares issued upon any exchange or registratton of transfer are entitled to the 
same benefits as ttie Preference Shares surrendered upon exchange or registration of transfer. 

The Preference Share Registrar vwH effect exchanges and transfers of Preference Shares. In 
addition, the Preference Share Registrar will keep in the Preference Share Regist^ records of the 
ownership, exchange and transf^ of the Preference Shares. 

No Gfoss-Uo 

Ali distributions of dividends and return of capital on the Preference Shares v^ii be made wittiout 
any d^uction or withholding for or on account of any tax unless su^ deduction or wiffiholding is requk^d 
by any applicable law, as modified by the practice of any relevant governmental revenue authority, then in 
effect, if the Issuer is so required to deduct or withhold, thm the Issuer will instruct the Paying Agent to 
make such deduction or withholding and will pay any such withholding taxes in the country of origin, but 
will not be obligated to pay any addltionai amounts in respect of such withholding or deduction. 

Prescription 

Payments in respect of the Preference Shares will cease to be due If not paid to the holder due to 
insuffiraent instructions for a period of ten years from the Relevant Date therefore. "Relevant Date" 
means the date on which the final payment In respect of the Preference Shares first becomes due, except 
that if the full amount of the moneys payable has not been duly received by the Paying Agent on or prior 
to such due date, it means the date on which such moneys have been so received. 
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USE OF PROCEEDS 

The gross proceeds received from the issuance and sale of the Notes and the Preference Shares 
wilt be at least U.S.$1 ,070,000,000. On the Closing Date, the issuer will receive at least 
U.S.$1,060,000,000 as the net proceeds horn the issuance and sale of the Notes and the Preference 
Sh^es. The net proceeds from the issuance and sale of the Notes and the Preference Shares are the 
gross process net of the payment of Uie placement and structuring fees related to the placement of the 
Notes and Prefwence Shares, the parent of other dc»ing expenses and an initial deposit into tiie 
Expense Account. Such net proceeds from the issuance and sale of the Notes and ttie Preference 
Shares wilt be used by the issuer to purchase a diversified portfolio of Interests in Undeitying Msets 
having the characteristics described herein under 'Security for the Notes — Underlying Assets* and to fund 
certain accounts ^fabiished under the indenture. A list of all Underlying Assets included in the portfolio 
on the Ck^ing Date wit! be provided to all investors by the Initial Purchaser. 

On the Closing Date, the issuer will have acquired (ex’ committed to acquire for settiement in 
accordance with customary settlement procedures in the rdevant markets) the entire portfoKo. As of the 
Closing Date, the portfolio, abng with funds on deposit in the Uninvested Proceeds Account, will consist 
of Underiyir^ Assets (acquired or committed to be acquired) having an Aggregate Principai/Notional 
Balance (including principal coliections orr such Underlying Assets deposited in the Uninvested Proceeds 
AcccMjnt on ttie Closing Date) of at least U.S.$1.100,OCK),000. Pending investment in Underlying Assets, 
the Uninvested Proceeds, If any, will be deposited into the Uninvested Proceeds Account and Invested in 
Eligible investments. In the event that there are any remaining Uninvested Proceeds on the 
Determination Date preceding the September 2007 Distributkxi Dale, they will be transfemed to the 
Payment Account and heated as Principal Proceeds on the September 2007 Distribution Date and 
distributed In accordance with the Priority of Payments. 
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RATING OF THE NOTES 

It is a condition to the Issuance of the Notes that the Class A>18 Notes be rated "Aaa* by MckxI/s 
and "AAA" by Standard & Poor's, that the Class A-lb Notes be rated 'Aaa’ by Moody's and "AAA" by 
Standard & Poor's, that the Class A-2 Notes be rated •Aaa" by Moody’s and "AAA" by Standard & Poor's, 
that bie Class B Notes be rated at least *Aa2* by Moody's and *AA* by Standard & Poor's, that the Class 
C Notes be rated at least ''A2” by Mocxj/s and 'A* by Standard & R>or's, that the Class D Notes be rated 
at least ”8332' by McK>dys and 'BBS* by Standard & Poc^s and that the Class E Notes be rated at least 
"Bat* by Mood/s and 'BBi-' by Standard & Poor's. The ratings assigned to the Class A Notes and the 
Class B Notes by Standard & Poor's address tiie timety payment of Interest on, and the ultimate payment 
of the princrpai of, the Class A Notes and the Class B Notes. The ratings assigned to the Class C Notes, 
the Class D Notes and the Class E Notes by Standard & Poor's address the ultimate payment of {Minclpal 
of, and the ultimate payment of interest on, the Class C Notes, the Class D Notes and the Class E Notes. 
The ratings assigned to the Notes by Moody's address the uitenate cash receipt of all required parents 
as provided by the governing documents, and are based on toe expected loss to toe Noteholders of each 
Class relative to toe promise of receiving toe present value of such payments. A security rating is not a 
reccKnmendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time. 
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MATURITY AND PREPAYMENT CONSIDERATIONS 

The Stated Mahirity of eac^ Class of Notes is December 2045 Distribution Date. The Notes 
will mature at teeir Stated Maturity unless redeemed or repaid prk»‘ thereto. However, the average lives 
of the Notes may be less than tfie number of years until the Stated Maturity. Based on tee pc^oiio of 
Underling Assets that the Collateral Manager expects tee issuer to purchase no lat^ than the 
DetOTmlnation Date preceding tee September 2007 Distribution Date, and assuming (a) no Underlying 
Assete default, and (b) prepayment of any Underling Assets during any monte occurs at a rate equal to 
an average rate of prepayment specified by tee Coilat^a) Manager, redemption mil occur and the 
average life of each Class of Notes from the Closing pate will be as foltows: 



Average Ufe in Years assuming 
an Auction Call Redemption 
occurrina 

Class A-ia Notes 

2.1 

Class A-1 b Notes 

3.1 

Class A-2 Notes 

4.9 

Class 8 Notes 

5.B 

Class C Notes 

6.4 

Class 0 Notes 

5.9 

Class E Notes ' 

6.5 


Such average lives of tee Notes are presented for illustrative purposes only. The assumptions 
used to calculate the average lives of tee Notes are necessarily arbitrary, do not necessarily reflect 
historical experience with respect to securities similar to the Underlying Assets and do not constitute a 
prediction with respect to tee rates or timing of receipts of Interest Proceeds or Principal Proceeds, 
defaults, recoveries, sates, prepayments or optional redemptions to which the Underiying Assets may be 
subject. Actual experience as to these matters will differ, and may differ materially, from that assumed in 
calculating the illustrative average lives set forte above, and consequently the actual average lives of the 
Notes will differ, and may differ materially, from those set fwth above. In addition, the assumptions set 
forth above do not necessarily reflect historical performance and defaults for Asset-Backed Securities and 
tee issuer makes no representation or warranty that such assumptions are appropriate or reasonable. 
Accordingly, prospective investors should make their own detenninations of tee expected weighted 
average iiv^ and matority of the Notes and, accordingly, their own evaluation of the merits and risks of 
an Investment in the Notes. See 'Risk Factors— 'Projections, Forecasts and Estimates.' 

Average life refers to tee average number of years that will elapse from tee dale of delivery of a 
security until each dollar of tee principal of such security will be paid to tee investor. 

The average lives of the Notes will be determined by the amount and frequency of principal 
payments. The actual average lives of the Notes will also be affected by the financial condition of tee 
obligors of tee Underlying Assets and the characteristics of such obligations, including the existence and 
frequency of exercise of any qptional or mandatory redemption or prepayment features, tee prevailing 
level of interest rates, the redemption price and the actual default rate and the actual level of recover!^ 
on any Defaulted Securities. The rate of future defaults and the amount and timing of any cash 
realization from Defaulted Securities also vwll affect the average lives of the Notes. 
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SECURITY FOR THE NOTES 

General 

The Codaleral securing the Notes will consist of: 

(a) the Undertying Assets and Equity Securities (if any) and the Offset Transactions and the 
Offsetting Transactions: 

(b) the nghts of ttie issuer under any interest Rate Swap Agreement; 

(c) amounts on dejf^it in the Payment ^x^uni, the Interest Collection Account, the 
Principal Collection Account, the Expense Account, the Uninvested Proceeds Account, 
ffte Synthetic Security Collateral Account, the Interest Rate Swap Counterparty Collateral 
Account, the Disposition Proceeds Account and the Synthebc Security Issuer Account 
(collectively, the 'Accounts') and Eligible Investments purchased with funds on deposit 
in such accounts; 

(d) the rights of the Issuer under the Management Agreement, the Note Purchase 
^reement, the Subscription Agreement, the Collateral Administration Agreement and 
the Administration Agreement and 

(e) all proceeds of the foregoing (coiiedivefy, the 'Coiiaterat'). The Collateral wifi not 
include the Excepted Property. 

Underlying Assets— Asset>Backed Securities 

An "Asset-Backed Security* includes any DoHar-denomlnated asset-backed security or any 
security that represents a direct or indirect interest in su^ an asset-backed security that, at the time of 
acquisition (or commitment for acquisition) by the Issuer, is not a Prohibited Asset or a Defaulted Asset 
and which satisfies each of the following conditions: 

(a) it provides for a fixed amount payable in cash no later than its stated maturity; 

(b) the Underlying Instruments with respect to such Asset-Backed Security do not prohibit It 
from being purchased by the issuer and pledged to the Trustee; 

(c) it is not denominated or payable in. or convertible Into an obligation or security 
denominated or payable in. a currency other than Dotiars; 

(d) K does rx>t require the Issuer to make future advances or payments to the obligc»‘ or 
issuer, 

(e) it has a Standard & Poor's Rating (excluding those wHh a rating fn^ Standard & Poor's 
which includes the subscript 'p', 'pr, 'q'. ’r" or 'f ) and a Moody's Rating (wito respect to 
the full amount of principai and interest promised); 

(f) it is not "margin stock' and does not prowde fw conversion into "margin stock"; 

(g) it is not subject to an Offer; 
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(h) it (or, if it is a certificate of beneficial interest in an entity that is boated as a grantor trust 
or a partnership and not as a REMiC or FASIT for U.S. federal income tax purposes, 
each of Uie debt instruments or securities heid by such entity) is described in at least me 
of the following four clauses: 

(i) it Is a Public Security ttiat was issued in a finn commitment undervwiting for which 
neither the Collateral Manager nor an Affiliate thereof served as underwriter; 

(ii) it was not purchased by the Issuer (A) directly or indirectiy from its issuer, (B) 
pursuant to a legally binding agreement made before tiie issuance of tiie 
obligation or security or (C) from the Collateral Manager or any of its Affiliates 
unless suc^ entity (1) regularly acquires securities of the same type for its own 
account, (2) could have held the obligation or security for its own account 
consistent with Its investment policies, (3) did not identify the obligation or 
security as intended for sale to the issuer or the Collateral Manager within 30 
days of its issuance and (4) heid the obligation or security for at least 30 days; 

(iii) it is a Private Security and 

(A) it was originally issued pursuant to an offering circular, private placement 
memorandum or similar offwing document: 

(6) the Issuer, the Collateral Manager and the Affiliates of the Collateral 
Manager did not at original issuance acquire 20% or more of the 
aggregate principal amount of ail classes of securities offered by the 
issuer of the Asset-Backed Security in the offering and any related 
offering; provided In each case that any acquisition by an Affiliate of the 
Cottateral Manager that (s not a member of the Collateral Manager 
Group shail be included only if the Coilateral Manager or any of its 
employees or agents knew or had reason to know of such acquisition; 
and 

(C) the Issuer, the Coliateral Manager and any Affiliate of the Collateraf 
Manager did not participate in negotiating or structuring the terms of the 
Asset-Backed Security, except (1) to the extent such participation 
consisted of an eiectten by the Issuer, the Coilateral Manager or an 
Affiliate of the Collateral Manager to tranche the subordinate classes of 
securities of an Issue in the form of one of the structuring options offered 
by the issuer of the securities or (2) for the purposes of (i) commenting 
on offering documents to an unrelated urxlerwriter or placement agent 
where the ability to comment on such documents was generally available 
to Investors or (11) due diTigence of the kind customarily performed by 
investors in securities, or (3) to the extent the Collateral Manager or any 
Affiliate of the Coliateral Manager, either directly or indirectiy terough a 
conduit Issuer, was the issuer of the Asset-Backed Security; provided 
that any participation in negotiating or structuring by any Affiliate of tee 
Coltatorat Manager that Is not a member of the Collateral Manager 
Group shall be included only If the Coilateral Manager cx any of Its 
employees or agents Imew or had reason to know of such participation; 
or 
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(iv) it is eith^ (A) the sole material obligation of a repackaglrtg vehicle formed and 
opemted exclusively to hold a single Asset-Backed Securtty described in at least 
one of clauses (h)(i}, (h)(ri) or (hKili). which vehicle may also hold a derivative 
financial instrument or guarantee designed solely to offset one or more terms of 
such Asset-Backed Security or (B) a security issued by a repackaging vehicle 
Qiat holds one or more Asset-Backed Securities described in at least one of 
clauses (h)(l), (h){n), (h)(lii), or (h)(iv)(A) and which is treated as a REMIC, FASIT, 
grantor trust, or partnership for U.S. federal Income tax purposes, and is formed 
by the CoilatemI Manager or one of its Affiliates; 

(i) if int^est income on an Asset-Backed Security is considered U.S.-source income for U.S. 
federal income tax purposes, it is in registemd form for U.S. federal income tax purposes 
and it (and If it is a certiHcate of interest in a mjst tfiat is treated as a grantor trust and not 
as a REMiC or FAStT for U.S. federal income tax purposes, each of the obligations or 
securities held by such trust) was issued after July 18, 1984; provided that, if it is a 
certificate of beneficial interest in an entity that is treated as a partnership for U.S. federal 
income tax purposes, each of the obligations or securities held by such entity is in 
registered form for U S. Federal income tax purposes and was issued after July 18, 1984 
(a "Registered” obligation or security); 

(I) either (i) the Issuer meets the cerltftcation and other requirements to receive payments 
vwth respect to the Asset-Backed Security free of U.S. and foreign withholding tax, (ii) the 
issuer thereof is required to make additionai payments sufficient on an after-tax basis to 
cover any U.S. and foreign withholding tax imposed on payments made to the issuer with 
respect friereto (including any tax on the additional payments described In this 
paragraph) or (iii) the issuer thereof has obtained or expects to obtain in the ordinary 
course and not more than six weeks following the issuance thereof an exemption from 
withholding tax for the entire period during which the Notes and the Preference Shares 
will be outstanding; provided that, for purposes of this clause (h), a determination that an 
Asset-Backed Security is eligible for exemption from U.S. withholding tax under Section 
871 (h) Of Section 88 1 (c) of the Code may be based on advice of Allen & Overy LLP or an 
opinion of counsel ttiat the Asset-Backed S^urfty will or should be treated as debt for 
U.S. federal income tax purposes; 

(k) (I) the Asset-Backed Security is the obligation of a single issuer incorporated as a 

corporation under the state or federal laws of the United States, that is not a U.S. real 
property holding company; (II) the Issuer has been advised by Allen & Overy LLP or has 
received an opinion of counsel that owning the Asset-Backed Security will not subject the 
Issuer to U.S. federal income tax on a net income basis or cause the issuer to be treated 
as engaged In a trade or business within the United States; (Iii) the issuer has received 
an opinion of counsel that the Asset-Backed Security will be treated as debt for U.S. 
federal income tax purposes; (iv) the Issuer has received an opinion of counsel that for 
U.S. federal income tax purposes (A) (he issuer of the Asset-Backed Security is a grantor 
trust and (B) all the assets of the frust are regular interests in a REMIC or FASIT or 
interest rate floors, caps, swaps or other notional principal contracts (within the meaning 
of applicable Treasury Regulations), the payments under which are determined solely by 
reference to Interest rates, or (v) the Aitemative Debt Test is satisfied, provided that, for 
purposes of clauses (f). (g), (h) and this clause (i), (1) an opinion of counsel that the 
issuer of an Asset-Backed Security will be treated as a REMIC or FASIT for U.S. federal 
income tax purposes shall be treated as an opinion of counsel that the Asset-Backed 
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Security will be treated as debt for U.S. federal income tax purposes (unless the Asset> 
Backed Security is the residual interest In the REMIC or the ownership interest in the 
FASIT). (2) if 9i«’e has been no change in ttte terms of an Asset-Backed Security prior to 
its acquisition, the issuer shall be treated as having received an opinion that it will or 
should be treated as debt if the issuer either has obtained a tax opinion to that effect 
rendered at the issuance of such Asset-Backed Security or has received offering 
documents pursuant b) v^ich such Asset-Sacked Security was offered that include a tax 
opinion to such eWect or state that an opinion of counsel to such effect has been 
rendered, and (3) if there has been no change In any of the organizational documents of 
an entity issuing an Asset-Backed Security since its issuance, the Issuer shall be treated 
as having received an opinion that such entity )Aill be treated as a corporation, 
partnership, grantor trust, REMiC or FASIT (as the case may be) for U.S. federal income 
tax purposes tf Uie Issuer either has obtained a tax opinion to that effect rendered at the 
time of Uie issuance of the Asset-Backed Security or has obtained offering documents 
that include an opinion of counsel to such effect or state that an opinion of counsel to 
such effect has been rendered; 

(l) it Is not a swap transaction or other derivative financial instrument referencing a debt 
Instniment; 

(m) acquisition of the Asset-Backed Security m^I not cause the issuer to register, ot be 
required to register, under the Investment Company Act; 

(n) it is not convertible into one or more Equity Securities; 

(o) it is not currently deferring Interest: 

(p) it is not a Written Down Security; 

(q) it Is expected to have an outstanding Principal/Notional Balance of less than U.S.$1,000 
as of the Stated Maturity of the Notes, assuming a constant prepayment rate since the 
date of purchase equal to the lesser of (a) 5.0% per annum and (b) the constant 
prepayment rate reasonably expected by ffie Collateral Manager as of the date of 
purchase, or, if constant prepayment rate is not applicable, the slowest prepayment 
scenario as described in the prospectus relating to such Asset-Backed Security; and 

(r) it will be pledged to the Trustee under the Indenture. 

An “A® Exchange” is an exchange of one security (the ’A Security”) for another security (the 
”B Security”) of the same issuer or Issuers which B Security shall have substantially identical terms to the 
A Security except that one or more restrictions appItcaWe to the A Security are Inapplicable to the 
B Security. 

The "Aitemative Debt Test* is satisfied with respect to a security if, on the date the issuer 
acquires such security, each of the following is satisfied: 

(a) such security is in the form of a note or other debt Instrument and is treated as debt for 
corporate law purposes in the jurisdiction of the issuer of such security; 

(b) the documents pureuant to which such security was offered. If any. do not require that 
any holder thereof treat such security other than as debt for tax purposes; 
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(c) such security bears interest at a fixed rate per annum or at a rate based upon a 
customary floating rate index pius or minus a Sjxead and does not provide for any 
interest based on any other factor, such as the issuer's profits or cash flovtr; 

(d) such secunty had a flxed term at cxiginal issuance not in excess of 35 ^ars; 

(e) such security {X’ovides for a flxed principal amount (leaving no amount outstanding) 
payable no later than Its stated mature, and 

(f) such security is rated at least ’BB" by Fttch, at least 'BB* by Standard & Poor's or at least 
"BaZ* by Moody’s, and if so rated, such rating is not on watch for downgrade by Moody’s, 
as to ultimate payment o( principa) and interest; provided that, in the case of a security in 
the form of a beneflciai interest in an entity that Is treated (as evidenced by an opinion of 
counsel or a reference to an opinion of counsel in documents pursuant to which such 
security was offered) as a grantor (rust or a partnership for U.S. federal income tax 
pui7X>ses and not as an association taxable as a corporation, any of the c^rKiitions 
spectfted in clauses (a), (b), (c), (d) and (e) may be satisfied by reference to each asset 
held by such entity rather than by reference to such beneflcia! ownership interests. 

"Collateral Manager Group* means the Collateral Manager and any dire(^ or indirectly 
rantroiled subsidiary of. the Collateral Manager. 

An "Offer" means, with respect to any security, (i) any offer by the issuer of such security or by 
any otfier person made to ail of the holders of such security to purchase or otherwise acquire such 
security (other than pursuant to any redemption In accordance with, the terms of its Undertyir^ 
Instruments) or to convert or exchange such security irUo ct tor cash, securities or any other type of 
consideration or (ii) any solicitation by the issuer of su^ security or any other person to amend, modify or 
vralve any p^o^^io^ of such security or any of its Undertytog Instnjments. 

A "Private Security" is any security that is not a Public Security, induding, without limitation, any 
of the following; 

(a) any security that was not (i) issued pursuant to an effective registration statement under 
the Securities Act or (ii) a privately placed security that is eligible for resale under Rule 
144A or Regulation S under the Securities Act; 

(b) any security (other than a Public Security or a security described by dausa (c) below) 

that is eligible for resale under Rule 144A under toe Securities Act; or ^ 

(c) any security that is not a Public Security but that (i) is eligible for resale by the issuer 
under Rule 144A under the Securities Act and (ii) with respect to which the Issuer, either 
by iteelf or together with other holders of such securities, has the right to require the 
issuer th^eof (or such issuer is otherwise obligated or Is penalized if such item is not so 
registered), within one year from any date of determination, to register under the 
Securities Act the public resale of such security or to effect an A/B Exchange; provided 
that clause (ii) does not apply to Asset-Backed Securities. 

A "Prohibited Asset" is any of tiie following: (a) any asset the ownership of which vrould cause 
the Issuer to be subject to income tax on a net Income basis in any jurisdiction, or (b) any asset the gain 
from the Disposition of vt^ich v»il be subject to U.S. federal Income or withholding tax under Section 697 
w Section 1445 of the Code and Treasury Regulations prwnulgated thereunder; provided, however, that 
Ihe Issuer shall set up a special purpose subsidiary (which shall be a corporation for U.S. tax purposes) to 
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receive and hold an Equity Security, unless it has consulted with its tax counsel and has been advised 
tfiat the issu^ can hold ttie Equity Security directly v^hout causing the Issuer to be treated as engaged in 
a trade or business in the United States for U.S. federal income tax purposes. 

A "Public Security" is any of die following: any security (a) the public resale of t^ich by the 
Issuer either has been registered under the Securities Act or is exempt from such registration pursuant to 
Section 4(1) or Rule 144(k) under the Securities Act, (b) issued or guaranteed by Government National 
Mortgage Association, Federal National Mortgage Association and Federal Home Loan MOTtgage 
Corpc»ation (c) issued by an issuer organized outside of the United States and registered in the 
jurisdiction where the issuer is organized. 

Asset-Backed Securities 

The Undertying Assete wilt consist of Asset-Badted Securities, which may include CMBS 
Securities, RMBS Securities, Automobile Securities, Car Rental Fleet Securities, COO Securities, Credit 
Card Securities, Equipment Lease Securities, Smalt Business Loan Seoirities and Student Loan 
Securities, or Synthetic Securities with Reference Obligations as Asset-Backed Securities. Asset-Backed 
Securities are securities that entitle the hold^ thereof to receive payment that depend prirharily on tie 
cash now from a specified pool of financial assets, either fixed or revolving, that by their terms convert into 
cash within a finite time period, together wth rights of other assets designed to assure the servicing or 
timely distribution of ixoceeds to holders of the Asset-Backed Securities. 

issuers of Asset-Backed Securities are primarily banks and finance companies, captive finance 
subsidiaries of non-fcnancial corporations or specialized originators such as credit card lenders, or trusts 
or entities formed by such institutions to issue Asset-Backed Securities. Credit risk is an Important issue 
In Asset-Backed Securities because of the significant credit risks inherent in tiie undertying collateral and 
because issuers are primarily private entities. Accordingly, Asset-Backed Securities generally include 
one or more credit enhancements that are designed to raise the overall credit quality of the security 
above that of the underlying collateral. Another Important type of Asset-Backed Security is commercial 
paper issued by speciai-puipose entities. Asset-backed cxxmmercial paper is usually backed by trade 
receivables, though such conduits may also fund commercial and industrial loans. Banks are typically 
more active as issuers of these instruments than as investors in them. 

An Asset-Backed Security Is created by the sale of assets or collateral to a conduit, which 
becomes ttie legal issuer of the Asset-Backed Securities. The securitization conduit or issuer is generally 
a bankruptcy-remote vehicle such as a grantor trust or, in the case of an asset-backed commercial paper 
program, a special-purpose entity. The sponsor or originator of ttie collateral usually establishes the 
issuer, intemsts in the trust, which embody the right to certain cash flows arising from the underiying 
assets, are then sold in the form of securities to investors ttirough an investment bank or other securities 
underwriter. Each Asset-Backed Security has a service (often the originator of the coRateral) ttiat is 
responsible for collecting ttie cash fiows generated by ttie securitized assets — principal, interest and fees 
net of losses and any servicing costs as well as other expenses — and for passing ttiem along to ttie 
investors in accordance with the terms of the securities. The servicer processes the payments and 
administers the tKirrower accounte in the po(M. 

The structiire of an Asset-Backed Security and the terms of the investors’ interests in the 
collateral can vary v^ely depending on the type of coRaterai. the desires of investors and the use of 
(^It enhancements. Often Asset-Backed Securities are structured to reallocate the risks entailed in the 
underlymg coHateral (paftk^larty credit risk) Into seairity tranches that match the desires of Investors. For 
example, senior subordinated security sttuctures give holders of senior tranches greater credit risk 
protection (albeit at lower yields) than holders of subordinated tranches. Under this structure, at least two 
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classes of Asset-Backed SecurlUes are issued, with the senior class having a pn'ority claim on the cash 
flows the underlying pool of assets. The subordinated class must absorb credit losses on ttie 
collateral before losses can be diarged to the s^ior porUon. Because the senior class has this priority 
(Maim, cash flows from the underlying pod of assets must Hrst satisfy the requirements of the senior class. 
Only after these requirements have been met will the cash flows be directed to ser^c^ the subordinated 
class. 

Asset-Backed Securities also use various forms of credit enhancements to transform the risk- 
return profile of undertying collateral, including third-party credit enhancements, recourse pro>nsions, 
overcollateralization and various covenant. Third-party credit enhancements include standby letters of 
credit, collateral, mortage insurance or poo! insurance, or surety bonds from third parties. Recourse 
prowsions are guarantees that require Uie originator to cover any losses up to a contractually agreed- 
upon amount. One t^e of recourse provision, usually seen in securities backed by credit card 
receivables, is the "spread a«X3unt.‘ This account is actually an escrow account whose funds are derived 
from a p(»1ion of the spread between the Interest earned on the assets in the undertying pool of rallaterai 
and the lower interest paid on securities issued by the bust. The amounts that accumulate in this escrow 
account are used to cov^ credit k^ses in the undertying asset pool, up to several multipies of histoncal 
losses on the particular assets coltateralizJng the securities. Overcollateralization is another fonm of credit 
enhancement that covers a predetermined amount of potential r^edtt losses. It occurs when the value of 
the underlying assets exceeds the face value of the securities. A similar form of credit enhancement Is 
the cash-collateral account, which is established when a third party deposits cash Into a pledged account. 
The use of cash-collateral accounts, which are considered by enhancers to be loans, grew as the number 
of highly rated banks arvS other credit enhancers declined in the early 1d9Ds. Cash-collateral accounts 
provide credit protecbon to investors of a securitization by eliminating "event risk," or the risk that the 
credit enhancer will have its credit rating downgracied or that it will not be able to fulfill its financiat 
obligation to absorb losses. An investment banking firm or other organization generally serves as an 
underwriter for Asset-Backed Securities. In addition, a credit-rating agency often v^li analyze the policies 
and operations of the originator and servicer, as wen as the structure, undertying poo) of assets, expected 
cash flows and other attributes of the securities. Befrx-e assigning a rating to the issue, the rating agency 
wilt also assess the extent of loss protection provided to investors by the credit enhancements associated 
with the issue. 

Although the basic elements of all Asset-Backed Securities are similar, individual transactions 
can differ markedly In both structure and execution. Importent deteoninants of the risk associated with 
issuing or holding the securities Include the process by which principal and Interest payments are 
allocated and down-streamed to investors, how credit losses aftect the trust and the return to investors, 
whether collateral represents a fixed set of specific assets (h* accounts, whether the underlying collateral 
assets are revolving or closed-end, under what terms (including maturity of the asset-backed instrument) 
any remaining balance in the accounts may revert to the Issuing company and the extent to which the 
company that is the actual source of the collateral assets is obligated to provide support to the trust or 
conduit or to the investors. Further issues may arise based on discretionary behavior of the issuer v^hin 
the terms of the securifizatlon agreement, such as voluntary txtybacks from, or contributions to, the 
underlying pool of loans when credit losses rise. A bank or other issuer may play more than one role in 
the securitizaticxi process. An issuer can simultaneously serve as originator of loans, servicer, 
administrator of the trust, underwriter, provider of liquidity and credit enhancer. Issuers typically receive a 
fee for each element of the transaction they undertake. The multipitcity of roles that may be played by a 
single firm— -within a single securitization or across a number of them— means that credit and operational 
risk can accumulate into significant concentrations with respect to one or a small number of firms. 
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There are many different varieties of Asset-Backed Securities, often customized to the t^ros and 
characteristics of the underlying collateral. The most common types are securities a>ilateralized by 
mortgages and revolving credit-card receivables, but instruments backed by home equity loans, other 
second mortgages and automobile-finance receivables are afso cc»nmon. 

Securities backed by ciosed-end installment loans are typically the least complex form of asset- 
backed instruments. Collateral for these Asset-Backed Securities typically includes leases, student loans 
and automobile bans. The loans that form the pool of conateral for the Asset-Backed Securities may 
have varying contracUjal mabrities and may or may not represent a heterogeneous pool of torrowers. 
Unlike a mortgage pass-through instrument, the trustee does not need to take physical possession of any 
account documents to perfect a security interest in the recei^Ues under die Uniform Commercial Code. 
The repayment stream on Installment loans is fairly predictable, since it is primarily determined by a 
contractual amortization schedule. Early repayment on these instnjmants can occur for a number of 
reasons, with most tied to die disposition of the underlying collateral (for example, in the case of Asset- 
Backed Securities backed by automobile loans, the sale of the vehides). Interest is typically passed 
through to security holders at a fixed rate that is slightly below the weighted average coupon of the loan 
poo), allowing for servidng and other expenses as well as credit bsses. 

Unlike cbsed-end installment loans. revoMng credit receivables involve greater uncertainty about 
future cash flows. Therefore. Asset-Backed Securities structures using this type of collateral must be 
more complex to afford investors more comfort in predicting dieir repayment. Accounts included in the 
securtdzation pool may have balances that grow or decline over the life of the Asset-Backed Securities. 
Accordingly, at maturity of the Asset-Backed Securities, any renfiaining balances revert to the originator. 
During the term of die Asset-Backed Securities, the or1ginatc»r may be required to sell additional accounts 
to the pool to maintain a minimum dollar amount of collateral if accountholders pay down their balances at 
greater than fxedetermlned rates. Credit canj securfdzafions are the most prevalent form of revolving 
credit Asset-Backed Securities, although home equity lines of credit are a growing source of Asset- 
Backed Securities collateral. Credit card securitizations are typically structured to Incorporate two phases 
In the life cycle of the collateral; an initial phase during which the principal amount of the securities 
remains constant and an amortizatton phase during whk^i Investors are paid off. A specific period of time 
is assigned to each phase. Typically, a specific pool of accounts is identlHed in the securitization 
documents, and these specifications may include not only the initial pool of loans but a portfoib from 
which new accounts may be contributed. The dominant vehicle for issuing securities backed by credit 
cards Is a master trust structure with a "spread account,” whteh Is funded up to a predetermined amount 
through 'excess yield’— that is, interest and fee Income hss credit losses, servicing and other fees. With 
credit card receivables, the Income from Ihe pool of loans — even after credit losses— is generally much 
higher than the return paid to Investors. After the spread account accumulates to Its predetermined level, 
the excess yield reverts to the issuer. Under GAAP, issuers are required to recognize on their balance 
sheet an excess yield asset that is based on the fair value of the expected future excess yield; in 
principle, this value would be based on the net present value of toe expected earnings stream from toe 
transaction. Issuers are furtoer required to revalue the asset periodically to take account of changes in 
fair value that may occur due to Interest rates, actual credit bsses and other factors relevant to the future 
stream of excess yield. 

A number of banks have used a structure — a 'special-purpose 6011!/ — that is designed to 
acquire trade receivables and cmimerciai loans from higlniiuallty (often investment-grade) obligors and 
to fund those loans by issuing (asset-backed) commeit^al pap^ that is to be repaid the cash fbw of 
toe receivables. Capital is contobuted to the special-purpose entity by the originating bank that, together 
with the high quality of toe underlying borrowers, is sufficient to allow the special-purpose entity to receive 
a high credit rating. Tlie net result is that the special-purpose enlit/s cost of funding can be at or below 


116 


Confidential Treatment Requested 


GEM7-00000563 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00426 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



423 


Footnote Exhibits - Page 1175 


that of ttie originating bank itself. The special-purpose entity is 'owned' by individuals who are not 
formally affiliated with the bank, although the degree of separation is typicaiiy minimal. These 
securitization pn^rams enable banks to arrange short-term financing support for their customers without 
having to extend cmiit directly. This structure provides bcmowers with an alternative source of funding 
and allows banks to earn fee income for managing the programs. As the asset-backed commercial paper 
structure has developed, it has been used to finance a variety of underlying ioans—tn some c^ses, loans 
purchased from other firms rather than originated by the bank itself— and as a 'remote origination' vehicle 
from which loans can be made directly. Uke other securitization techniques, this sfructure atiows banks 
to meet their customers' credit needs while incurring lower capital requirements and a smaller balance 
sheet than if it made the loans dIrecHy. 

Issuers obtain a number of advantages from securitizing assets, including improving their capital 
raUos and return on assets, monetlzifig gains in loan value, generating fee Income by providing services 
to the securitizaUon conduit, closing a potential source of interest-rate risk and increasing institutionai 
liquidity by providing access to a new source of funds. Investors are attracted by the high credit quality of 
Asset-Backed Securities, as well as their attractive returns. 

Asset-B£K;ked Securities carry coupons that can be fixed or floating. Pricing Is typically designed 
to mirror the coupon characteristics of the loans being securffized. The spread vrill vary depending on the 
credit quality of the underlying collateral, the degree and nature of credit enhancement and the degree of 
variability in the cash flows emanating from (he securitized loans. 

Credit risk arises from (a) losses due to defaults by the borrowers in the underlying coilatera!, (b) 
the issuer's or servicer's failure to perform and (c) fraud. These elements can blur together as, for 
exam^e, in the case of a servicer who does not provide adequate credit-review scrutiny to the serviced 
portfolio, leading to higher incidence of defaults. Asset-Backed Securities are rated by major rating 
agencies. Market risk arises from the cash-flow characteristics of the security, which for many Asset- 
Backed Securities tend to be predictable. The greatest variability in cash flows comes from credit 
performance, including the presence of wind-down or acceleration features designed to protect the 
invests in frie event that credit losses In the portfolio rise weit above expected iev^s. Interest-rate risk 
arises for the issuer from the relationship between the pricing terms on the underlying collateral and the 
terms of the rate paid to security holders and from the need to mark to market the excess servicing or 
spread account proceeds earned on (he balance sheet. Uqurdity risk can arise from increased perceived 
cr»jtt risk, like friat which occurred in 1996 and 1997 with the rise in reported delinquencies and losses 
on securitized pools of credit cards. Liquidity can also become a major concern for asset-backed 
commercial paper programs if concerns about credit quality, for example, lead investors to avoid foe 
commercial paper issued by foe relevant special-purpose entity. For these cases, the securitization 
transaction may include a 'liquidity facility,* which requires the facitily provider to advance funds to the 
relevant special-purpose entity should liquidity (HX}blems arise. To the extent that the bank originating the 
bans is also foe provider of the liquidity facility, and that the bank is likely to experience similar market 
concerns if foe loans it originates deteriorate, foe ultimate practical value of foe liquidity facility to foe 
imnsaction may be questionable. Operations risk arises through the potential for misrepresentation of 
ban quality or terms by the originating institution, misrepresentation of foe nature and current value of the 
assets by the servicer and inadequate controls over disbursements and receipts by the servicer. 

The Underlying Assets are divided into different 'Specified Types '. The Specified Types are set 
forth below. 

‘ABX Tranche Security* means Underlying Assets that are issued by a spedai purpose issuer 
as part of an ABX.HE index administered and marketed by Markit Group Limited. The rating of any ABX 
Tranche Security will be deemed to be the rating associated with the relevant reference index. 
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"Automobile Securities" means Underiying Assete that entrtie the holders ther^ to receive 
payments that depend (except few rights or other assets designed to assure the servicing or timely 
distribution of proceeds to holders of the Asset>6acked Securities) on the cash flow from installment sale 
loans made to finance ttie purchase of, or from leases of, automobiles, generally having the follo^^ng 
characteristics: (1 ) the loans or leases may have varying contractual maturities; (2) the loans or leases 
are obligations of numerous borrowers or lessors and accordingly represent a diversi^ed pool of obligor 
credit risk; (3) the repayment stream on such loans or teases is primarily determined by a contractual 
payment schedule, with early r^ayment on such loans (w leases predominantly dependent upon the 
disposition of the underlying vehicie; and (4) such leases typically provide for the right of the lessee to 
purchase the vehicie for its stated residual value, subject to payments at the end of lease term f(w excess 
mileage cw use. 

"Car Rental Fleet Securities* means Underlying Assets toat entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the servicing or timely 
distribution of proceeds to holders of the Underlying Securities) on the cash flow frewn leases and 
subleases of vehicles to car rental systems and their franchisees, generally having the fotlowing 
charBCteristIcs: (1) toe teases and subleases have varying crwitractual maturities; (2) the subleases are 
obligations of numerous franchisees and accordingly represent a very diversified pool of obligor credit 
risk; (3) toe repayment sti'eam on such leases and subleases is primarily determined by a contractual 
payment schedule, vrito earty termination of such leases and subleases predominantly dependent upon 
toe disposition to a lessee or third party of the underlying vehicle; and (4) such leases or subleases 
typically provide for the right of the lessee or sublessee to purchase the vehicle for its stated residual 
value, subject to payments at the end of lease term for excess mileage or use. 

"CDO Securities* means securities that entitle the holders thereof to receive payments that 
depend (except for rights or other assets designed to assure the servicing or timely distribution of 
proceeds to holders of toe COO Securities) on the cash flow from a portfolio of Synthetic Securities, 
Underiying Securities, Commercial Mortgage-Backed Securities. Residential Mortgage-Backed Securities, 
bank loan securities, domestic corporate debt securities, high-grade asset-backed securities and trust 
preferred securities or any combination of toe foregoing, generally having the following charaderistics: 
(1) toe securities have varying contractual maturities; (2) the securities are obligations of a relatively 
limited number of obligors or lssu«^ and accordingly represent a relatively undiversified pool of obligor 
credit risk; (3) repayment thereof can vary substantially from the contractual payment schedule (if any), 
with early prepayment of individual securities depending on numerous factors specific to the particular 
issuers or obligors and upon whether, in toe case of seojiities bearing interest at a fixed rate, such 
securities include an effective prepayment premium; and (4) proceeds from such repayments can for a 
limited period and subject to compliance with certain eligibility criteria be reinvested in additional 
securities. 

"CMBS Securities' means Underlying Securities that entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the slicing or timely 
distribution of proceeds to holders of toe Underlying Securities) on the cash flow from (a) a pool of 
ccxnmercial mortgage loans made to finance the acquisition, construction and improvement of properties 
or (b) the leasing of surto jwctoerties to corporate tenants. They generally have the following 
characteristics: (a) the commerdal mortgage loans have varyng contractual maturities; (b) toe 
commercial mortgage loans are secured by real property ^nirchased or improved wto toe proceeds 
thereof: (c) the commercial mortgage loans are obligations of a relatively limited number of obligors and 
acconlingly refwesent a relatively undlversified pool of obligor credit risk; (d) repayment toereof can vary 
substantially from toe contractual payment schedule (if any), with early prepayment of individual loans 
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depending on numerous factors specific to ttie particular obligors and upon whether, in the case of ioans 
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium. 

"Commercial ABS Securities* means Equipment Lease Securities and Small Business Loan 
Securities; and any other type of Underlying Securities that becomes a Specified Type after the Closing 
Date, subject to Noteholder consent, as described below and is designated as "Commercial ABS 
Securities* In connection therewith. 

'Consumer Securities* means Automobile Securities, Car Rental Fleet Securities. 
Consumer Loan Securities. Credit Card Securities and Student Loan Securities; and any other type of 
Underlying Securities that becomes a Specified Type after tha Closing Date, subject to Noteholder 
consent, as descrited below and is designated as ’Consumer ABS Securities* in connection therev^. 

'Consumer Loan Securities' means Underlying Securities that entitle the headers thereof to 
receive payments that depend (except for rights or other assets designed to assure the servicing or timely 
dIsWbution of fwoceeds to holders of the Underfying Securities) on the cash flow from balan<»s 
outetanding und^ revolving consumer loan accounts, generally having the following characteristics; (1) 
the accounts have standardized payment tenms; (2) the balances are obligations of numerous borrowers 
and accordingly rejxesent a very diversified pool of obligor credit hsk; and (3) the repayment stream on 
such balances do^ not depend upon a contractual payment schedule, with early repayment depending 
primarily on Interest rates, availability of credit against a maximum credit limit and genial economic 
matters. 


'Credit Card Securities* means Underlying Assets that entitle the holders thereof to receive 
payments that depend (except fex* rights or other assets designed to assure the servicing or timely 
distribution of proceeds to holders of the Underfying Securities) on the cash flow from batances 
outstanding under rewMng consumer credit card accounts, generally having the following 
characteristics: (1) the accounts have standardized payment terms and require minimum ninthly 
payments; (2) the balances are obligations of numerous borrowers and accordingly repi^ent a 
dive^ified pool of obligor credit risk; and (3) the repayment stream on such balances does not depend 
uptxt a contractual payment schedule, with early repayment depending primarily on interest rates, 
as^iiablllty of credit against a maximum credit limit and general economic matters. 

'Emerging Market ' means a country that is In Latin America. Asia, Africa, Eastern Europe or the 
Caribbean or In a country Uie Dollar denominate obligations of which are rate lower than *Aa2* by 
Moe/s or "AA* by Standard & Poor's; 

'Equipment Lease Securities' means ueeriy^g Assets that entitle the holders thereof to 
receive parents that depend (except for rights or othw^ assets designed to assure the servicing or timely 
dtstiibution of proceeds to holders of the Underlying Assets) on the cash flow from leases and subleases 
of equipment to commeroial and industrial customers, generally having the following characteristics: (1) 
the leases and subleases have varying contractual maturities; (2) the leases or subleases are obligations 
of a relatively limited number of obligors and accordingty represent an undiversrfied pool of obligor credit 
risk; (3) the repayment stream on such leases and subleases Is primarily determined by a contractual 
payment schedule, with earty termination of such leases and subleases predominantly dependent upon 
the disposition to a lessee, sublessee or third party of the underiying equipment; and (4) such leases or 
subleases typically provide for ti>e right of the lessee or sut^essee to purchase the equipment for its 
stated residual value, subject to payments at the end of lease temn for excess usage. 

'Mid'Prime Securities" means Residential Securities that have a FICO Score above 625 and 
below 700. 
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"Noii'Subprime Home Equity Loan Underiying Securities' means Undeilying Msets (other 
than Residential B/C Mortgage-Backed Securities and ResidenUa! A Mortgage-Backed Securiti^) that 
entitle their holders to receive payments Uiat depend primarily on the cash flow balances (including 
re'nsMng balances) outstanding under loans or lines of credit to non-subprime bonowers secured by 
residential real estate (single or two-or-fair-famity properties) the proceeds of which loans cw* lines of 
credit are not generally used to purchase such real estate <»' purchase or ronstnjct dwellings thereon 
(or to refinance indebtedness previou^y used for su(^ purchase or constmction), generally having the 
ft^lowing characteristics: (1) tiie balances have standardized payment terms ^d require minimum 
mondiiy payments; (2) the balances are obligations of numerous borrowers end accordingly represent a 
diversified pool of obligor credit risk; (3) the repayment stream on such balances does not depend upon a 
contractual parent sch^ute, vrith early repayment depending primarily on interest rates and general 
economic matters; and (4) the loan or line of credit may be secured by residential real estate with a 
market value (determined on the date of rxigination of such loan or line of credit) that is less or more than 
ttie original proceeds of such loan or line of credit 

'Prime Securities' means Residential Securities ttial have a FICO Score equal to or above 700. 

"Residential A Mortgage-Backed Securities” means Underlying Assets (other than Residential 
B/C Mortgage-Backed Securities and Non-Subprime Home Equity Loan Underlying Securities) that entitle 
their holders to receive payments that depend primarily on the cash flow from prime residential mortgage 
loans secured (on a first priority basis, subject to permitted Kens, easements and other encumbrances) by 
residential real estate (single or two-to-four-family properties) the proceeds of which were used to 
purchase real estate and purchase or consbiict dwellings thereon (or to refinance indebtedness 
previously so used), generally having the following characteristics: (1) the mortgage loans have 
standardized payment terms and require minimum monthly payments; (2) the mortgage loans are 
obligations of numerous borrowers and accordingly represent a diversified pool of obligor credit risk; (3) 
repayment of such securities can vary substantially their contractual payment schedules and 
depends entirely upon the rate at which the mortgage loans are repaid; and (4) the repayment of such 
mortgage loans Is subject to a contractual payment schedule, with early prepayment of individual loans 
depending on numerous factors specific to the particular obligors and upon whether, In tite case of loans 
bearing Interest at a fixed rate, such loans or securities include an effective prepayment premium and 
with early repayment depending primarily on interest rates and the sale of the mortgaged real estate and 
related dwelling and generally no penalties for early repayment. 

'Residential B/C Mortgage-Backed Securities* means Underlying Assets (other than 
Residential A Mortgage-Backed Securities and Non-Subprime Home Equity Loan Underling Securities) 
that entitle their holders to receive payments that depend primarily on the cash flow from subprime 
residential mortgage loans secured (on a tirst priority basis, subject to permitted liens, easements and 
other encumbrances) by residential real estate (single or two-to-four-famity properties) the proceeds of 
\N^ich were used to purchase real estate and purchase or construct dwellings thereon (or to refinance 
indebtedness previously so used), generally having the foliovring characteristics: (1) the mortage loans 
have standanSized payment terms and require minimum monthly payments; (2) the mortgage loans are 
obligations of numerous borrowers and accordingly represent a diversified pool of obligor credit risk; (3) 
repayment of such securities can vary substantially from their contractual payment schedule and 
depends entirely upon the rate at which the mortgage loans are repaid; and (4) the repa^ent of such 
mortgage loans is subject to a contractual payment sdiedule, with early prepayment of individual loans 
depending on numerous factors specific to tiie particular obligors and upon whether, In the case of loans 
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium and 
with earty repayment depending primarily on interest rates and ttie sale of the mortgaged real estate and 
related dwelling and generally no penaiUes for early repaym^t. 
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'ResidenUai Securities" or "RMBS Securities* means Residentiai A Mortgage-Backed 
Securities. Residential B/C Mortgage-Backed Securities and Non-Subprime Home Equity Loan 
Underlying Securities. 

"Small Business Loan Securities* means Underlying Securities (oUier than Franchise 
Securities) that entitle the holders thereof to receive payments that depend (except fw rights or other 
assets designed to assure the servicing or timely distribution oi proceeds to holders of the Underlying 
Securities) on the cash flow from genera) purpose corporate loans made to small tHJSiness concerns, 
including but not limited to those (a) made pursuant to Section 7(a) of the United States Small Business 
Act, as amended, and (b) partially guaranteed by the United States Small Business Administration. Small 
Business Loan S^urities generally have the foilovwng characteristics: (1) the loans have standardized 
terms; (2) tiie loans are obligations of a relatively limited number of bomowers and accordingly represent 
an undiversifled pool of obligor, credit risk; and (3) repayment thereof can vary substantially from the 
contractual payment schedule (if any), with early prepayment of individual loans depending on numerous 
factors speciftc to the particular obligors and upon whether, in ti)& case of loans bearing interest at a fixed 
rate, such loans or securities include an effective prepayment premium. For the purpose of this definition, 
"Franchise Securities* means Underlying Securities that riffle the holders thereof to rac^e paym^ts 
ttiat depend (except for rights or other assets designed to assure tiie servicing or timely distribution of 
proceeds to hdders of the Underlying Securities) on the cash flow from (a) a pool of franchise loans 
made to operators of franchises that provide oil, gasoline, restaurant or food services and provide other 
servk^s related tiiereto and (b) leases or subleases of equipment to such operators for use in the 
provision of such goods and services. They generally have the following characteristics: (1) the loans, 
leases or subleases have varying contractual maturities; (2) the loans are secured by real property 
purchased or improved with the proceeds thereof (or to refinance an outstanding loan the proceeds of 
which were so used); (3) the obligations of the lessors or sublessors of the equipment may be secured 
not only by the leased equipment but also the related real estate; ( 4 ) the loans, leases and subleases are 
obligations of a relatively limited number of obligors and accordingly represent a relatively undiversHied 
pool of obligor credit risk; (5) payment of the loans can vary substantially . from the contractual payment 
schedule (If any), with prepayment of individual loans depending on numerous factors specific to the 
particular obligors and upon whether, in the case of loans bearing interest at a fixed rate, such loans 
Include an effective prepayment premium; (6) the repayment stream on the leases and subleases is 
primarily determined by a contractual payment schedule, wth early termination of such leases and 
subleases predominantly dependent upon the disposition to a lessee, a sublessee or third party of the 
underlying equipment; (7) such leases and subleases typically provide for the right of the lessee or 
sublessee to purchase the equipment for its stated residual value, subject to payments at the end of a 
lease term for excess usage or wear and tear; and (8) the ownership of a franchise right or other simitar 
license and the creditvwsrthlness of such franchise operators is the primary factor in any decision to Invest 
in these securities. 

"Student Loan Securities* means Underijring Assets that entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the serviang or timely 
distribution of proceeds to holders of the Underlying Securities) on the cash flow from loans made to 
students (or their parents) to finance educational needs, generally having the following characteristics: 
(1) the loans ha^m standardized terms; (2) the loans are obligations of numerous borrowers and 
acct^dingly represent a diversified pool of obligor credit risk; (3) the repayment stream on such loans is 
primarily determined by a contractual payment sctieduie, vrith early repayment on such loans 
FK^edominantly dependent upon Interest rales and the income of borrowers following the commencement 
of amortization; and (4) such loans may be fully or partially insured or reinsured by the United States 
Department of Education. 
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*Sub-P{ime Securities” means Residential Securities that have a FICO Score equal to or below 

625. 

Underlying Assets — Synthetic Securities 

The following is a description of the Synthetic SecmriUes. The terms used in this Section 
Synthetic Securities* but not otherwise defined in this Offering Circular have the meanings set forth in Uie 
fomn of Confiimation attached hereto as Schedule G in the case of Reference Obligations that are RMBS 
Seoirilies, in the form at Confirmation attached haelo as Schedule H in the case of Reference 
Obligations that are ABX Tranche Securities, in the form erf Conflnnation attached hereto as Schedule i 
in the case of Reference Obligatbns that are CMBS Securities or in the fonn of Confirmation attached 
hereto as Schedule J in the case of Reference Obligations that are CDO Securities. The terms of any 
additional Synthetic Security may vary substantially from the temns described below and in the 
Confirmation. Any Synthetic Security documented under any of the forms of corrfirmation attached hereto 
as Scheduie 6. Schedule H. Schedule i and Schedule J is a "Form'Approved Synthetic Security* 
The Issuer may not enter Into any Synthetic Security that is not a Form-Approved Synthetic Security 
unless the Rating Agency Condition Is satisfied and. the Issuw may not enter into any Synthetic Security 
that is not a "pay as go* swap unless the Issuer, or the Collateral Manager on behalf of the issuer, 
requests and receives the recovery rate and rating appticabte to such Synthetic Security from Standard & 
Poor's. For the avoidance of doubt. Offset Transactions and Offsetting Transactions vwll not be deemed 
to be Synthetic Securities. Any material change to the terms of an additional Confirmation will be 
required to satisfy the Rating Condition. 

Prior to the Closing Date, the Issuer will have entered into a series of credit default swaps (each a 
*Syntiietic Security”) with Deutsche Bank AG (in such role, the ‘First Synthetic Security 
Counterparty”). Each Synthetic Security relates to a Reference Obligation whereby toe Issuer sells 
credit protection to the related Synthetic Security Counterparty on such Reference Obligation. Each 
Syntoetic Security will be entered Into pureuant to a 1992 ISOA Master Agreement (Multlcun^ncy-Cross 
Border), Including the schedule thereto (the ‘Master Agreemenr), between the Issuer and a Syntoetic 
Security Counterparty, and a separate confirmation of transaction (a 'Confirmation*) evidencing the 
S>rito6t{C Security thereund^. Each Confirmation may e^tidence several different transactions, each of 
vtoich is separate and distinct from all others documented under such Confirmation and relates to an 
Individual Reference Obligation that Is an Asset-Backed Security. Terms used in this section and not 
defined herein or in the Confirmations attached hereto as (i) Schedule G In toe case of Reference 
Obligations that are RMBS Securities, in the form of Confnmalton, (11) attached hereto as Schedule H In 
toe case of Reference Obligations toat are ABX Tranche Securities, (Hi) in the form of Confirmation 
attached hereto as Schedule I I n toe case of Reference Obligations that are CMBS Securities or (Iv) in 
toe form of Confirmation attached hereto as Schedule J in the case of Reference Obligations that are 
CDO Securities will have the meanings specified in the 2003 iSOA Credit Derivatives Defmrtions as 
published by ISOA (the ’Credit Oerivattves Definitions”). 

For toe avddance of doubt the Synthetic Securities wii exclude any Offsetting Transactions and 
any Synthetic Security that constitutes a component of the Offset Transactions shall cease to be a 
Syntoetic Security from and including toe time the relevant Offsetting Transaction is effective. 

'Reference Obligation* means any Asset-Backed Security that, as of toe related trade date, 
satisfies the Eligibility Criteria. 

"Reference Obligor* means the obligor on a Reference Obligation. 
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Following the Closing Date and only in accordance with the Eligibility Criteria, the Issuer may (i) 
ent^ Into additional Synthetic Securities with the Farst S^ithetic Security Count^arty and/or (li) enter 
into new Synttietic SecuriUes with different synthetic security counterparties (together with the First 
S^thetic Security Counterparty, the *Synffrietic Security Counterparties') pursuant to a separate 
Master Agreement and Confirmation; pmvided that after giving effect to any such transacticm, the 
SyntheUc Security Coliateml Amount equals or exceeds toe Required Synthetic Security Collateral 
/Amount. The 'Synthetic Security Cotlateral Amount* equals on any date of det^mination. the amount 
on de(K>srt in toe related S^toetic Security Collateral ^xount, if any (including the Aggregate 
Principat/Notional Balance of the Eligible Investments on deposit in such account, but excluding ail 
earnings on such Eiigtole investments). The 'Required Synthetic Security Coliateial ^ounf equals, 
wAth respect to each Synthetic Security Counterparty, on any date of determination, toe Aggregate 
Principai/Notional Balance of all Syntoetic Securities entered into with such S^toetic Security 
Counterparty minus toe Aggregate Rrincipat/Notionai Balance all Offset Transactions wito respect to 
Syntoetic Securities entered into wito such Synthetic Security Counterparty. Each Master Agreement 
entered into with a Synthetic Security Counterparty shall be substantially identical to toe Master 
Agreement entered into between the Issuer and the First Synthetic Security Counterparty prior to closing 
or. if not substantially Identical, shall be approved by toe First Syntoetic Security Count^arty and each 
Rating Agency. Each Confirmation entered into wto a Synthetic Security Counterparty shall be 
substantially similar to (w) the forni of Confirmation attached hereto as Schedule G In the case of 
Reference Obligations toat are RM6S Securities, (x) the form of Confirmation attached hereto as 
Schedule H i n the case of Reference Obligations that are ABX Tranche SecuriUes, (y) the form of 
Confirmation attached hereto as Schedule I in the case of Reference Obligations that are CM6S 
Securities or (z) toe fcwm of Confirmation attached hereto as Schedule J i n the case of Reference 
Obligations toat are COO Securities or, if not substantially similar, shall be approved by each otoer 
Synthetic Security Counterparty and each Rating Agency. 

Each Synthetic Security Counterparty has toe right In the event of an assignment of the relevant 
Syntoetic Security to reject any replacement for toe Issuer. In deciding svhether to accept or reject a 
replacement for the issuer, the Syntoetic Security Counterparty does not have to consider toe interests of 
toe Issuer w the Noteholders. If as of any Determination Date, the amount on deposit in toe Syntoetic 
Security Collateral Account exceeds toe Required Syntoetic Security Collateral Amount, such excess 
amount will be deposited Into the Principal Collection Account and deemed to be Principal Proceeds. 
Under each Synthetic Security, on each Fixed Rale Payer Payment Date, the relevant Syntoetic Security 
Counterparty will be obligated to pay the Fixed Amounts to toe Issuer. The First Synthetic Security 
Counterparty will pay the Fixed Amount to toe Issuer as determined by Deutsche Bank AG as calculaticm 
agent (together with its permitted successors and assigns in such capacity, the 'Syntoetic Security 
Calculation Agent”). 

In addition, on each Fixed Rate Payer Payment Dale, the relevant Synthetic Security 
Counterparty will be obligated to pay the Additional Fixed /^ount, if due, to the Issuer. The Additional 
Fixed Amount is comprised of interest Shortfall Reimbursement Payment Amounts. Writedown 
Reimbursement Payment /^mounts and Principal Shorttoll Reimbursement Payment Amounts. 

Under each Synthetic Security, on each Floating Rate Payer Payment Date, the Issuer will be 
obligated to pay toe applicable Floating Amounts to (he related Syntoetic Security Count^arty. 

Each Synthetic Security Counterparty may, at Its option, at any time foltoviring toe occumence of a 
Credit Event under a Confirmation with respect to a RMBS Security. CMBS Security or CDO Security, 
physically deliver all or a portion of the underlying Reference Obligation to toe Issuer (any such delivered 
Reference Obligation or portion toereof, a ’Delivered Obligation') with an Exercise Amount not to 
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exceed the Notional Amount of Uie related Syntiietic Security. Upon such physical delivery of any 
Reference Obligation or portion thereof, the issuer will be obligated to pay to the refated S^thetic 
Security Counterparty an amount in cash equal to the Physical Settlement Amount. Any such Delivefed 
Obligation will be credited to a securities account mainbiined with the Tmstee subject to the lien of the 
indenture. Upon delivery, any Delivered Obligation will be deemed to be an Underlying Asset and will 
have the same effect on the Eligibility Criteria as the related Synthetic Security prkx’ to the delivery and 
witti a Principalri^otionai Balance equal to ite outstanding Prlncipat/Notionai Balance, ’Notional Amount* 
of any Synthetic Security vriil equal the ’Reference ObRgation Notional Amount' as defined in such 
Synthetic Security. 

Allocation ProcBdurBS . With respect to tiie Synthetic Securities and Offsetting Transactions, and 
befwe any disbursements are made pursuant to ’Description of the Notes — Priority of Payments — 
Interest Proceeds" and ’—Principal Proceeds* (i) Floating Payments and other amounts due under any 
Synthetic Security, (ii) Physical Settlement Amounts, (81) Principal Payment Amounte, (iv) paymente of 
Additional Fixed Amounts, (v) termination amounts and (vi) Offsetting Transactions will be allocated in 
accc^ance with the 'Allocation Procedures' described below and such amounts will not be applied 
through the Priority of Payments unless specifically selfwth betow: 

(i) Floating Payments and otiier amounts due under the Synthetic Securities . If on 
any Business Day, Floating Payments or any other amounts are due and payable 
by the Issuer in accordance with the fvovislons of any Synthetic Security, other 
than interest Shortfall Amounts and any termination payments with respect to an 
early termination or an event of default (the 'Synthetic Security Payment 
Amount"), the Tnistee shall, on behalf of the Issuer, and pursuant to instruction 
of tee Issuer or Collateral Manager acting on fts behalf, subject to tee procedures 
set forth in the Indenture: 

(A) withdraw from the Sjmthetic Security Collateral Account (including, at tee 
Collateral Manager's discretion, by withdrawing tee necessary amount 
from the Investment Agreement) en amount equal to the lesser of (1) the 
amount credited to the Synthetic Security Collateral Account and (2) the 
Synthetic Security Paymerri Amount; and 

(B) if tee amount withdrawn under (A) above Is less than the Synthetic 
Security Payment Amount, withdraw from the Principal Collection 
Account an amount equal to the lesser of (1) the amount credited to the 
Principal Collection Account and (2) the Synthetic Security Payment 
Amount less tee amounts withdrawn pursuant to clause (A) above. 

The Trustee, on behalf of the Issuer, and pursuant to instruction of the issuer or 

Collateral Manager acting on its behalf, shall pay such proceeds to tee relevant S^thai^ 

Security Counterparty in an amount equal to the Synthetic Security Payment Amount. 

(Ii) Physical Settlement Amount . If on any Business Day, the Physical Settlement 
Amount for any Delivered Obligation is due and payable by the Issuer to the 
relevant Synthetic Security Counterparty pursuant to tee terms of tee related 
Synthetic Security, tee Trustee shelf, on behalf of the issuer, and pursuant to 
instruct'ion of tee issuer or Collateral Manager acting on its behalf, subject to tee 
procedures set forte te tee tndentwe: 
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(A) withdraw from the Synttie^ Security Collatera! Account (including, at the 
Coiiaterai Manager's dlscretbn, by witiidrawing the necessary amount 
from the Investment Agreement) an amcHint equal to Uie lesser of (1) the 
amount credited to the Synthetic Security Collateral Account and (2) the 
Physical Settlement Amount; and 

(B) If the amount wfttidrawn under (A) above is (ess than the Physical 
Settlement Amount, withdraw from the Principal Collection Account an 
amount equal to the lesser of (1) the amount credited to the Prindpai 
CollectiCHi Account and (2) the Physical Settlement Amount less the 
amounts withdrawn pursuant to clause (A) above. 

The Trustee, on behalf of the Issuer, and pursuant lo instruction of ttie Collateral 

Manage, shall pay such proceeds to the relevant Synthetic Security Counterpart in an 

amount equal to the Physical Settlement Amount 

(fii) Principal Payment Amount . If on any Business Day, there is a Principal f^yment 
Amount with respect to any Refererv:e Obligation under a Synthetic Security, the 
Trustee shall, on behalf of the Issuer, and pursuant to instruction of the Collateral 
Manager, subject to the procedures set forth In the Indenture, withdraw from the 
Synttietic Security Collateral Account (including, at the Collateral Manager's 
discretion, by withdrawing the necessary amount from the Investment 
Agreement), an amount equal to the lesser of (1) the amount credited to the 
Synthetic Security Collateral Account (including the amount that the Issuer can 
vMthdraw from the Investment Agreement) and (2) the Principal Payment 
Amount, and such withdrawn amounts will be deemed to be Principal Proceeds 
and credited to tiie Principal Collection Account. 

(iv) Payments of Additional Fixed Amounts . If on any Business Day, the Issuer 
receives Additional Fixed Amounts, the Issuer shall allocate (i) any Interest 
Shortfall Reimbursement Payment Amount, into the Interest Collection Account 
as Interest Proceeds and (B) any Writedown Relmbureement Payment Amount, 
any Principal Shortfall Reimbursement Payment Amount into the Synthetic 
Security Collateral Account. 

(v) Termination or Novation of a Synthetic Security. If on any Business Day, (A)(x) 
there Is an early termination of a Synthetic Security resulting from a termination 
event or an event of default pursuant to the terms of the related Synthetic 
Security, and (y) the Issuer is the Defaulting Party or sole Affected Party (as such 
term is defined in the related Synthetic Security) and (z) as a result of the 
termination of the Synthetic Security, a tennination payment Is due to the 
Synttietic Security Counterparty or (B) the Issuer noN^tes e Synthetic Security 
and a payment Is due to the replacement synthetic swap counterparty (such 
amount, the 'Synthetic Security Termination/Novation Payment (Issuer)*) the 
Trustee shall, on behalf of the Issuer, and pursuant to written instruction of the 
Collateral Manager, subject to the procedures set forth in the Indenture: 

(A) wittidraw from the Synthetic Security Collateral Accwnt (including, at the 
Collateral Manager's discretion, by withdrawing the necessary amount 
from the Investment Agreement) an amount equal to the lesser of (1) ttie 
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amount credited to the Synthetic Security Collateral Account and (2} the 
Synthetic Security TerminalioniNovatkxi Payment (issuer); and 

(B) if the amount withdrawn under (A) above is less ^an the Synthetic 
Security Terminatk^NovaUon Payment (Issuer), withdraw from the 
Prindpat Cotiection Account an amount equal to the lesser of (1) the 
amount credited to the Principal Collection Account and (2) the SyndieSc 
Sei^nty Termination/Novadon Payment (Issu^*) less ttie amounts 
withdrawn pursuant to clause (A). 

The Trustee, on behalf of the Issuer, shall pay from such proceeds any ammrnts due to 
the Synthetic SecHJtity Counterparty of the related Synthetic Security (odier Uian with 
fBspect to a termination event or event erf default where the Synthefc Security 
Counterparty is Uie Defaulting Party or Affected Party (as such term is denned in the 
Synthetic Security)). 

(vi) Payment of amounts due under the Offsetting Transactbns . Any termination 
payments due to the Offsetting Transaction Counterparty in connection widi the 
Disposition of an Offeetting Transaction will be made from the termination 
payment received by the Issuer In respect of the Disposition of the related Offset 
Transaction (if both tf^ Offset Transadion and related Offsetting Transaction are 
terminated) or from Principal Proceeds (if only the Offsetting Transaction Is 
terminated). If an Offsetting Transaction and the related Offset Transaction are 
terminated at the same time, any payments received by the issuer In connection 
with die Disposition of an Offsetting Transaction will be netted against payments 
paid by die Issuer in connection w4th the related Disposition of the corresponding 
Offset Transaction. 

Floatina Payments Payable bv the Issuer . With respect to each Synthetic Security executed 
SUbstanliafly In the form as shown in Schedule G. Schedule H. Schedule I or In Schedule J. the Issuer 
shall pay to the Synthetic Security Counterparty on each Floating Rale Payer Payment Date the 
"Floating Payment" applicable to such Synthetic Security as calculated by the Synthetic Security 
Calculation Agent and confirmed by the Trustee, which shall equal the related Writedown Amount, 
Principal Shortfall Amount or Interest Shortfall Payment Amount, as applicable. 

"Writedown Amount" means. wHh respect to any Reference Obligation Payment Date, the 
product of (a) the amount of any Writedown on such date, (b) the Applicable Percentage and (c) the 
Reference Price. 

"Principal Shortfafi Amount" which means, with respect to a Failure to Pay Principal, the 
greater of (}) zwo; and (ii) the product of (a) the Expected Principal Amount minus the Actual Principal 
Amount, (b) the Applicable Percentage and (c) the Reference Price. If the Principal Shortfall Amount 
would not be greater dtan the Notional Amount Immediately f»ior to the occurrence of a Failure to Pay 
R’incipal, then the Principal Shortfall Amount shall be deemed to be equal to the Notional Amount at such 
time. 


"Interest Shortfall Amount* means, with respect to any Reference ObllgaUon Payment Dale, an 
amount equal to the greater of (a) zero and (b) the product of (1) the Expected interest Amount minus the 
Actual Interest Amount and (ii) the Applicable Percentage; provided that the Interest Shortfall Amount 
shall be subject to a "Fixed Cap" or other similar provision such that the Interest Shcxtfali Amount payable 
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with respect to an interest period shall be limited to the Fixed Amount payable by Uie relevant Synthetic 
Security Counterparty. 

'Expected Interest Amount” means, with respect to any Reference Obl^at^ Payment Date, 
the amount of current interest that woutd accrue during the related Reference Obligation Calculation 
Period calculated using the Reference Obligation Coupon on a Principal/Notonal Balance of the 
Reference Obligation equal to the Outstanding Principal Amount taking into account any reductions due 
to a principal deficiency balance or realized loss amount (however described in the Underlying 
Instruments) that are attributable to the Reference Ot^igation. Except as provided in the previous 
sentence, the Expected Interest Arrmunt shall be determined without regard to (i) unpaid amounts in 
respect of accrued interest on prior Reference Obligation Payment Dates, or (If) any prepayment 
penalties or yield maintenance |^^ri^ions. 

'Actual Interest Amount* means, with respect to any Reference Obligation Payment Date, 
parent fay or on behalf of the Issuer of an amount In respect of inleresl due under Reference Obligation 
including, vrithout limitation, any deferred interest, defaulted interest, but excluding payments in respect of 
prepa^mient penalties or (xlncipal (except that the Actual interest Amount shall include any payment of 
principal representing capitalized Interest} paid to the hoider(s) of the Reference Obligation In respect of 
the Reference Obligaticm. 

'Reference Obligation Calculation Period* means, with respect to each Reference Obligation 
Payment Date, a pwtod corresponding to the interest accrual period relating to such Reference Obligation 
Payment Date pursuant to the Underlying Instruments; provfcfed, however, that in the case of the first 
Reference Obligation Calculation Period, such Reference Obligation Calculation Period shall commence 
on and include the Effective Date of such Synthetic Security. 

'Floating Rato Payer Payment Date' has the meaning specified In the related Synthetic 
Security, but will generally mean the first Fixed Rate Payer Payment Date falling at least two Business 
Days after deliv^ of a notice by the Calculation Agent to the Synthetic Security Counterparty and 9>e 
Issuer or the Synthetic Security Counterparty to the tssu^ that the related Floating Amount is due. 

Additional Fixed Amounts Payable bv the Synthetic Security Countervartv . With respect to each 
Synthetic Security executed in the form as shown in Schedule G . in the form as shown in Schedule H. in 
the form as shown In Schedule I or in the form as showi In Schedule J. in addition to the Fixed 
Amounts, the Synthetic Security Counterparty shall pay to the Issuer 'Additional Fixed Amounts" 
consisting of: 

(a) the payment of an Actual Interest Amount that Is greater than the Expected Interest 
Amount multiplied by the Applicable Percentage subject to the Fixed Cap (such 
reimbursement amount the 'Interest Shortteil Reimbursement Payment Amount*); 

(b) the Writedown Reimbursement Amount specified by the Synthetic Security Caicutetion 
/^ent in Its notice to the parties or the issuer in its notice to the Synthetic Secur% 
Counterparty of the existence of a Writedown Reimbursement (such reimbursement 
amount, tfie "Writedown Reimbursement Payment Amount"); provided that the 
aggregate of all Writedown Reimbursement Payment Amounts at any time shall not 
exceed the aggregate of alt Floating Amounts paid by the Issuer In respect of 
Writedowns: and 

(c) the Principal Slxxtfall Reimbursement Amount specified by the Synthetic Security 
Calculation Agent in Its notice to the parties or the Issuer in its notice to the Synthetic 
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Security Counterparty of ttie existence of a Principal. Shortfall Reimbursement (such 
reimbursement amount, the ’Principal Shortfall Reimbursement Payment Amount*); 
provided that the aggregate of all Principal Shortfalt Reimbursement Payment Amounte at 
any time shall not exceed the Aggregate of all Floating Amounts paid by the Issuer in 
respect of cxxurrences of Failure to Pay Prirxxj^i. 

*Wi1tedown Reimbursement* means, with respect to any day, Qie occuirence of either (a) a 
payment in respect of tfie Reference Obligation in reduction of any prior Writedowns or (b) (i) an Increase 
in the Outstanding Principal Amount of the Reference Obligation to reflect the reversal of any prior 
Writedowns or (it) a decrease in the principal deficiency balance or realized loss amounts (howsoev^' 
described In the Underiying Instruments) attributable to the Reference Obligation). 

"Writedown Reimbursement Amount* means, with respect to any day the product d' (a) the 
sum of all Writedown Reimbursements on that day (b) the Applicable Percentage and (c) Uie Reference 
Price. 

'Principal Shortfall Reimbursement Amount* means, with respect to any Reference Obligation 
Payment Date, the (xoduct of (a) the amount of any Principal Shortfall Reimbursement, (b) the Applicabie 
Percentage and (c) the Reference Price. 

'Principal Shortfall Reimbursement* means, with respect to any Reference Obligation Payment 
Date, the payment of an amount in respect of the Reference Obligation in or toward the satisfaction of 
any deferral of or failure to pay priricipal arising from one or more prior occurrences of a Failure to Pay 
Principat. 

Credit Events . "Credit Event* means, solely with respect to Reference Obligations that are 
RMBS Securities, with respect to any Reference Obligation, the occurrence of a: 

(I) 'Failure to Pay Principal*, means (i) a failure by the Reference Entity (or any 
Insurer) to pay an Expected Principal Amount on the Final Amortization Date or 
the Legal Final Maturity Date, as the case may be or (ii) payment on any such 
day of an Actual Principal Amourrt that is less than the Expected Principal 
Amount; provided that the failure by the Reference Entity (or any Insurer) to pay 
any such amount in respect of principal in accordance with the foregoing shall 
not constitute a Failure to Pay PrirKipal if such failure has been remedied within 
any grace period applicable to such payment obligation under the Underlying 
Instruments or, if no such grace period is applicable, within three Business Days 
after the day on which the Expected Principal Amount was scheduled to be paid; 

(ii) *Writedown*, means the occurrence at any time on or after the Effective Date of: 
(i) (A) a writedown or applied loss (however described In the Underlying 
In^ruments) resulting In a reduction In the Outstanding Principal Amount (other 
than as a result of a scheduled or unscheduled payment of principal); or (B) the 
attfibution of a principal deftclency or realized loss (howsoever described In the 
Underlying Inslnjments) to the Reference Obligation resulting In a reduction of 
the current interest payable on the Reference Obligation; or (Ii) the forgiven^s of 
any amount of principal by the holders of the Reference Obligation pursuant to 
an amendment to the Underlying Instruments resulting in a reduction in the 
Outstanding Principal Amount; 
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(iii) "Distressed Ratings Downgrade”, whteh means that the Reference Obligation, 

on any date of determination: 

(a) if publicly rated by Moody's. 

(i) is downgraded to *Caa2* or below by Moody's or 

(ii) has the rating assigned to it by Moody's withdrawn and, in eac^ 
case, not reinstated ^hin five (5) Business Days of such 
downgrade or witftdrawai; provided, if such Reference Obligation 
was assigned a public rating of ”Baa3* or higher by Moody's 
Immediately prior to the occurrence of such withdrawai, it shall 
not constitute a Distressed Ratings Oovmgrade if such 
Reference Obligation is assigned a public rating of at least 
'Caar by Moody's within three (3) calendar months of such 
withdrawal; or 

(b) rf publicly rated by StarKiard & Poor's, 

(i) is downgraded to *CCC" or below by Standard & Poor's 

(ii) has the rating assigned to it by Standard & Poor's withdrawn 
and, in each case, not reinstated within five (5) Business Da^ of 
such downgrade or withdrawal; provided, if such Reference 
Obligation was assigned a public rating of or higher by 
Standard & Po^s immediately prior to the occurrence of such 
withdrawal, it shall not constitute a Distressed Ratings 
Domigrade if such Reference Obligation Is assigned a public 
rating of at feast "CCC-i'” by StarKlard & Poor's within three (3) 
calendar monUis of such withdrawal; or 

(c) If publicly rated by Fitch Ratings Inc. (•Fitch”), 

(i) is downgraded to *CCC" or below by FKch or 

(ii) has the rating assigned to it by Fitch withdrawn and. in each 
case, not reinstated witiiin five (5) Business Days of such 
downgrade or withdrawal; provided, however, if such Reference 
Obligation was assigned a public rating of 'B0B-” or higher by 
Fitch immediately prior to the occurrence of such withdrawal, ft 
shall not constitute a Distressed Ratings Downgrade if such 
Reference ObifgaUon is assigned a public rating of at least 
'CCC+” by FKch within throe (3) calendar months of such 
withdrawal. 

'Credit Event* means, solely with respect to Ref^nce Obligations that are CMBS Securities, 
wth respect to any Reference Obligation, the occurrence of a Failure to Pay Principal or a Writedown. 

'Credit Event" means, solely with respect to Ref^ence Obligations that are CDO Securities, vnth 
respect to any Reference Obligation, the occurrence of a Failure to Pay Principal, a Writedown, a 
OIsfiressed Ratings Downgrade or a Failure to Pay Interest 


129 


Confidential Treatment Requested 


GEM7-00000576 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00439 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



436 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1188 


'Failure to Pay Intereaf means the occurrence of an Interest Shortfall Amount or Interest 
Shortfaii Amounts (caioiiated on a cumulative basis) in excess of the relevant Payment Requirement. 

Downgrade of the Synthetic SBcuntv Countomafttes . If a Synthetic Security Counterparty or its 
guarantor fails to maintein certain rating levels described hi Uie Schedule to the ISDA Master Agreement, 
such S^thetic Security Counterparty may be required to post collateral, obtain a guaranty h'om a 
guarantor witti the required rating, or assign Its rights arxf obligations under each related Synthetic 
Security to a replacement synthetic security counterparty satisfying the ratings requir^ente specified by 
each of the Rating Agencies for tiie synttietfc security counterparty and. If the Synthetic Seoirity 
Counterparty does not, within tiilrty (30) days of such failure (or where the Synthetic Security 
Counterparty falls to maintain obtain tower rating levels described in the Schedule to the ISDA Master 
/‘^reement, it does not, within 10 days of such failure) take such action, the Issuer wrilt be permitted to 
terminate each such Synthetic Security. 

ff and to the extent the! the Synthetic Security Counterparty posts collateral to secure its 
obligations under the related Synthetic Security due to failure to maintain certain rating levels described in 
the Schedule to the tSDA Master Agreement, the Trustee shall establish a Synthetic Security Issuer 
Aa:ount. The Trustee shall txedit to the Synthetic Security issuer Account ail amounts that are required 
to secum the obligations of the Synthetic Security Counterparty. Except for Investment earnings, tiie 
Synthetic Security Counterparty shall not have any legal, equitable or beneficial interest in the related 
Sjmthetic Securtty issu®" Account other than in accordance witti the Indenture, the applicable Synthetic 
Security and applicable law. 

Governing Law . Each Synthetic Security will state that it will be governed by. and wrtll be 
construed in accordance with, the laws of the State of New York without regard to any conflicts of laws 
princifrfe. Each of the Issuer and the Synthetic Security Counterparty will be required to submit to the 
Jurisdiction of the New York courts in connection with each Synthetic Security, and the Issuer is expected 
to appoint CT Corporation System to accept service of process on its behalf. 

investments in Synthetic Securities present risks In addition to those associated with other types 
of Underlying Assets. See 'Risk Factors— Nature of the Underlying Assets* and '—Synthetic Securities*. 

Offsetting Transactions 

General. The Issuer may from time to time, enter Into credit default swaps with one or more 
Offsetting Transaction Counterparties, to the extent required in order to hedge all or part of Its credit 
exposure (determined as set out below) to one or more obligors under Synthetic Securities (each such 
transaction, as 'Offsetting Transaction'). The Offsetting Transaction Counterparty in respect of an 
Offsetting Transaction must be the same entity as the Synthetic Security Counterparty under the 
Synthetic Security being hedged. In the event that any such Offsetting Transaction Is entered Into in 
respect of all or part of a Synthetic Security, such Synthetic Security (or pert thereof) will no longer be 
ccHisiderad a Synthetic Security (the notional amount of such Synthetic Security so offset, the "Offset 
Transaction*). 

The notional amount of an Offsetting Transaction may not exceed the notional amount of the 
respective Synthetic Security. The purpose of the Offset Transaction is to hedge all or part of the Issuer's 
credit exposure, in the reasonable judgment of the Coliat^l Manager acting on behalf of the Issuer, 
such Offsetting Transaction must hedge the Issuer's risk of loss (In whole or in part) with respect to the 
relevant Synthetic Security and the Offsetting Transaction must relate to the same Reference Obligation 
and provide for ail obligations thereunder to have substantially the same characteristics as obligations 
specified in such Synthetic Security (oUi«’ than premium payable). 
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Fotiowng an event of default or termination event with respect to an Offset Transaction, the 
related Offsetting Transaction will be required to terminate. An Offsetting Transaction may be terminated 
without termination of the related Offset Transaction only if (i) any termination payments due from frie 
Issuer in respect of such termination will be paid from Principal Proceeds, (ii) such termination (and 
therefore the reconversion of the relevant Offset Transaction into a Synthetic Security) complies ail 
conditions applicable to the acquisition of an Underling Asset and (iii) there are frjnds in the Principai 
Collection Account to adequately collateralize the Synthetic Security that the relevant Offset Transaction 
reconverts to as a result of the termination of the Offsetting Transaction. 

The fixed amounts payable with respect to an Offsetting Transaction must be less than or equal 
to tiie fixed amounts pa^ble with respect to the related Offset Transaction and in certain c^umstances 
the issuer may be require to make an upfront payment to the Offsetting Transaction Count^arty. Any 
initial payments made by the Issuer to the Offsetting Transaction Counterparty in connection with the 
entry into an Offsetting Transaction shall be made from Prindpa! Proceeds. The difference between the 
Fixed Amount received wrfth respect to an Offset Transaction and the Fixed Amount paid on the Offsetting 
Transaction shall be considered Principal Proceeds. Offsetting Transactions shall be limited to an 
aggregate notional amount equal to 20% of the Net Outstanding Underlying Asset Balance as of tiie 
Closing Date. For the avoidance of doubt, tf there are not sufficient funds available in the Principal 
Collection Account for the issuer to make any initial payment required to be paid by the Issuer in 
connection with its entry into an Offsetting Transaction, the Issuer may not enter into such Offsetting 
Transaction. 

An Offsetting Transaction may only hedge a component In the related Offset Transaction that 
prior to such offset was a Synthetic Security. For the avoidance of doubt hedging an Offset Transaction 
with additional Offsetting Transactions is not allowed. 

Any payments received by the Issuer under an Offsetting Transaction that is a component of an 
O^et Transaction will be netted against payments paid by the Issuer under the opposite component. An 
Offsetting Transaction must be Immediately Disposed If the related Offset Transaction is Disposed. 


The acquisition of any Offsetting Transaction will be subject to the Rating Agency Conditfon 
except where such Offsetting Transaction is a Form-Approved Synthetic Security. The Fixed amount 
payable und^ any Offsetting Transaction entered into by the issuer will be paid on an ongoing basis from 
interest Proweds. The amounts released from the Synthetic Security Collateral Account by virtue of the 
entry of the Issuer into any Offsetting Transaction will be constrained by the same conditbns appilcabte to 
Disposition Proceeds received In respect of Dispositions of Underlying Assets. 

Upon tile occurrence of a Credit Event under an Offsetting Synthetic Transaction, the Physical 
Settlement Amount or any cash settlement amount receivable by the issuer will be paid into the Principai 
Collection Account, except to the extent that such amounts are offeet against any amount payable by the 
issuer. 


Notwithstanding anything to the contrary herein: 

(1) Offeet Transactions and the related Offsetting Transactions will not be considered Assets 
for purposes of the Coiiat^al Quality Tests; and 

(2) for the purposes of the Eligibitity Criteria, neither the Offset Transactions nor the 
Offsetting Transactions will be considered. 
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Governing Law . Each Offsetting Transaction vM state that it will be governed by, and will be 
construed in accordance with, the laws of the Slate of New Y(^ without regani to any conflicts of iaws 
principle. Each of the issuer and the Offsetting Transaction Counterparty wii! be required to submit to the 
jurisdiction of the New York courts in connection wito each Offsetting Transaction, and the issuer is 
expected to appoint CT Corporation System to accept seririce of process on its behatf. 

The Coitaterai Quality Tests 

The Coltoteral Quality T^ts will be used to establish that the chaiacterstics of the Issuer's 
portfolio on the Closing Date satisfy certain threshc^d levels and, following the Closing Date, to determine 
whether trading of the Underlying Assets is permitted. The 'Collateral Quality Tests* are the Standard & 
Poor's Minimum Weighted Average Recovery Rale Test, the Moody's Asset Correlation Test, the Mood/s 
Minimum Weighted Average Recovery Rate Test, the Mood/s Weighted Average Rating Fartor Test, the 
Weighted Average Coupon Test and the Weighted Average Spread Test described below. 

Measurement of the degree of compliance with toe Collateral Quality Tests will be required on the 
Closing Date and on each Measurement Date. For purposes of the Weighted Average Coupon Test and 
Weighted Average Spre 2 Kl Test, a Synthetic Security wilt be included as an Underlying Asset having the 
characteristics of toe Synthetic Security and not of the related Reference Obligation. A failure by the 
Issuer to satisfy a Collateral Quality Test will not resuit in an Event Default under the indenture. 

Ratings of Undertvino Assets . The 'Standard & Poor's Rating" of any Undertying Asset will be 
determined as described on Schedule B hereto. The 'Moody's Rating' of any Underlying Asset will be 
determined as described on Schedule C hereto. 

Standard & Poor*s Minimum Weighted Average Recovery Rata Test . The "Standard S Poor's 
Minimunn Weighted Average Recovery Rate Test* vwti be satisfied on the Closing Date or any 
Measurement Date if toe Standard & Poor's Weighted Average Recovery Rate is greater than or equal to 

(a) wKh respect to the Class A-la Notes. 30.96%, 

(b) with respect to the Class A-lb Notes, 30.96%. 

(c) with respect to the Class A>2 Notes, 30.96%, 

(d) with respect to toe Class B Notes, 35.77%, 

(e) with respect to the Class C Notes, 41.74%, 

(f) with respect to the Class D Notes, 48.62% and 

(g) with respect to toe Class E Notes. 55.74%. 

The "Standard & Poor’s Weighted Average Recovery Rate' Is the number obtained by 
summing the products obtained by muKptying toe Principal/Notional Balance of eacto Underlying Asset by 
its Standard & Poor's Applicable Recovery Rate, dividing sucto sum by the Aggregate Principal/Notional 
Balance of all such Underlying Assets, multipfying the result by 100 and rounding up to the first decimal 
place. The 'Standard & Poor's Applicable Recovery Rate' means, with respect to any Underlying Asset, 
an amount equal to the percentage for such Undedytng Asset (which shall mean with respect to a 
Synthetic Security, the raiated Reference Obligation) set forth in the Standard & Poor's Reasvery Matrix 
attached as Schedule D In (a) toe applicable table, (b) toe row in such tat^e opposite the Standard & 
Poor's Rating of such Underlying Asset as of toe date of issuance of such Underlying Asset and (c)(i) for 


132 


Confidential Treatment Requested GEM7-00000579 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00442 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



439 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1191 


purposes of determining the Standard & Poor's Recovery Rale, the column in such table below the 
current retire of die respective Class of Notes or (d) for purposes of determining the Calculation Amount, 
the column in such table bebw the current radng of the most senior Class of Notes outstanding. 

Standard & Poor's CDO Evaluator . The "Standard & Poor's CDO Evaluator” means the 
dynamic, analytical computer model developed by Standard & Poor's and used to estimate default risk of 
Underlying Assets and provided to die Collaterat Manager and the Trustee on or before the Closing Date, 
as it may be modified by Standard & Poor's from time to time and provided to die Collateral Manager and 
the Trustee following die Closing Date. 

Moody's Asset Correlation Test . The 'Moody's Asset Corralation Tost", means a test which will 
be satisf»d as the Closing Date or any Measurement Date if the Moody's Correlation Factor is equal to 
or less than 23.06%; provided diat a single-obligation Synthetic Security will be included as an Asset- 
Backed Security having the charactertsUcs of the related Reference Obligation (and the issuer thereof vnll 
be deemed to be the related Reference Obitgor and not die Synthetic Security Counterparty). For the 
purpose of this test, die number of assets is 80. 

'Moody's CDOROM^ ModeF means the licensed Moody's CDOROMTM model in the form 
provided from time to time by Moody's as updated by Mood/s as notified to the Collateral Manager. 

'Moody's Correlation Factor” means the result labeled 'Correlation" of the Moody's 
CDOROM”^ Model calculation. 

Moody's Minimum Weighted Average Recovery Rate Tesl . The 'Moody's Minimum Weighted 
Average Recovery Rate Test* will be satisfied as of the Closing Date or any Measurement Date if the 
Moody’s Weighted Average Recovery Rate is greater than or equal to 24.20%. 

The "Moody's Weighted Average Recovery Rate' is the number obtained by sunvning the 
products obtained by muttiptying the Principal/Notional Balance of each Underlying Asset (excluding any 
Defaulted Asset) by Its applicable recovery rate (determined for purposes of this definition In accordance 
with Schedule Ei . dMding such sum by the Aggregate Principal/Notional Balance of all such Underlying 
Assets, multiplying the result by 1 00 and rounding up to the first decimal place. 

Moody's Weighted Average Rating Factor Tesl . The "Mood/s Weighted Average Rating 
Factor Test* will be satisfied as of the Closing Date or any Measurement Date if the Mood/s Weighted 
Average Rating Factor of the Underlying Assets is equal to a numerical value of not more than 665. 

The "Moody's Weighted Average Rating Factor* is the number determined by dMding: 

(a) die summation of (he series of products obtained for any Underlying Asset that is not a 
Defaulted Asset, by mutVpIying (i) the Principai/Notional Balance of each such Underlying 
Asset by (ii) Its respective Moody's Rating Factor, by 

(b) die sum of the Aggregate Principal/Notionat Balance of all Underlying Assets that are not 
Defaulted Securities. 

Weighted Average Coupon Test . The "Weighted Average Coupon Test* will be satisfied on the 
Closing Date or any Measurement Date if (he Weighted Average Coupon is greats than or equal to the 
percentage specified in the table below with respect to sucdi date. 
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From 

To 

WAC 

June 2007 Distribution Date 

Seotember 2007 Distn'bution Date 

5.25% 

December 2007 Distribution Date 

Seotember 2006 Distribution Date 

5.25% 

December 2008 Oistribu&on Date 

September 2009 Distribution Date 

5.25% 

December 2009 Distribution Date 

Seoiember 2010 Distribution Dale 

525% 

December 2010 Distribution Dale 

September 2011 Distribution Date 

5.25% 

December 2011 Disbibution Date 

September 2012 Distribution Date 

5.25% 

December 2012 CKstribution Date 

September 2013 Distribution Date 

5.25% 

December 2013 DistribuGon Date 

September 2014 Distribution Date 

5.25% 

December 2014 Distribution Date 

September 2015 Distribulion Date 

5.25% 

December 2015 Distribution Date 

5epterrA>er 2016 Distribution Date 

5.10% 

December 201 6 Distribution Date 

September 2017 [Mstribution Date 

5.10% 

December 201 7 C^stribution Date 

September ^18 Distribution Data 

5.10% 

December 2018 Distribution Date 

September 2019 Distribution Date 

5.10% 

December 2019 Distribution Date 

Thereafter 

5.10% 


T?«e ‘V/eight«d Average Coupon' i$ the number (rounded up to the next 0.01%) obtained by (I) 
summing the products obtained by muHipfying (A) the current Interest rate on each Underlying Asset that 
is a Fixed Rate Security (excluding aii Defaulted Securities and Written Down Securities) by (B) (he 
Princlpai/Notionai Balance of each such. Underlying Asset and (ii) dMdIng such sum by the ^gregate 
PrincipaL^otionat Balance of aif Underlying Assets that are Fixed Rate Securities (excluding all Defaulted 
Securities and Written Down Securities). 

Weighted Average Spread Test . The "Weighted Average Spread Test* will be satisfied as of 
the Closing Date or any Measurement Date if the Weighted Average Spread is greater than or equal to 
the |^rcentage>specified in Uie table below with respect to such date. 


From 

Ttt 

WAS 

June 2007 Distribution Date 

September 2007 Otslribution Date 

2.20% 

December 2007 Distribution Date 

September 2008 Distribution Date 

2.18% 

December 2008 Distribution Date 

September 2009 Distribution Date 

2.17% 

December 2009 Distribution Date 

September 2010 Distribufion Date 

1.95% 

December 2010 Distribution Date 

September 2011 Distribution Dale 

1.80% 
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From 

To 

WAS 

December 201 1 Distiibution Data 

September 2012 Distribution Date 

1.57% 

December 2012 {^stribution Date 

September 2013 f^stribulion Date 

1.33% 

December 201 3 Otstributton Date 

September 2014 Distribution Data 

1.26% 

December 2014 Disdd>ution Date 

September 2015 Distribution Date 

1.15% 

December 201 5 Dfstribution Date 

September 2016 Distn'bution Date 

1.00% 

December 2016 Oisiribution Dale 

September 2017 Distribution Date 

1.00% 

December 2017 Oisthbution Date 

Seo(«nber 2016 Distn'bution Date 

0.90% 

December 2018 Distribution Date 

September 2019 Distribution Date 

0.85% 

December 2019 Distribution Date 

Thereafter 

0.60% 


The IfVeighted Average Spread* is the number (rounded up to the next 0.01%) obtained by (a) 
summing the {M'oducts obtained by muttiplying (i) the spread above the floating rate index at which 
interest a«:rue5 on each Underlying Asset that is a Floating Rate Security or the Fixed ^ount applicable 
to a Synthetic Security (in each case, other than a Defaulted Asset or Written Down Security) as of such 
date by (il) the Piinclpal/Notional Balance of such Undertying Asset as of such date, and (b) dividing such 
sum by frre Aggregate Principal/Notional Balance of all Urxlerlying Assets that are Floating Rate 
Securities (excluding all Defaulted Securities and Written Dovm Securities). 

Weighted Average Life Test . The "Weighted Average Life Test" will be satisfied as of the 
Closing Date or any Measurement Date during any period set forth below if the Weighted Average Life of 
all Underlying Assets as of such Measurement Date is less than or equal to the number of )«ars set forth 
in the table below. 


On anv Measurement Dale durinq the Reinvestment Period 

5.0 years 

Thereafter 

3.0 years 


"Weighted Average Life* means, on any Measurement Date with respect to any Underlying 
Asset, die number obtained by (i) summing the products obtained by multiplying (a) the Average Life at 
such time of each Underlying Asset (excluding Defaulted Assets) by (b) the Principal/Notional Balance of 
such Underlying Msets and (il) dividing such sum by the ^gregate Principal/Notlonai Balance at such 
time of all Underlying Assets. For (he purpose of this definition, with respect to the Synthetic Securities, 
caicutations will be made with respect to related Reference Obligation. 

’Average Life* means on any Measurement Date with respect to any Underling Asset (provided 
that, vwth respect to any Synthetic Security, such determination will be made with respwrt to the related 
Reference Obligation), the quotient obtained by dividing (i) die sum of the products of (a) the numb^ of 
years (rounded to the nearest one tenth thereof) from such Measurement Date to the respective dates of 
each successive distribution of principal of such Underlying Asset (other than a Defaulted Asset) 
(assuming that (A) no collateral defaults or is sold, (B) prepotent of any Underlying Mset during any 
month occurs (a) at the rate of prepayment assumed at the time of issuance of such Underlying Asset or 
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(b) at the prospectus pricing curve or ottier similar rale as determined by the Collateral Manager in its 
reasonable business judgment and (C) any clearvup cali, auction call or similar r^emptton of the 
Underlying Asset occurs in accordance with its terms), and (b) dte respective amounts of principal of such 
distributions by (ii) the sum of alt successive distributions of (Kincipal on such Underlying Asset (other 
than a Defaulted Asset). 
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Disposition 

Underlying Assets may be reb'red prior to their respective final maturities due to, among other 
ttiings, existence and h^uency of exercise of any op^onai or mandatory redemption features of such 
Underiying Assets, in addition, pursuant to the indenture and so long as no Event of Default has occunr^ 
and is continuing and subject to the conditiorts set forth In paragraphs (1) through (5) in toe section 
"Disposition of Underiying Assets" below, the Collateral Manager may Dispose of any (i) Defaulted Asset, 
(ii) Equity Security, (iit) Credit-Risk Asset, (iv) Credit Improved Asset, (v) other Underlying Assets 
Disposed of pursuant to paragraph (4) below and (vi) any Underiying Asset that is subject to v^hhoidtng 
as described below. 

"Disposition* means one of the following; 

(1) In the case of any Asset-Backed Security, Equity Security, Defaulted Asset. Written Down 
Security or Eligible Investment, the sale thereof by toe Collateral Manager, acting on 
behalf of the Issuer; 

(ii) in toe case of any Synthetic Security, toe termination or novation thereof by agreement 
between toe parties thereto; or 

(iU) in respect of any Underiying Asset, toe entry by the Issuer Into an Offsetting Transaction 
in respect of such Underiying Asset. 

References to "Dispose" and "Disposed" will be constoied accordingly. 

"Disposition Proceeds* means: 

(i) in the case of any Asset-Backed Security, Equity Security, Eligible Investment, Defaulted 
Asset or Written Down Security, the net proceeds of saie by agreement between the 
parties thereto, toe amounts received by the issuer from the applicable counterparty, 
excluding any amounts included in such proceeds that rei^esent accrued and unpaid 
Interest save to the extent that such amounts are designated as Principal Proceeds by 
the Collateral Manager, acting on behalf of the Issuer, in connection with such sale; or 

(ii) in the case of any Synthetic Security that is terminated or novated by agreement between 
the parties thereto: 

(a) solely for toe purposes of applying paragraphs (1) through (5) in toe section 
"Oisftosftion of Assets" beiow. an amount equal to the Principai/Notionai Balance 
to^eof, plus or minus any mark-to-market amounts payable or received by toe 
issuer upon such termination or novation; and 

(b) in ail other cases, any mark-to-market amounts payable or received by the Issuer 
upon such termination or novation. 
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Disposition of Underlying Assets 

OefauttBd Assets and Equity Securities 

(1) Subject to die provisions of the immedlateiy following sentence, die Collateral Manager 
on behalf of die issuer, may Dispose of any Underlying Asset diat the Collateral 
Manager, acting on behalf of the Issuer, determines to be (and utiich the Coilaterai 
Manager certifies in iM'iting to the Trustee that H has determined to be) a Defaulted Asset 
or an Equity Security; it being agreed in the Indenture, however, diat notwithstanding any 
of the foregoing, (A) the Issuer wll be obligated to complete die Disposition of any 
Defaulted Asset (i) \Mthin three years of the date on which it was so det^mined to be a 
Defaulted Asset or (it) If appKcabie, within three years of such later date on tMiIch such 
Defaulted Asset may drst be Disposed of In accordance svith its terms or under applicable 
law; (6) the issuer vaKII be obligated to complete the Disposition of any Equity Security 
received in exchange for a Defaulted Asset (i) within one year of the date on which Uie 
related Underlying Asset was so determined to be a Defaulted Asset or (ii) if applicable, 
within one year of such later date on which such Equity Security may first be Disposed of 
in accrxdance with its terms or under applicable law; and (C) the issuer will be obligated 
to complete the Disposition of any other kind of Equity Security (i) within five Business 
Days of the Issuer's receipt thereof or (n) If applicable, within Ove Business Days of any 
later date on which such Equity Security may be Disposed of in accordance with Its 
terms or under applicable law. The Disposition Proceeds in respect of the Disposition of 
a Oefautted Asset may not be reinvested m Underlying Assets unless (I) each Coverage 
Test is passing, (ii) each Collateral Quality Test is passing, (iil) 100% of the amount of 
such Disposition Proceeds are reinvested and (iv) such Disposition Proceeds are 
reinvested during the Reinvestment Period. 

Credit-Risk Assets 

(2) The Collateral Manager, on behalf of die issuer, may Dispose of any Underlying Asset 
that the Collateral Manager, acting on behalf of the Issuer, determines to be (and which 
the Collateral Manager certifies in writing to the Trustee diat it has determined to be) a 
Credit-Risk Asset and, If applicable, to acquire additkMial Underlying Assets in 
accordance with clause (8) below. The CoWateral Manager may not dr’rect Oie Tmstee to 
Dispose of any Underlying Asset that it det^mines to be a CredK-Risk Asset unless, in 
connection with the Disposition of such Credit-Risk Asset, the Collateral Manager will 
certify in writing to the Trustee that 

(A) at the direction of the Collateral Manager, the Disposition Proceeds 
arising ti’om the Disposition of such Credit-Risk Asset shaJI be 
transferred to the Prlncipai Collection Account to be applied in 
accordance with the Priority of Payments; provided that such Disposition 
Proceeds may not be reinvested, or 

(B) the Collateral Manager believes that the Issuer \MII be able to reinvest 
the Disposition Proceeds arising from the Disposition of such Credit-Risk 
Asset. vWthln 90 days after such Credit-Risk Asset is Disposed of, In one 
or more additional Asset-Backed Securities or Synthetic Securities 
having an Aggregate PrincipaVNotionai Balance that, together with 
accrued interest thereon, is at least equal to the Disposition Proceeds 
arising from the Disposition of such Credit-Risk Asset being Disposed of 
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and the Collateral Manager believes (bat after giving effect to such 
Disposition and the subsequent acquisition, the level of each of the 
Coiiaterai Quality Tests and Eligibility Criteria, if falling, will be 
maintained or improved as compared to tiie test levels phcM' to such 
Disposition and subsequent acquisition; 

provided however that after the Reinvestment Period, the Issuer may not 
Dispose of a Credit-Risk Asset and acquire one or more additional Underlying 
Assets pursuant to tfiis paragraph unless, additionaffy, 

(1) ttie Collateral Quality Tests are in compliance, 

(ii) the Underlying Asset proposed to be acquired shall have a 
Moody's Rating and a Standard & Poor's Rating at least ^ua! to 
the Moody's Rating and the Standard & Poor's Rating 
respectively of the Credit-Risk Asset to be Disposed, 

{!») the freighted average life of the Underlying Assess) ^posed to 
be acquired following such Disposition shall be less than or 
equal to the weighted average Ilfs of Che Credit-Risk Asset 
proposed to be Disposed; provided however, tiie issuer may 
Dispose of a Credit-Risk Asset with a weighted average life less 
than the weighted average life of the Underlying Asset(s) 
proposed to be acquired following such Disposition If (A) the 
weighted average life of the Underlying Asset{s) proposed to be 
acqured follov^ng such Disposition shall be no more than two 
years greater titan the weighted average life of the Credtt-RisK 
Asset to be C^sposed, (B) the Aggregate Principal/Notional 
Balance of all Credit-Risk Assets Disposed pursuant to this 
proviso does not exceed 25% of the Aggregate Principal 
Notional Balance of all Underlying Assets as of the Closing Date 
and (C) the date of such Disposition is no later titan the date that 
is three years after the end of the Reinvestment Period and 

(Iv) (A) ail Coverage Tests are satisfied prior to such Disposition, (6) 
the Collateral Manager believes that, after giving effect to such 
Ol^xjsition artd the subsequent acquisition described in this 
paragraph all Coverage Tests will be satisfied and the level of 
each Coverage Test will be at least equal to its level prior to such 
Disposition and (C) the level of the Class 0 Overcollateralization 
Test is at least equal to 107.62%. 

Credit-Improved Assets 

(3) The Collateral Manager, on behalf of the Issuer, may Dispose of any Underhung Asset 
that the Coiiaterai Manager, acting on behalf of the Issuer, determines to be (and which 
the Collateral Manager certifies in writing to the Trustee that it has determined to be) a 
Credit improved Asset and, if applicable, to acquire additional Underlying Assets in 
accojtlance with clause (B) below. The Crateral Manager may not direct the Trustee to 
Dispose of any Underfying Asset that it determines to be a Credit-Improved Asset unless, 
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in connection with the Disposition of such Credit'lmproved Asset, ttte Collateral Manager 
svill certify in writing to the Trustee that 

(A) at the direction of dte CoRaieral Manager, tfie Disposition Proceeds 
arising from tfie Disposition of such Credit-improved Asset shall be 
transferred to the Principal Collection Account to be applied in 
accordance vntft the Pri<Mity of Payments; provfddd that (i) such 
Oispc^ition Praceeds may not be reinvested and (ii) such Disposition 
Proceeds must be at least equal to the par value of ttie Credit-improved 
Asset Disposed, or 

(B) the Collateral Manager believes that the issuer will be able to reinvest 
the Disposition Proceeds arising from the Disposition of suc^ Credit- 
improved Asset, v^thin BO days after such Credit-Improved Mset Is 
Disposed of, in one or more additional Asset-Backed Securities or 
Synthetic Securities having an Aggregate Principal/Notionai Balance at 
least equal to the Aggregate Principal/Notional Balance of the Credit- 
Improved Asset to be Disposed, and the Coiialdra! Manager believes 
that after giving effect to such Disposition and the subsequent 
acquisition, Uie level of each of the Collateral Quality Teste, Coverage 
Tests and Eligibility Criteria, if failing, will be maintained or Improved as 
compared to the test levels {^or to such Disposition and subsequent 
acquisition: 

prowded however that after the Reinvestment Period, the Issuer may not 
Dispose of a Credit-improved Asset and acquire anoth^ Underiying Asset 
pursuant to this paragraph unless, addiOonally, 

(1) the Collateral Quality Teste are in compliance, 

(ii) the Underlying Asset proposed to be acquired shall have a 
Moody's Rabng and a Standard & Poor's Rating at least equal to 
the Mood/s Rating and the Standard & Poor's Rating, 
respectfvety, of the Credit-Improved Asset to be Disposed, 

(iii) the weighted average life of the Underiying Asset(s) proposed to 
be acquired following such Disposition shall be less than or 
equal to the we^hted average life of the Credit-improved Asset 
proposed to be Disposed; provided however, the issuer may 
Dispose of a Credit-Improved Asset v^th a weighted average (ife 
less than the weighted average life of the Underlying Asset(s) 
fxoposed to be acquired following such Disposition If (A) the 
weighted average life of the Underlying Assetfs) proposed to be 
acquired following such Disposition shall be no more toan two 
yeara greater than the weighted average life of the Credit- 
Improved Asset to be Disposed. (B) toe Aggregate 
Principal/Notional Balance of all Credit-Improved Assets 
Disposed pursuant to this proviso does not exceed 25% of toe 
Aggregate Principal Notional Balance of all Underlying Assets as 
of toe Closing Date and (C) the date of such Disposition is no 
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iater tfian ttie date that Is three years after the end of the 
Rwnvestment Period and 

(fv) (A) all Coverage Tests are satisfied prior to such Disposition, (B) 
the Cdiat^al Manager believes that, after giving effect to such 
Disposition and the subsequent acquisitbn described in this 
paragraph aR Cov^age Tests will be satisfied and the level of 
each Coverage Test wll be at least equal to Its level prior to such 
Disposition and (C) the level of the Class D Overcollatsreiization 
Test is at least equal to 107.62%. 

Discretionary Trading 

(4) At any time during the Reinvestment Period, the Collateral Manager, on behalf of the 
issuer, may Dispose of (and acquire if appTicable) any Underlying Asset if, in connection 
with the Disposition of such Underlying Asset and die acquisition of anoffier Underlying 
Asset, as applicable, the Collateral Manager shall certify in writing to the Trustee that: 

(I) the Collateral Manager believes in good faith that Oispositbn 
Proceeds relating to such Underlying Asset can be reinvested 
within 60 days after ttie Dlspositbn of such Underlying Asset in 
one or more additbna) Underlying Assets such that the 
Aggregate Prir>dpa!/Notional Balar>ce of such additbnal 
Underlying Assets is greater than or equal to the 
Principai/Notionai Balance of the Underlying Asset to be so 
Disposed. 

(ii) the Aggregate Princlpaf/Notional Balance of all Underlying 
Assets Disposed of pursuant to ffiis paragrai^ during any 
calendar year (including the period from the Closing Date to the 
end of calendar year 2007), does not exceed 20% of the Net 
Outstanding Und^tying Asset Balance as of the first day of such 
period (excluding, for the purposes of such cabulation, the 
Ofsposttbn of any Credit-Risk Assets, Credit-Improved Assets. 
Defaulted Assets. Equity Securities and Wlthhobing Securities 
and any Undwl^ng /^set Disposed by the entry of the Issuer 
into an Offsetting Transaction with respect to such Undertying 
Asset). 

(iii) the Collateral Manager believes that after giving effect to such 
Disposition arb the subsequent acquisition, the level of each of 
the Coilatera! Quality Tests, Coverage Tests and Eligibility 
Criteria, if faffing. w9l be maintained cv improved as compared to 
the test levels prior to such Disposition and subsequent 
acquisition; 

(iv) and Moody's has not reduced the long term rating of any Class 
of Notes below the long term rating in effect on the Closing Date 
by one or more majw rating categories. 
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Underfying Assets Subject to Withholding 

(5) Notwithstanding any of the limitations prescribed by the preceding paragraphs, if no 
Event of Default has occurred and is continuing, the Collateraf Manager, on behalf of the 
issuer, may, at any time, Dispose of any Underlying Asset (regardless of whe^er such 
Underlying Asset is or can be characterized as, or determined to be, a Defaulted Asset, 
an Equity Security, a Credit-Risk Asset ot a Credit Improved Asset) if the Collateral 
Manager shall certify In writing to the Trustee that, based upon an opinion of counsel 
addressed to the Issuer and ttie Cotlaterai Manager, the Cofiat^l Manager, acting on 
behalf of tfie Issuer, has determined, that such Underiying Asset 1$, or may beixime, 
subject to withholding or other similar taxes. 

In addition, during and after the Reinvestment Period, ttie issuer, at the directiwt of the Collatwal 
Manager, may also enter into Offsetting Transactions; provided that each Offsetting Transaction will be 
any Offsetting Transaction will be <x)nstrained by the same conditions applicable to Dispositions of 
Underlying Assets. 

Any Disposition of an Underlying Asset will be conducted on. an "arm’s length basis" for fair 
market vaiue and in accwdance with the requirements of the Management Agreement, and. if effected 
with the Issuer, the Trustee, a Designated Party or any Affiliate of any of the foregoing, will be effected in 
a secondary maritet transaction on terms at least as favorable to the Noteholders as would be the case if 
such person were not so affiliated; provided that, after the Clewing Date, the Collateral Manager on behalf 
of the Issuer shall not direct the Trustee to acquire directly any Asset-Backed Security or a Synthetic 
Security for inclusion in the Collateral from any account or pwtfolio for which the Collateral Manager 
serves as investment advisor or direct the Trustee to Dispr^e of directly any Underlying Asset to any 
account or portfolio for which the Collateral Manager serves as investment advisor unless such 
acquisition or Disposition complies with all material requiranents of any applicabie laws. The Trustee will 
have no responsibility to oversee or ensure compliance with ttte above conditions by the other parties. 
Any Disposition Proceeds arising out of the Disposition of an Asset-Backed Security that are deposited in 
the Disposition Proceeds Account to be reinvested in other Underiying Assets within 60 days following 
such Disposition or 90 days following such Disposition in ttie case of Credit-Risk Assets. Following such 
60 or 90 day period, If such Disposition Proceeds have not been reinvested In any substitute Underlying 
Asset and remain (n the Disposition Proceeds Account, such Disposition Proceeds shall be deposited in 
the Principal Collection Account and applied in accordance with the Priority of Payments. For the 
avoidance of doubt, any certification that the Collateral Manager is required to make "in writing" to the 
Trustee In respect of a Disposition may be made in an email to the Trustee. 

During the Reinvestment Period, Principal Proceeds may be reinvested In additional Asset- 
Backed Securities or additional Synthetic Securities, w used to purchase Eligible investments, in each 
case in accordance with the reinvestment criteria set forth under * — Eligibility Criteria'. 

In addition, during the Reinvestment Period, the Collaterai Manager may direct the Trustee to 
ai;^ly, by transferring sur^- amount or portion thereof from the Synthetic Collateral Account to the 
Rincipal Collection Subaccount, on any Distribution Date to pay the amounts set in clauses (1) 
through (3) under the Principal Proceeds Priority of Payments, to the extent such amounts are npt paid 
with Principal Proceeds listed In clauses (1) through (11) and (14) of the definition thereof and/or on any 
date as directed by the Issuer to acqure additional Asset-Backed Securities or additional S^tfteUc 
Securities, in each case, in accordance with the reinvestment crit^a set forth under 'The Accounts — 
Synthetic Collateral Accounts' (unless, at ttie sole and absc^uto discretion of the Collateral Manager, such 
amount is to be tieated as Principal Proceeds and applied in accordance with the Priority of Payments for 
Principal Proceeds). 
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Certain Definitions 

'Aggregate Attributable Amount* means, v^h respect to any specified Asset-Backed Security 
and issuers Incorporated or organized under the taws of any specified jurisdiction or jurisdictions, (i) tfie 
Aggregate PrindpaVNotional Balance of such Asset-Backed Security multiplied by (ji) the aggregate par 
amount of collateral securing such Asset-Backed Security issued by issuers so organized divided by (iii) 
the aggregate par amount of aii coliateral securing such Asset-Backed Security. 

"Average Life* means on any Measurement Date on or after ttie Closing Date with respect to any 
Underling ^set {provided, that wiUi respect to any Synthetic Security, such determination will be made 
with respect to the related Reference Obligation}, the quotient obtained by dividing (i) the sum of the 
products of (a) the number of years (rounded to tiie nearest one tenth ihereoO from such Measurement 
Date to the respective dates of each successive scheduled distribution of principal of such Unda’iying 
Asset (other than a Defaulted Asset) (assuming that (A) no cdlateral defaults or is sold except tiiose that 
have already defaulted or been sold, (B) prepayment of any Underlying Asset during any month occurs 
(x) with respect to an Underlying Asset issued no more than six months prior to such Measurement Date, 
at the rate of prepayment assumed at the time of issuance of such Underlying Asset and (y) with respect 
to an Underlying Asset issued more than six months prior to such Measurement Date, at the average rate 
of prepayment observed over the six months immediately preceding Measurement Date based on 
available transaction reporting data (and if such data is unavailable, at the assumed constant prepayment 
rale or prepayment curve set out in ttie offering document for such Underiylng Asset, as determined by 
the Collateral Manager In its reasonable business judgment), (C) any clean up call, auction call or similar 
redemption (but not optional redemption) of the Underlying Asset occurs in accordance with the terms of 
the relevant Underlying Asset and (D) no optional redemption occurs), and (b) the respective amounts of 
pr^ipai of such scheduled distributions by (ii) the sum Of all successive scheduled distributions of 
principal on such Underlying Asset (other than a Defaulted Asset). 

'Credit-Improved Asset* means any Asset-Backed Security or Synthetic Security (in which case 
such determination will be made with respect to the related Reference Obligation) (excluding in each case 
the long component of any Offset Transaction) that is in compliance with at least one of the following 
criteria (the "Credit-Improved Criteria'): 

(a) during any period which Is not a Restricted Trading Period, the Collateral Manager, acting 
on behalf of the Issuer, has determined in a commercially reasonable manner (which determination may 
not be called into question as a result of subsequent events) that: (i) the issuer of such Asset-Backed 
Security or the issuer of the Reference Obligation related to such Synthetic Security, as applicable, in the 
commercially reasonable Judgment of the Collateral Manager, acting on behalf of the Issuer, has shown 
Improved financial results; (ii) the transferor, originator, obligor of or insurer of such Asset-Backed 
Security or of tiie Reference Obligation related to such Synthetic Security, as applicable, since the date 
on iMilch such Asset-Backed Security or Synthetic Security was purchased or entered into, as applicable, 
by the Issuer has raised significant equity capital or has raised other capital that has improved tiie liquidity 
or credit standing of such ti-ansferor. originator, obligor or insurer; (iii) in the case erf an Asset-Backed 
Security, there has ooiurred a significant improvement In the underlying pool of assets or an increase )n 
tite level of subordination; or (iv) such Asset-Backed Security or the Reference Obligation related to such 
Synthetic Security, as applicable, has decreased ite spread over the interest rate on the applicable U.S. 
Treasury BenchmaiK by an amount exceeding 0.50% for fixed rate assets or by an amount exceeding 
0.25% over the reteirant rate index for floating rate assets or has increased In price to 1 02% or more of its 
original purchase price paid by the Issuer due primarily to credit related reasons as determined by the 
Collateral Manager, acting on behalf of Uie issuer, in each case, since it was acquired by the Issuer; or 
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(b) (!) the Collaterai Manager, acting on behalf of the Issuer, believes, in the Collateral 

Manager's commercially reasonable judgement (which belief may not be called into qu^km as a result 
of subsequent events) Uiat the Undeii^ng Asset or sudi related Reference Obligation, as applicable, has 
substantially improved in credit quality and (K) such Underlying Asset or such related Reference 
Obfigatlon, as applicable, has been upgraded or put on a watch list for possible upgrade by one or more 
rating sub-categories by one or more Rating Agencies since the date on which it was acquired or entered 
into by the Issuer. 

*Credit>Risk Asset* means any Underlying Asset with respect to which: 

(a) during any p^od which is not a Restricted Trading Period, its rating has been dowigraded, 
qualiHed or vm'thdrawn by Stendard & Poor's, Moody's <x Fitch or has been put on 'negative credit watch* 

similar status for possible downgrading, qualification or withdrawal from the ratings that were in place 
as of the date the issuer purchased such Underlying Asset or in the reasonable business Judgment of the 
Cotiat^l Manager (which judgments shall be based on information reasonably available to the Collateral 
Manager at tfie time, including reasonable projections), has a signiTicant risk of declining in credit quality 
or, over time, beccnnlng a Defaulted Asset or If it is deferring interest or is a Written Down Security; or 

(b) during any period which is a Restricted Trading Period, (A) in Uie reasonable business 
judgment of the Collateral Manager (which judgments shall be based on information reasonably available 
to the CoUaterel Manager at the time, including reasonable (Mojections), has a significant risk of declining 
in credit quality or, over time, becoming a Defaulted Asset and (B) (i) its rating has been downgraded, 
qualified or withdrawn by Standard & Poor's, Moody's or Fitch or has been put on "negative credit watch* 
or similar status for possible downgrading, queliTication or vhhdrawal from the ratings that were in place 
as of the date the Issuer purchased such Underlying Asset, (ii) has experienced an increase In credit 
spread over the applicable U.S. Treasury Benchmark, the applicable swap benchmark or the applicable 
LIBOR by (x) 0.40% or more If the original credit spread (as of the date on which such Undertying Asset 
was first Included in the portfolio) was greater than 1.50% or (y) 0.20% if the original credit spread (as of 
the date on which such Underlying Asset was first included in the portfolio) was less than or equal to 
1.50%, or (ill) It Is deferring interest or is a Written Down Security. 

"Equity Security" means any equity security which is acquired by the Issuer as a result of the 
exercise or conversion of an Underlying Asset, in conjunction with the purchase of an Underlying Asset or 
In exchange for a Defaulted Asset and which does not entitle the holder (hereof to receive periodic 
payments of interest and one or more Instalimenls of principal. 

"Initial Rating* means (i) with respect to the Class A-1a Notes. Class A-lb Notes and the Class 
A-2 Notes, ’Aaa" by Moody's and ’AAA" by Standard & Poor's, (ii) with respect to the Class B Notes, 
'Aa2* by Moody's and "AA* by Standard & Poor's, (lil) with respect to the Class C Notes. *A2* by Mood/s 
and ’A* by Standard & Poor's; (iv) with respect to the Class D Notes, *Baa2' by Moody's and ’BBB* by 
Standard & Poor's, and (v) with respect to the Class E Notes, "Bar by Moody's and *88+" by Standard & 
Poor's. 


"investment Grade" means a security with a Moody's Rating of at least *Baa3' by Moody's and a 
Standard & Poor's Rating of at least "BBS-*. 

"Restricted Trading Period* means each day during vriiich (a) the Mood/s rating of the Class A 
Notes or Cta^ B Notes is one or more subcategories below Its Initial Rating, or (b) the Mood/s raUng of 
the Class C Notes, the Class 0 Notes or the Class E Notes Is two or more sut>-categories below its initial 
Rating; unless the holders of a majority In aggregate outstanding principal amount of the Controlling 
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Class has directed the issuer to waive the Restricted Trading Period (whidi waiver may be rescinded by 
the Controlling Class at any time that such rating requirement is not satished). 

An Underlying Asset will be a 'Withholding Security* If the related trustee or paying agent 
informs the Issuer, Trustee or Collateral Manager Oiat it stands to withhold, or actually does withhold 
from payment on such Underlying Asset, amounts in respect of withholding taxes. 

*writin 9 ” or *written' shall Indude elecb'onic mail. 

Notwithstanding anything to the contrary set forth in this section '—Disposition of UrKiertying 
Assets,” the Issuer will have the right to effect any transaction that has been consented to by holders of 
Notes evidencing 100% of the aggregate outstanding prindpai amount of each Class erf Notes and by 
each Preference Shareholder and of which each Rating Agency has been notrOed. 

Eligibility Criteria 

During the Reinvestment Period, the Issuer may Dispose of and acquire additional Underlying 
Assets; provided that, after giving effect to such investment, (1) each of the Collateral Quality Tests is 
satisfied or, if a Collateral Quality Test is not satisfied, the degree of compliance such Collat^a! 
Quality Test would be maintained or improved and (ii) the criteria set forth below (the 'Eligibility 
Criteria”) are complin \wth or. if the Eligibility Criteria will not be complied with, the degree of comfrfiance 
with the Eligibility Criteria will be maintained or improved. Unless otherwise stated in this section or 
unless die context clearly offierwise requires, in respect of the Synthetic Securities, (x) any rating crAerla 
and any criteria relating to its status as a 'Specitied Type* described in this section in respect of such 
Synthetic Securities will be deemed to relate to the related Reference Obligations, and any quantitative 
oiteria and limits so described wHIl be deemed to apply to Uie Principatff^otionai Balance of the relevant 
Synthetic Securities and (y) all references to ’rated* or •rating’ by Standard & Poor's or Filch In this 
section, unless otherwise specified or unless the context otherwise requires, shall refer to the long-term, 
unsecured debt rating assigned by Standard & Poor's or Fitch, as applicable. 

With respect to any acquisitions or Disposition of multiple Underlying Assets, that are effected 
either contemporaneously or no later than 30 days from each other in accordance with the provisions 
described ha'ein, the Collateral Manager may, in its sole discretion, direct that two or more of such 
acquisitions or Dispositions of multiple Underlying Assets be treated as a "Combined Trade* and, 
following such designation by the Collateral Manager, compliance with the Collateral Quality Tests and 
Eligibility Criteria will be measured by determining the aggregate effect of such Combined Trade on the 
Issuer's level of compliance with the applicable Collateral Qualify Tests and Eligibility Criteria rather than 
considering the effect of each acquisition or Disposition of the related Underlying Assets individually. 

The Issuer may also, at the direction of the Collateral Manager, enter into a trading plan (a) 
pursuant to which the Collateral Manager believes al! trades contemplated thereby will be entered Into 
within 20 Business Days, (b) specifying certain (1) amounts received or expected to be received as 
Principal Proceeds in connection with a Trading Plan, fii) Underlying Assets related to such Prlndpal 
Proceeds and (lit) Underlying Assets acquired or Intended to be acquired as a result of such Trading Plan, 
and (c) for which the Collateral Manager believes such plan can be executed according to its teams. Any 
trading plan satisfying the requirements of clauses (a)-(c), a "Trading Plan*. The time period for such 
Trading Plan will be measured from the earliest trade date to the latest trade date of any such amounts. 
W^ respect to any series erf trades in which the Issuer commits to purchase, sell or purchase and sell 
multiple Underiying Assets pursuant to a Trading Ran. compliance with the Eligibility Criteria and the 
Collateral Quality Tests may, at the option of the Collatoral Manager, be measured by determining the 
aggregate effect of such Trading Plan on the Issuer's level of compliance with the Eligibility Criteria and 
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Collateral Quality Tests rather than considering the effect of each purchase and sale of such 
Underlying Assets individuaily. The issuer (or the Collateral Manager on its behalf) may enter into a 
Trading Plan only if (1) there are no other Trading Plans being implemented at such time and ttiat the 
Coilateral Quality Tests and Eligibility Criteria with respect to all previously implemented Trading Plans 
were in compliance as at the scheduled completion date of such Trading Plans, (2) as e'ridenced by an 
officer's certificate of the Collateral Manager (which may be delivered in an email), acting on behalf of the 
issuer, delivered to the Trustee on or prior to the earliest event specified In the related Trading Plan, the 
Eligibility Criteria and the Collateral Quality Tests are expected to be in comf^iance as of the scheduled 
completion date of the related Trading Plan, (3) the Aggregate Principal/Notional Balance of all 
Undeiiying Assets that are to be Disposed of pursuant to such Trading Plan may not exceed 5% of toe 
Portfolio Balance (each measured as of the earliest trade date) and (4) Standard & Poor's has received a 
prior written notice of such Trading Plan from toe Collateral Manager, acting on behalf of the Issuer. If at 
any time any Trading Plan that was previously implemented resulted in the deterioration In the Issuer's 
level of compliance with any of toe Eligibility Criteria and the Collateral Quality Tests, other than due to (x) 
a failure of toe Synthetic Security Counterparty or Issuer to comply with any of its payment or dellv^ 
obiigatjons to the Issuer or any other default by such counterparty or obiigor/issuer for reasons beyond 
toe control of toe Issuer or any other terms lhat were agreed with the Issuer at or prior to the 
«)mmencement of such Trading Plan or (y) an error or omission of an administrative or c^erationai nature 
made by any bank, broker-dealer, clearing corporation or otoer similar financial intermediary holding 
funds, securities or otoer property directly or indirecUy for toe account of the Issuer, notice will be 
prowded to Standard & Poor's and toe Issuer will be prohibited horn entering into any additional Trading 
Plans until toe Issuer's level of compliance is restored to its prior level. The time period for each such 
Trading Plan wiN be measured h’om the eartiest trade date to the latest trade date of any such amounts. 
The Collateral Manager, acting on behalf of the Issuer, may only specify one Trading Plan per trade date. 
The Eligibility Criteria will be as follows: 

The Aggregate Principai/Notional Balance of the acquired 
Underlying Assets with a Moody's Rating or a Standard & Poor's 
Rating of below "BaaS* or "BBB-V respectively, shall not exceed 
26.1% of the Net Outstanding Underlying Asset Balance as of the 
Closing Date; provided that any such Underlying Assets shall be 
RMBS Securities. 

Such security is Dollar denominated and is not convertible into, or 
payable in, any other currency. 

With respect to the particular issue being acquired, the Aggregate 
Principal/Notional Balance of such Issue does not exceed: 

(a) 2.5% of the Net Outstanding Underlying Asset Balance, if 
such issue has a -Moody's Rating of ”Baa3* or higher or a 
Standard & Poor’s Rating of ’BBB-" or higher; provided 
however that with respect to up to five such Issues, the 
Aggregate Principal/Notional Balance of each such Issue 
may be op to 3.0% of toe Net Outstanding Underling 
Asset Balance; 

(b) 1.25% of too Net Outstanding Underlying Asset Balance, if 
such Issue has a Mood/s Rating of 'Bal* or less and a 
Standard & Poor's Rating of ■8B+“ or less; provided 
however that with respect to up to five such Issues, toe 


Standard & Poor's or 1- 

Moody's Rating 

Dollar denominated 2. 

Single Issue 3. 
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Aggregate Principal^otionai Balance of each such issue 
may be up to 1.5% of the Net Outetandit^ Underlying 
Asset Balance. 

Single Servicer 4. With respect to the Servicer of the Undertying Asset being acquired, 

the ^gregale Rincipal/Notional Batance of all Undet^'ng Assets 
serviced by such sWvicer does not exceed 7.50% of the Net 
Outstanding Undert^g Asset Balance; i»x>Nnded, however, the 
Aggregate Principai/Notional Balance of all Underling Assets 
serviced by such Servicer does not exceed: 


Backed by Obligations of 5. 
Non>U.S. Obligors 


(a) 20.0% of the Net Outstanding Underlying Asset Balance, if 
such Servicer is rated (0 at least "AaS” or at least ”801-” by 
Moody's, or (ii) at least 'AA-* or at least 'Strong' by 
Standard & Poor's or (iii) at least 'AA-' or at least 'S-l* by 
Fitch; and 

(b) 12.5% of the Net Outstanding Underlying Asset Balance, f 
such Servicer Is rated (i) at least 'A3' or at least 'SQ2-" by 
Moody’s, or (ii) at least *A-' or at least 'Above Average' by 
Standard & Poor's w (Hi) at least 'A-* or at least *S-2* fay 
Fitch; 

provided that Wells Fargo or Its Affiiiates may constitute up to 
20.0%, Select Portfolio Servicing or its Affiiiates may constitute up 
to 1 5.0% and Washington Mutual or its Affiliates may constitute up 
to 15.0%, of the ^gregate Principai/Notional Balance of all 
Undeiiying Assets; provided further that, regardless of clauses (a), 
(b) and the first proviso above, two single servicers (other than 
servicers vwtf» a sender rating of "Weak' by Standard & Poor's) 
may each constitute up to 15.0% of the Net Outslandirtg 
Underlying Asset Balance. 

The Aggregate AttributaMe Amount of all Underlying Assets related 
to obligors organized or incorporated outside the United States 
does not exceed 5% of the Net Outstanding Underlying Asset 
Balance; provided ttiat for purposes of this paragraph, 'obligors' 
shall mean the obligors on the underlying receivables; provided 
further that Ihe Aggregate Attributable Amount of ail Underlying 
Assets related to 


(a) Qualifying Foreign Obligors (Including those obligors 
organized or incorporated in the United Kingdom or 
Canada) does rK>t exceed 5% of the Net Outstanding 
Underlying Asset Balance; and 

(b) obligors (including obligors organized or incorporated In 
Emerging Markets) organized or incorporated outside the 
United States, the United Kingdom and Canada (otier than 
Qualifying Foreign Obligors) does not exceed 0.0% of the 
Net Outstanding Underlying Asset Balance. 
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Consumer ABS 
Securities 


Commercial ABS 
Securities 


CMBS Securities 


CDO Securities 


6. The Aggregate Prindpal/Notiona! Balance of ail Underlying Assets 
constituting Consumer ABS Securities does not exceal 15% of the 
Net Outstanding Underlying Asset Balance, provided that the 
Aggregate PrincipaWoyona! Balance of all Underlying ^sets 
consisSng of: 

(a) Automobile Securities does not exceed 7.5% of the Net 
Outstanding Underling Asset Balance; 

(b) Car Rental Fleet Securities does not exceed 1.5% of tite 
Net Outstanding Underlying Asset Balance; 

(c) Consumer Loan Securities does not exceed 1 .5% of the 
Net Outstanding Underiying Asset Balance; 

(d) Credit Card Securities does not exceed 7.5% of the Net 
Outstanding Underlying Asset Balance; and 

(e) Student Loan Securities does not exceed 7.5% of the Net 
Outstanding Underiying Asset Balance. 

7. The Aggregate Principai/Notional Balance of all Underiying Assets 
constituting Commercial ABS Securities does not exceed 5% of the 
Net Outstanding Underiying Asset Balance, provided that the 
Aggregate Principai/Notional Balance of all Underiying Assets 
consisting of: 

(a) Equipment Lease Securities does not exceed 5% of the Net 
Outstanding Underiying Asset Balance; 

(b) Small Business Loan Securities does not exceed 0% of the 
Net Outstanding Underlying Asset Balance; and 

(c) Franchise Securities does not exceed 0% of the Net 
Outstanding Underiying Asset Balance. 

6. The Aggregate Principai/Notional Balance of all Underlying Assets 
that are CMBS Securities shall not exceed 10%, of the Net 
Outstanding Underiying Asset Balance. 

9. The Aggregate PrindpaWotlonal Balance of all Underiying Assets 
that are CDO Securities shall not exceed 10% of ttie Net 
Outstanding Underlying Asset Balance; provided that 

(a) no CDO Securtty shall have a Moody's Rating below 
"BaaS" or a Standard & Poor's Rating below "BBB-" and 

(b) the Aggregate Principai/Notional Balance of ail Underiying 
Assets that are CDO Securities managed by the Collateral 
Manager shall not exceed 0% of the Net Outstanding 
Underiying /Vsset Balance. 
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Synthetic Securities 10. 

Fixed Rata Securities 1 1 • 

Pure Private Asset- 12. 

Backed Securities 

Prime Securities 13. 


ABX Tranche Securities 1 4. 

Negative Amortization 1 5. 

Securities 

Interest-Only Securities 16- 

Principal-Only Securities 17. 

inverse Floating 18. 

Securities 

Cap/Corridor Securities 19' 


Offsetting Transactions 20. 
Mahirity 21. 


The Aggregate Princtpal/Notional Balance of ail Underlying Assets 
that are Synthetic S^urittes that are Investment Grade shall not 
exceed 65% of the Net Outstanding Underlying Asset Balance. 

The ^gregate PrindF^VNotiona) Balance of all Underling Assets 
tiiat are Fixed Rate Securities shall not exceed 6.0% of the Net 
Outstanding Underlying Asset Balance. 

If such Underlying Asset is a Pure Private Asset-Backed Security, 
the Aggregate Prindpal/Notional Balance of all such Underlying 
Assete does not exceed 5.0% of the Net Outstanding Underling 
Asset Balance. 

The Aggregate Prindpal/Notionai Balance of ail Underlying Assets 
that are Prime SecurHies shall not exceed 15%, of the Net 
Outstanding Underlying Asset Balance. 

The Aggregate Principal/Notional Balance of aii Undertying Assets 
that are ABX Tranche Securities shall not exceed 5%, of the Net 
Outstanding Underlying Asset Balance; provided however, that the 
Aggregate Principal/Notional Balance of all Underling Assets that 
are ABX Tranche Securities of the same tranche shall not exceed 
2%, of the Net Outstanding Underlying Asset Balance. 

The Aggregate Principat/Notionat Balance of aH Underlying Assets 
that are Negative Am^ization Securities shall not exceed 0%, of 
the Net Outstanding Underlying Asset Balance. 

The Aggregate PrkKipai/Notional Balance of aii Und^iying Assets 
that are Interest-Only Securities shall not exceed 0%, of the Net 
Outstanding Underiyir^ Asset Balance. 

The Aggregate Principal/Notional Balance of all Underlying Assets 
that are Principal-Only Securities shall not exceed 0%. of the Net 
Outstanding Underling Asset Balance. 

The Aggregate PrincipayNotional Balance of all Underlying Assets 
that are Inverse Floating Securities shall not exceed 0%, of the Net 
Outstanding Underlying Asset Balance. 

The Aggregate Principal/Notiona] Balance of all Underlying Assets 
that are Cap/Corridor Securities shall not exceed 0%, of the Net 
Outstanding Underlying Asset Balance. 

The aggregate notfonai amount of all Offsetting Transactions shall 
not exceed 20% of the Net Outstanding Underlying Asset Balance 
as of the Closing Date. 

The legal final maturity of such Underlying Asset is no later than the 
Stated Maturity; provided that up to 10% of tiie Aggregate 
PrincipaVNotional Balance of the Underlying Assets may have a 
legal final maturity after the Stated Maturity but in no event shall (A) 
the legal final maturity of any Underlying Asset occur later than five 
yeai3 after the Stated Maturity of the Notes or (B) the expected 
maturity of any Underlying Asset occur later than the Stated 
Maturity of the Notes. 
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P!K Bonds 22. The Aggregate Principal/NoUona! Balance of all Underlying Assets 

ttiat are PIK Bonds shall not exceed 10% of the Net Outstending 
Underlying Asset Balance. 

23. The Aggregate Prindpat/Notional Balance of all Underlying Assets 
that provide for the periodic payment of interest less ftequently than 
quarteriy shall not exceed 5% of the Net Ouistamfing Underlying 
/Uset Balance and the Aggregate Principal/Notionai Balance of ail 
Underlying Assets that provide for the periodic payment of interest 
less frequently than semi-annually shall not exceed 0% of the Net 
Outstanding Underlying Asset Balance. 

Other Eligibility Criteria 24. Such Underlying Asset is not a Convertible Bond arxi does not 

provide for the mandatory conversion or exchange into equity 
capital at anytime. 

25. Such Underlying Asset is permitted by its terms to be held by, 
among others, the Issu^ or other non U.S. Persons and, if 
applicable, assigned, participated or otherwise transferred to Uie 
Issuer. 

26. Such Underlying Asset is not an obligation or a Underlying Asset 
the rating of which from Standard & Poor's includes the subscript 

■p", “pt". ’q“. TorT. 

27. Such Underlying Asset (a) is not a Underlying Asset issued by an 
issuer located in a counby that imposes foreign exchange controls 
that effectively limit the availability or use of Doilafs to make when 
due the scheduled payments of principal of and interest on such' 
security; (b) does not provide for conversion Into Margin Stock; and 
(c) is not a financing by a debtor in possession in any Insolvency 
proceeding. 

28. Such Underlying Asset does not have a coupon or other payment 
that is subject to wHhfx>!ding tax, in each case, unless Ihe ^uer of 
the security Is required to make "gross up payments" for the total 
amount of withholding on an after tax basis. 

29. The acquisition of such Underlying Asset will not cause the Issuer 
to be subject to entity level taxation. 

30. If such Underlying Asset is a Step Up Bond, the Aggregate 
Principal/Notionai Balance of all such Underlying Assets does not 
exceed 5.0% of the Net Outstanding Underlying Asset Balance. If 
such Underlying Asset is a Step Down Bond, the ^gregate 
Principal/Notionai Balance of all such Underlying Assets does not 
exceed 5.0% of the Net Outstanding Underlying Asset Balance. 

31. Such Underlying Asset Is not a security that is not eligible under its 
Underlying Instruments to be purchased by the Issuer and granted 
to the Trustee. 

32. Such Underlying Ass^ Is not a floating rale security whose interest 
rate is inversely related to an interest rate index. 
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33. Such Underlying Asset Is included in one of the Specified Types; 
provided ttiat no new Specified Type shall be defined after Uie 
Ciosing Date without the consent of Qie holders of a majority of the 
Outstanding A^regate Amount of each Class of Notes. 

34. Such Und^tylng Asset has a Mood/s RaUng of *Ba^ or higher 
and a Standard & Poor's Rating of "BB* or higher. 

The Initial investment Agreement 

The information appearing under 'Security for the Notes— The Initial Investment Agreement" with 
respect to the Initial Investment >^reement Provider has been derived from a description toereof provided 
by the Initial Investment Agreement Provider. The Initial Investment Agreement Provider has reviewed 
such information, but such Information has not been Independentiy verified by the Co-Issuers, the 
Collateral Manager, toe Initial Purchaser, any Interest Rate Swap Counterparty or the Synthetic Security 
Counterparty. 

Amounts on deposit In the Synthetic Security Coliateral Account may be invested in Eligible 
Investments and will initially be invested under an invesbnent agreement, dated as of the Closing Date 
(such agreement, toe "Initial investment Agreement," and, togetoer with any Replacement Investment 
/^reement, the 'investment Agreement* and amounts so invested, the "investment"), among the 
Issuer, toe Trustee and GE Funding Capital Market Services, Inc., as investment agreement provider (in 
such capacity, the "Initial Investment Agreement Provider"). On the Closing Date, funds in an amount 
of at least $614,000,000 are expected to be invested as Investinents. 

Pursuant to the Initial Investment Agreement, toe Initial Investment Agreement Provider will be 
required to pay interest until the Initial Investment Agreement is terminated or terminates by its terms at a 
floating rate per annum equal to three-month LIBOR minus 0.035% on the amounts Invested thereunder. 
Interest on the Investment will accrue over each Interest Pwiod and will be payable immediately prior to 
the Distribution Oates, commencing in June 2007. 

On any Business Day of each month, subject to applicable notice requirements specified in the 
Initial Investment Agreement, the Trustee may make a withdrawal from toe Initial Investment Agreement 
in order to make payments as described under Allocation Procedures. 

immediateiy prior to the Final Maturity Date, the Trustee (acting pursuant to the Indenture on 
behalf of the Issuer) will have toe right to demand payment in fuli under the initial Investment Agreement 
(if n is then in effect). On the Final Maturity Date of toe Notes, all net proceeds from such liquidation and 
ail available cash will be distributed In accordance with the priority of distribution provisions described 
herein. 


The Trustee, subject to the Indenture, will upon the occurrence of an event of default under the 
Initial Investment Agreement, take actiorts to enforce the rights of the Issuer under toe Initial Investment 
Agreement and to obtain payment to the Trustee of all amounts due thereunder to the extent required or 
directed to do so in aixordance with the Indenture. 

In toe event that toe financial strength ratings of toe guarantor or any replacement guaranty are. 
downgraded below certain thresholds specified In toe Initial Investment Agreement, the Initial Investment 
Agreement Provider Is required to perform one or more of toe following actions: (i) post collateral, (ii) 
ti'ansfer the initial Investment Agreement to an entity aF^>roved by toe Collateral Manager and satisfying 
the rating requirements (as specified in the Initial Investmerrt Agreement) or (iii) obtain the guarantee of a 
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replacement guarantor that satisfies the requ^ed financial strength ratings. If within ten Business Days of 
a ratings event^ the Initial Investment Agreement Provider does not remedy the situation by satisfying the 
relevant requirements of one or more of clause (i)> (») or (in) above, then following demand by the Trustee 
within 30 Business Days of the Initial Inv^tment Agreement FTovider's notice of such ratings event, the 
initial investment Agreement Provider will pay the entire balance of the Investment, togetii^ with all 
accrued, unpaid interest and any make-whole amount to the Trustee. Upon any such payment in full, tiie 
Initial Investment Agreement shall taiminata. 

Events of default under tire initial Investment Agreement include a failure by tiie Initial Investment 
Agreement Provider to make any payment when due pursuant to the Initial Investinent Agreement, 
certain bankruptcy and insolvency events with respect to the Initial Investment Agreement Provider, a 
failure by the Inltial lnvestment Agreement Provider to perform, in any material respect, any of its other 
obligations under the initial Investment Agreement which continues for at least ten Business Days after 
receipt of notice therein. The Issuer is required to provide SUndard & Poor's and Moody's notice of the 
termination of tiie initial Investment Agreement following any Event of Default under the Initial Investment 
Agreement. 

Upon the occurrence of an event of defauft under the Initial investment Agreement, the Trustee, 
tfie issuer and the Collateral Manager will have the right to declare the entire balance of tiie Investment 
and all accrued and unpaid interest to be due and payable immediately and to withdraw such entire 
balance and unpaid interest. If, as a result of the occurrence of an event of default, the entire balance of 
the Investment and all unpaid interest are so withdrawn by the Trustee, the Initial Investment Agreement 
will be laminated on the date of such withdrawal. If an event of default occurs under the Initial 
Investimenl Agreement and the initial Investment Agreement fe terminated, any amounts withdrawn by the 
Issuer in connection therewith may be reinvested in Eligible Investments. 

If there is a withdrawal of the funds, then a breakage fee may be payable and the gross amount 
of interest or principal due may be paid net of the breakage fee. 

T7ie Initial Invaslment Aamsmont Provider . The Irttiai Investment Agreement is being provided 
by GE Funding Capital Market Services, inc. or the 'Initial Investment Agreement Provider"). Except 
for Uie information contained under this subheading, the Initial Investment Agreement Provider has not 
been involved in the preparation of. and does not accept responsibility for tills Offering Circular. 

Proceeds held in the Synthetic Security Collateral Account will be invested by the Trustee in the 
Initial Invwtment Agreement with GE Funding Capita! Market Services, Inc., New York. New York 
CGEFCMS"). The payment obligations of GEFCMS under Its Investment Agreements ere unconditionally 
guaranteed pursuant to an Amended and Restated Guarantee, dated as of March 16, 2004 (the 
"Guarantee"), of General Electric Capital Corporation ("GECC"). GECC is rated "AAA" by Standard & 
Poor's and "Aaa" by Moody's. Neither the Investment Agreement nor the Guarantee guarantees cm- 
otheriMse fMovides for payment of amounts due on the Notes in the event of nonpayment by the Issuer. 
Holders of the Notes must rely solely upon the Notes for payment of principal and interest thereon. 
Holders of the Notes shall have no recourse, and shall have no right to assert a claim of any nature 
whatsoever, against or GECC (cw any entity that provides to GECC credit enhancement or ttte beneftt of a 
liquidity facility) or under the Investment Agreement or the Guarantee. Copies of the Investment 
Agreement and the Guarantee are on file with the Trustee. 

GECC is subject to the informational requirwnenls of the Securities Exchange Act of 1934, as 
amended, and in accordance therewith files reports and other information with the Securities and 
Excrfiange Commission (the "Commission"). SiK;h reports and other information can be Inspected and 
copied at the Office of tiie Commission In Washington. D.C. 
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The interest Rate Swap Agreement 

After the Closing Date, subject to satisfaction of ttte Rating Condition, the Issuer may enter Into 
an interest rate swap entered into in accordance with the indenture (such Interest rale swap, together with 
any replacement therefor or additional swap agreement entered into in accordance with the Indenture, the 
'Interest Rate Swap Agreement") with Deutsche Bank AG or one of its Affiliates (together vrith its 
successors, the 'Initiai Interest Rate Swap Counterparty*. The initial interest Rate Swap Counterparty 
and any additional interest rate sw«p counterparties, each an "Interest Swap Counterpart/). Any 
Interest Rate Swap Agreement provide that the Issuer will pay to the relevant interest Rate Swap 
Counterparty on each related Distribution Date interest at a fixed rale on a specified notional amount, in 
exchange for which ttie Interest Rate Swap Counterparty will pay to the issuer interest on such notional 
amount at a rate equal to three-month LIBOR for the related calculation period. The Interest Rate Swap 
Counterparty will satisfy the ratings requirements specified by each of the Rating Agencies for the interest 
Rate Swrap Counterparty. 

Any interest Rate Swap Agreement will provide that, for each Distribution Date prior to the 
termination of such Interest Rate Swap Agreement, the Interest Rale Swap Counterparty will pay to the 
Issuer a quarterty floating amount equal to the product of: 

« the three-month LiBOR rate for the reiev^t quarterty calculation period; 

• the specified hedge notional amount for (he relevant quarterly calculation period; and 

• (he quotient of the actual number of days in that p^od divided by 360. 

In exchange for the floating amounts due from the Interest Rate Swap Counterparty, and subject 
to the payment netting provisions of tha Interest Rate Swap Agreement, the Issuer will pay to the Interest 
Rate Swap Counterparty, for each Distribution Date prior to the tennination of the Interest Rate Swap 
Agreement, a quarterly fcxed amount equal to the product of; 

• fixed swap rate for the relevant quarterly catculation period; 

• the specified swap notional amount for the relevant quarterly calculation period; and 

• the quotient of 30 over 360, calculated quarterly, adjusted. 

Pursuant to the Priority of Payments, scheduled payments required to be made by the Issuer 
under the Interest Rate Swap Agreement, together with any termination payments payable by the issuer 
other Uian by reason of an event of default with respect to the interest Rate Swap Counterparty or 
termination event where the Interest Rate Swap Counterparty is the "defaulting party” or the sole 
“affected party," will be payable pursuant to clause (3) under "Description of the Notes — Priority of 
Payments — Interest Proceeds' and, If Interest Proceeds are Insufficient to pay such amounts in full, from 
Principal Proceeds pursuant to clause (1) under "Description of the Notes — Priority of Payments — 
Principal Proceeds." The Interest Rate Swap Agreement will be governed by New York law. 

If the interest Rate Swap Count^arty or its guarantor falls to maintain certain rating levels 
described in the Indenture and the Interest Rate Swap Agreement, such interest Rate Swap Counterparty 
may be required to post collateral or assign its r^hts and oWigations under tiie Interest Rate Swap 
Agreement to a replacement Interest Rate Swap Counterparty and, . if the Interest Rate Swap 
Counterparty does not take such action as required under the Interest Rate Swap Agreement, the Issuer 
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will be permitted to terminate the Interest Rate Swap Agreement See 'Risk Factors—lnterest Rate Risk* 
for a discussion of certain considerations v^th respect to the interest Rate Swap Agreement. 

The Coilaterai Manager wiii have a limited role in corinecUon with decisions relating to the int^est 
Rate Swmp Agreement Pursuant to the Indenhire, the Issuer may not reduce the notional amount under 
die Interest Rate Swap Agreement However, on any date (each such date, a 'Coilaterai Imbalance 
Date") on whidi the Net Outetending Underlying Asset Balance is less than the notional amount of the 
Interest Rate Swap Agreement, die Interest Rate Swap Count^party to the Interest Rate Swap Agreement 
will designate an early termination date yrith respect to the pc^tion of the notional amount of each hedging 
transactk^ so affected; provided, however, that the Rating Condition must be satisfied with respect to any 
such early termination date. In addition, the Issuer may &nter Into a replacement interest Rate Swap 
Agreement upon termination of an Interest Rate Swap Agreement or enter into additional Interest Rate 
Swap Agreements with the advice of the Collateral Manager only (a) if the Rating Condition is satisfied 
and (b) virith respect to any additional Interest Rate Swap Agreement, the Interest Rate Swap 
Counterparty consents to such additional Interest Rate Swap Agreement 

The Interest Rate Swap Counterparty may terminate the Interest Rate Swap Agreement with the 
Issuer in limited circumstances whether or not the Notes have been paid in full prior to such termination, 
including in die event of (a) a failure by tiie Issuer to make, when due. any payment under the Interest 
Rate Swap Agreement within the applicable grace period: (b) certain events of bankruptcy, Insdvency, 
oKiservatorship, rec^vershlp or reorganization of the issuer; (c) a change in law making it illegal for 
either the Issuer or the Interest Rate Swap Counterparty to be a party to, or perform an obligation under, 
the interest Rate Swap Agreement; (d) an Event of Default under the Indenture followed by a liquidation 
of Coliatera! on the Accelerated Maturity Date; and (e)the occurrence of a Clean-up Call Redemption, 
Optional Redemption. Tax Redemption, or Auction Call Red«nption. With respect to such terminations, 
any amounts payable upon the termination of the Interest Rate Swap Agreement will be based upon 
standard replacement transaction valuation methodology set forth In the 1992 iSDA Master Agreement 
published by ISDA. in addition, the Issuer wii not agree, vnthout satisfaction of the Rating Condition 
soleiy v^th respect to Standard & Poor's, to any amendment, modification, or waiver of any provision of 
the Interest Rate Swap Agreement. 

The obligations of the issuer under the Interest Rate Swap Agreement are limited recourse 
obligations payable soleiy from the Collateral pursuant to the Priority of Payments. 

The Accounts 

Collection Accounts 

/iiJt distributions on the Underlying Assets and any proceeds received from the Disposition of any 
such Underlying Assets, to the extent such distributions or proceeds constitute interest Proceeds and any 
amounts payabia to tiie Issuer by any Interest Rate Sw^ Counterparty under the Interest Rate Swap 
Agreement (other than amounts received by the Issuer by reason of an event of default or termination 
event thereunder) will be remitted to a single, segregated acoxint established and maintained under the 
Indenture by tile Trustee (the 'Interest Collection Account”). All distributions on tile Underlying Assets 
and any proceeds received from the OlsposRion of any suc^ Underlying Assets to the extent such 
distributions or proceeds constitute FTincipal Proceeds (unless simultaneously reinvested in Eligible 
Investments) will be remitted to a single, segregated account established and maintained under the 
Indenture by the Trustee (the •Principal Collection Account” and, together w&i the Interest Collection 
Account, the "Collection Accounts'), Amounts on credited to the Principal Collection Account shall be 
applied in accordance vrith the FTiwIty of Payments. The Collection Accounts shall be maintained fCM- the 
benefit of the Noteholders and amounts on deposit therein will be available, together with reinvestment 
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earnings thereon, for application In the order of priority set forW above under 'Description of the Notes— 
Priority of Paymente.' 

founts r^eived in the Collection Accounts during a Due Period will be invested in Eligible 
Investinents (as described below) with stated maturities no later than the Business Day immediately 
preceding Uie next Distributicm Date. Ail suc^ proceeds vnW be retained in the Collection founts unless 
used as otherwise permitted under the Indenture. 

'Eligible investments* Include any Dollar-denominated investment that is not a Prohibited ^set 
and is one or more of the follovnng (and may include Investment for which the Trustee and/or its affiiiates 
provides services): 

(a) cash; 

(b) direct Registered obligations of, and Registered obligations the timdy payment of 
principal and interest on which Is fully and expressly guaranteed by, the United States or 
any agency or instrumentality of the United States the obligations of which are expressly 
backed by the full faith and credit of the United Stales; 

(c) demarxj and time deposits in, certificates of deposit of, bankers' acceptances payable 
within 183 days of issuance issued by, or Federal funds sold by any depository institution 
or trust company Incorporated under the laws of the United States or any stale thereof 
and subject to supervision and examination by Federal and/or state banking authorities 
so long as tiie commercial paper and/or the debt obligations of such depository institution 
or trust conipany (or, In the case of the principal depository institution In a holding 
company system, the commercial paper or debt obligations of such holding company) at 
the time of such investment or contractual commitment providing for such investment 
have a credit rating of not less than *Aa2* by Moody's, and if so rated, such rating is not 
on watch for downgrade by Moody’s, "AA+* by Standard & Poor's and ■AA+“ by Filch 
Ratings ("Fitch") (If rated by Fitch) in the case of tong-term debt obligations, or 'P 1" by 
Moody's, and if so rated, such rating Is not on watch for downgrade by Mood/s, *A 

by Standard & Poor's and "F1+* by Fitch (if rated by Fitch) in the case of commercial 
paper and short-term debt obligations; provided that (i) in each case, the issuer thereof 
must have at the time of such investment or contractual commitment providing for such 
investment a long-term credit rating of not less than •Aa2’ by Mood/s, and If so rated, 
such rating is not on watch for downgrade by Mood/s. and 'AA+' by Fitch (if rated by 
Fitch) and (ii) in the case of commercial paper and short-term debt obligations with a 
matwity of longer than 91 days, the issuer thereof must also have at the time of such 
investment or contractual commftmenl providing for such investment a long-term credit 
rating of not less than "AA+" by Standard & Poor's and "AA+' by Fitch (If rated by Fitch); 

(d) unleveraged repurchase obligations (If treated as debt for tax purposes by the issuer) 
with respect to (i) any security described in clause (b) above or (ii) any other Registered 
security issued or guaranteed by an agency or instrumentality of the United States (in 
each case without regard to the stated maturity of such security), in either case entered 
into with a U.S. Federal or state depository institution cn* trust company (acting as 
principai) described in clause (c) above or entered into with a corporation (acting as 
principal) \A^ose long-tenn rating at the time of such investment or contractual 
commitinent providing for such investment is not less than "Aa2' by Moody's, and if so 
rated, such rating is not on watch for downgrade by Moody's, "AA+’ by Standard & Poor's 
and ■AA+’ by Fitch (if rated by Filch) or whose short-term credit rating at the time of such 


155 


Confidential treatment Requested 


GEM7-00000602 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00465 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



462 


Footnote Exhibits - Page 1214 


investment m contractual commitment t^oN^ing for such Investment is "P 1* by Moody's, 
and if so rated, such rating is not ort watch for downgrade by Moody's, ”A 1+" by 
Standard & Poor's and '■F1+* by Fitch (if rated by FiWi) at the time of such investment or 
contractual commitment providing for such investment; provided that (I) in each case, the 
issuer thereof must have at ttie time of such investment or contractual commitment 
providing for such investment a long-term credit rating of not less than *Aa2'' by MocKf/s, 
and if so rated, such rating is not on watch for downgrade by Moody’s, and 'AA+'' by 
Fitch (if fated by Fitch) and (il) if such security has a maturity of longer than 91 days, Uie 
Issuer thereof must also have at the time of such investment or contractual commitment 
providing for such investment a long-term credit rating of not less than •AA+* by Standard 
& PocM^s and not less than ’‘AA+“ by Fitch (if rated by Fit(^); 

(e) Registered debt securities bearing interest or sold at a discount issued by any 
corporation incorporated under the laws of the United States or any state thereof that 
have a credit rating at the time of such investment or (xmtractual commitment providing 
for such investment of not less than ”Aa2'' by Mood/s, and if so rated, such rating is not 
on watch for downgrade by Moody's. ‘AA* by Standard & Poor's and 'AA+' by Fitch (if 
rated by Fitch); 

(f) commercial paper or other short-term obligations with a maturity of not more than 103 
days from the date of issuance and having at the time of such investinent or contractual 
commitment providing for such Investment a credit rating of "A 1+" by Standard & Poor's 
and "FI by Fitch (if rated by Fitch); provided that (I) in each case, the issuer thereof 
must have at the time of such investment or contractual commitment providing for such 
investment a long-term credit rating of not less than *Aa2’ by Moody’s, and if so rated, 
such rating is not on watch for downgrade by Moody’s, and •AA+* by Fitch (if rated by 
Fitch) and (il) if such security has a maturity of longer than 91 days, tiie issuer thereof 
must also have at the time of such investment or contractual commitment providing for 
such investment a long-term credit rating of not iess than 'AA* by Standard & Poor's and 
not less than •AA+'’ by Fitch (if rated by Fitch); 

(g) reinvestment agreements Issued by any bank (if treated as a deposit by such bank), or a 
Registered reinvestment agreement issued by any insurance company or other 
corporation or entity organized under the laws of the United States or any state thereof (if 
tieated as debt for tax purposes by the Issu^), in each case, that has a credit rating of 
not less than 'P-r by Mood/s. and If so rated, such rating is not on watch for downgrade 
by Mood/s, ‘'A-1+' by Standard & Poor's and "F1+'’ by Fitch (if rated by Fitch); provided 
that (j) in each case, the Issuer thereof must have at the time of such investment a long- 
term credit rating of not less than ”Aa2*' by Mood/s. and if so rated, such rating is not on 
>^tch for downgrade by Mood/s, and ■AA+* by Fitch (If rated by Filch) and (ii) if such 
security has a maturity of longer than 91 days, the issuer thereof must also have at the 
time of such Investinent a long-term wedit rating of not less than "AAA" by Standard & 
Poor's and not less than 'AA+' by Fitch (if rated by Fitch) and satisfy the Rating Agency 
Condition in respect of Standard & Poor's; 

(h) any money market fund or similar investment vehicle having at the time of Investinent 
therein the highest credit rating esslgried by each of the Rating Agencies; provided that 
(I) such fund or vehicie is formed outside the United States and is not engaged in a 
United States ti^de or business, (ii) no income to be received from such fund or vehicle Is 
or will be subject to deduction or withholding fw or on account of any withholding or 
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similar tax, and (iii) the ownership of an interest in such fund or vehicle will not subject the 
Issuer to net income tax in anyjuilsdiction; 

(i) any guaranteed investment contract, asset svrap, funding agreement, investment 
agreement or other similar agreement from, or a note or a certificate backed by any 
guaranteed investment contract funding agmement, investment agreement or other 
similar agreement from, a bank, instance company or other corporation or entity and 
has a long-term unsecured obligation rating of at least *AAA* by Standard & Poor's and at 
least "Aaa* by Mood/s and satisfy frie Rating Agency Condition In respect of Standard & 
Poor’s: and 

(j) any other security the acquisition of which satisfies the Rating Condition and the 
ownership of which will not subject the Issuer to Income tax on a net income basis for 
U.S. federal income tax purposes; 

and, in each case (other frian clause (a) or (i) or (j)). with a stated maturity (giving effect to any applicable 
grace period) no later than the Business Oay immediately preceding the Distribution Date immediately 
following the Due Period in which the date of Investment occurs; provided that Eligible investments may 
not Include (i) any security that does not provide for the repa^ent of a stated fixed amount of principal in 
one or more insteilments. any interest-only security, any security purchased at a price in excess of 100% 
of the par value friereof or any security whose repayment is subject to substantial non-credit related risk 
as determined in the reasonable business judgment of the Collateral Manager, (ii) any Floating Rate 
Security whr^e interest rate is inversely or otherwise not proportionately related to an interest rate index 
or is calculated as other than the sum of an interest rate ^ex p/us a spread, (ill) any secuhty subject to 
withholding tax in any jurisdiction or (iv) any security friat Is subject to an Offer and has not been called for 
redemption. Notwithstanding the foregoing, Eligible investments will not include PIK Bonds. CMBS 
Securities. RMBS Securities, margin stock, securities that do not provide for the periodic payment of 
Interest or which are zero coupon bonds and any securtiy with a rating from Standard & Poor's which 
includes tt>e subscript •?.' "pi,* 'q,' V or, T. The Trustee or Its Affiliates are permitted to receive 
additional compensation that could be deemed to be In the Tnistee's economic self-interest for (x) serving 
as investment advisor, administrator, shareholder, servicing agent, custodian or sub-custodian with 
respect to certain of the Eligible Investments, (y) using MTlIiates to effect transactions in certain Eligible 
investments and ( 2 ) effecting transactions In certain Eligible Investments; provided, however, that such 
compensation shall not be an amount that is reimbursable or payable by the Issuer or otherwise pursuant 
to tee Indenture. For the avoidance of doubt, an Eligible Investment is not an Underlying Asset. 

Payment /tocount 

On or prior to the Business Oay prior to each Distribution Date, the Trustee will deposit Into a 
single, segregated account established and maintateed by the Trustee under the indenture (the 
"Payment Account”) for the benefit of the Secured Parties all funds In the Collection Accounts (ote^ 
than amounts received after tee end of tee Due Period with respect to such Distribution Date) required for 
payments to Noteholders and payments of fees and expenses In accordance with tee priority described 
under "Description of the Notes — Priority of Payments.” In addition, any Uninvested Proceeds on deposit 
in tee Uninvested Proceeds /tacount on the Determination Date preceding tee September 2007 
Distribution Date will be transferred to the Payment Account and treated as Principal Proceeds on tee 
September 2007 Distribution Date and distributed in accordance vwte tee Priority of Payments. 
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Expense Account 

On the Closing Date, after payment of the organizational and structuring fees and expenses of 
the Issuers (including, without limitation, the legai fees and expenses of counsel to the Issuers, tfie Initial 
Purchaser and Collateral Manager) and the expenses of offering the Notes, at least U.S.$ 250.000 
from the proceeds of the offering of the Notes will be deposited by the Trustee into a single, segregated 
account established and maintained by the Trustee under the Indenture (the ’Expense Account*). AH 
funds CHI deposit in the Expense Accx^unt will be invested ki Eligible Investments at tfte direction of the 
Collateral Manager. Amounts standing to the credit of the Expense Account may be used to pay 
administradve expenses (including indemnities} and organization fees of the Issuers on any day oth^ 
than a Oisihbution Date (other than fees of the Trustee, but including other amounts pa^ble by the 
Issuer to the Coliateral Manager under the Management A^eement or the Indenture). Amounts credited 
to die Ejqsense Account will be (a) applied on or prior to the Determination Date preceding the First 
Distribution Date to pay amounts due in connection with the offering of the Notes and Preference Shares 
and (b) on ffie First Distribution Date, to the extent that the balance of the Expense Account exceeds 
U.S.$ 250,000 on the related Determination Date, transferred to die Payment Account and applied as 
interest Proceeds. After the Closing Date, additional amounts may be credited to the Expense Account 
on any Distribution Date as described under ‘Description of the Notes — Priority of Payments.* 

Unln^ted Proceeds Account 

On the Closing Date, the Trustee wW deposit the net proceeds (if any) from the issuance and sale 
of the Notes arxJ Preference Shares plus any principal collections on the Underlying Assets received on 
or pricx to the Closing Date that, on the Closing Date, are not invested in Underlying Assets, not 
deposited In the Collection Accounts and not deposited in the Expense Account Into a single, segregated 
account established and maintained by the Trustee under the Irxlenlure (the "Uninvested Proceeds 
Account"). At the direction of the Collateral Manager, amounts (if any) standing to the credit of the 
Uninvested Proceeds Account will be used to acquire Undertylng Assets and Eligible Investments, which 
Eligible investments shall be in overnight deposits. Investment earnings on Eligible Investments In the 
Uninvested Proceeds Account will be transferred to the Interest CoHeotion Account and treated as 
Interest Proceeds on the September 2007 Distribution Date. In addition, any Uninvested Proceeds on 
deposit In the Uninvested Proceeds Account on the Determination Date preceding the September 2007 
Distribution Date will be transferred to the Payment Account and treated as Principal Proceeds on the 
September 2007 Distribution Date and distributed in accordance with the Priwity of Payments. For the 
avoidance of doubt, such amounts shall not be transferred to Ihe Interest Collection Account or the 
Payment Account, as applicable, until the Determination Date preceding the September 2007 Distribution 
Date, prior to such dale, such amounts shall be available to purchase Underlying Assets or Eligible 
Investments at the direction of the Collateral Manager. 

Disposition Proceeds Account 

Disposition Proceeds will be deposited into a single, segregated account established and 
maintained by the Trustee under the Indenture (the "Disposition Proceeds Account") and (I) either used 
to purchase one or more Underlying Assets within 60 or 90 days from the date of deposit into the 
Disposition Fhoceeds /tecount; or (it) after 60 or 90 days from the date of deposit into the Disposition 
Proceeds Account, if not used to purchase Underfying Assets, transferred to the Principal Collection 
A(x»unt and designated as Principal Proceeds and on the following Distribution Date distributed in 
acccxdance with the Priority of Payments. In no event shall Disposition Proceeds be designated as 
Interest Fh-oceeds. Amounts on deposit in the Disposition Proceeds Account will be invested in Eligible 
Investinents at the direction of the Collateral Manager. 


158 


Confidential Treatment Requested 


GEM7-00000605 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00468 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



465 


Footnote Exhibits - Page 1217 


Preference Share Payment Account 

On each DisWbution Date, the Trustee, In accordance wifli the Priwity of Payments, will transfer 
to the Preference Share Paying Ag^t the amounts {if any) for deposit to a segregated account (the 
•Preference Share Payment Account') established and maintained by the Preference Share Paying 
Agent pursuant to the PrefK’ence Share Paying Agency Agreement The Preference Share Payment 
Account and any sums standing to the o^dit thereof shall not form part of the Collateral. 

Synthetic Security Coliateral Account 

The Trustee will establish a segregated trust account (the "Synthetic Security Collateral 
Accounf), that wii be maintained by the Trustee as entitlement holder in respect of ea(^ Synthetic 
Security Counterparty and over which the Trustee will have exclusive control and the sole right of 
witodrawal in accordance with toe Synthetic Securities and toe Indenture. As directed by the C<^laterat 
Manager, toe Trustee will, on the Closing Date, deposit into toe relevant Synthetic Security Collaterai 
Acxount all cash and Eligible Investments that are required to secure the obligations of the Issuer in 
accordance with the terms of toe Synthetic Seci^ities and toe Offsetting Transactions. The Synthetic 
Security Collateral Account shall remain at all times with a ftnanciai institution having a long-term debt 
rating df at least "BBB+* by Standard & Poor's, at least "Baa1" by Moody's, and at least 'BBB+' by Fitch 
and a combined capita! and surplus in excess of $200,0(K1.000. 

As directed by the Coilateraf Manager in writing, cash on deposit in any Synthetic Security 
CoHat^al Account will be invested in Eligible Investments, interest payments on Eligible investments 
credited to any Synthetic Security Collateral Accourrt will be applied, as directed by the Collateral 
Manager, to the payment of any periodic amounts owed by toe Issuer to the related S^thetic Security 
Counte^ariy or Offeetting Transaction Counterparty on the date any such amounts are due, but only up 
to the amount of any excess over the Required Synthetic Security Collateral Amount. After application of 
any such amounts, any remaining interest payments toen contained in the related Synthetic Security 
Collateral Account will be withdrawn from such account and deposited in the Collection Account for 
distribution as Interest Proceeds. Cash and Eligible investments on deposit in any Synthetic Security 
Collateral Account will be included in the Coliateral to toe extent provided under 'Security for'the Notes — 
General* herein, will not be available to make payments under the Notes and shall not be considered to 
be an asset of the Issuer for purposes of any of the Collateral Quality Tests or the Coverage Tests, but 
toe Synthetic Securities that relate to toe Synthetic Security Collateral Account shall be considered an 
asset of the Issuer. 

In the event a Synthetic Security or Offsetting Trensaction is terminated prior to Its scheduled 
maturity, the Coliateral Manager on behalf of the Issuer shall cause such portion of toe collateral in the 
related Syntoetic Security Collateral Account that (subject to the Allocation Procedures) is available for 
making partial'or fun termination payment owed, If any, to the related Synthetic Security Counterparty or 
Offsetting Transaction Counterparty to be delivered to such Synthetic Security Counterparty or Offsetting 
Transaction Counterparty, and toe remaining collateral for such terminated Synthetic Security or 
Offsetting Transaction in the related Synthetic Security Collateral Account (to toe extent not required to be 
pledged to the related Syntoetic Security Counterparty or Offsetting Transaction Counterparty) shall be 
released from the (ten of the related Syntoetic Security Counterparty and the Offeetting Transaction 
Count^party and granted to the Trustee ffee of such lien. Any cash received upon the maturity or 
liquidation of any such collateral In the related Synthetic Security Collateral Account released from toe 
lien of the relevant Synthetic Security Counterparty and toe Offsetting Transaction Counterparty shall be 
credited to the Disposition Proceeds Account or deemed (o be Principal Proceeds and credited to the 
Principal Collection Account. 
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U{x)n the occurrence of a 'credit event" under a Synthetic Security, at the d^ection of the 
Collateral Manager, the related collateral in the related Synthetic Security Collateral Account will be 
delivered to the related Synthetic Security Counterparty, to the extent required, upon delivery of a 
Delivered Obligation. In the event a "credit event* has occurred and the issuer is required to liquidate 
such collateral in the related Synthetic Security Collateral Account and deihrer cash to the relevant 
Synthetic Security Counterparty, the Issuer will bear any market risk on tt»e liquidation of tiie collateral in 
such Synthetic Security Collateral Acxx}unt. 

yVnounte confined in any Synthetic Security Collateral Account shall be vrithdrawn by the 
Trustee and applied toward the payment of any amounts pa^ble by the Issuer to the related S^thetic 
Security Counterparty or Offsetting Transaction Counterparty in accordance with the terms of the 
indenture and the related Synthetic Security or Offsetting Transaction, as directed by the Collatera! 
Manager in wiling, Excess Collateral Account Amount shall be wittidrawn from any Synthetic 
Security Collataal Account and deposited in the Prindpal Collection Account or Disposition Proceeds 
Account for application In accordance wth the terms of the lnd«iture: provided that to the extent that any 
such withdrawal from such Synthetic Security Collateral Account would require a withdrawal from the 
Initial Investment Agreement, such withdrawal may only be made in accordance with the terms of the 
initial investment Agreement. "Excess Collateral Account Amount" means the excess of (i) the related 
Syndetic Security Collateral Amount over (ii) the sum of (A) the related Required Synthetic Security 
Coliateral Amount and (B) the absolute value of the net loss the relevant Offset Transactions. 

Interest Rata Swap Counterparty Collateral Accounts 

If and to the extent that any Interest Rate Swap Agreement requires a Interest Rate Swap 
Count^arty to secure Its obligations with respect to such Interest Rate Swap Agreement, the Trustee 
will establish a segregated trust account, held in the name of the Trustee (each such account, a "Interest 
Rate Swap Counterparty Collateral Accourrr). The Trustee shall deposit into each Interest Rate Swap 
Counterparty Collateral Account all amounts that are required to secure the obligations of the Interest 
Rate Swap Counterparty In accordance with the terms of such Interest Rate Swap ^reemenL Except for 
investment earnings, a Interest Rate Swap Counterparty ^all not have any legal, equitable or beneficial 
interest In any Interest Rate Swap Counterparty Collateral Account other than In accordance with the 
Indenture, the applicable Interest Rate Swap Agreement and applicable law. The Interest Rate Swap 
Count^arty CoHatwal Accounts shall remain at all times with a financial institution having a long-term 
debt rating of at least "888+’ by Standard & Poor’s, at least "Baal" by Mood/s. and at least ’BBB+" by 
FHdi and a combined capital and surplus In excess of $200,000,000. 

As directed by the Collateral Manager in writing and in accordance with the applicable interest 
Rale Swap /^eement, cash on deposit In a Interest Rate Swap Counterparty Collateral Account on 
behalf of the Issuer shall be invested in Eligible Investments. Income received on amounts on deposit in 
the interest Rate Swap Counterparty Collateral Account may be withdrawn from such account and paid to 
the related Interest Rate Swap Counterparty In accordance with the applicable Interest Rale Swap 
Agreement. 

Cash and Eligible Investments on deposit in eac^ Interest Rate Swap Counterparty Collateral 
/tocount will not be included In toe Collateral and will not be available to make payments under the Notes 
otoer than as required under the related Interest Rate Swap Agreement. Amounts contained in any 
interest Rate Swap Counterparty Collateral Account shall not be considered to be an asset of the issuer 
for purposes of any of the Collatwai- Quality Tests or the Coverage Tests, but toe Interest Rate Svrap 
Agreement that relates to such Interest Rate Swap Counterparty Collateral Account shall be so 
considered an asset of the Issuer. 
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With respect to any obligation by the Interest Rate Swap Counterparty for payment under any 
Interest Rate Swap Agreement, amounts oantained in the relate] Interest Rate Swap Counterparty 
Collateral Account shall, as directed by ^e Collateral Manager in svrtting, be withdrawn by the Trustee 
and applied to the payment of such obligation payable by tfie related Interest Rate Swap Counterparty to 
the Issuer. Any excess amounts held in a Interest Rate Sv^p Counterparty Coliaterel Account afl^ 
payment of at! amounts owing from the related Interest Rate Swap Counterparty to Uie Issuer shall be 
withdrawn from such Interest Rate Svrep Counterparty Collateral Account and paid to the related Interest 
Rate Swap Counterparty in accordance v^h the applicable Interest Rate Swap Agreement 

SvnOietic Security Issuer Accounts 

If and to the extent that any Synthetic Security requires a Synthetic Security Counterparty to 
secure Its obligations wifri respect to such Synthetic Security, the Trustee wilt establish a segregated trust 
a(xx)unt, held in the name of the Trustee (eadi such acccnjnt, a 'Synthetic Security issuer Account'). 
The Trustee shall deposit Into each Synthetic Security Issuer Account ail amounts that are required to 
secure the obligations of the Synthetic Security Counterparty in accordance with the terms of such 
Synthetic Security. Except for investment earnings, a S^thetic Security Counterparty shall not have any 
legal, equitable or beneficial interest in any Synthetic Security Issuer Account other tiian in accordance 
with the indenture, the applicable Synthetic Security and applicable law. The Synthetic Security Issuer 
Accounto shall remain at all times wito a financial Institution having a long-term debt rating of at least 
’66B+” by Standard & Poor's, at (east ‘Baal* by Mood/s, and at least 'BBB-r* by Filch and a combined 
capital and surplus in excess of $200,000,000. 

As directed by the Collateral Manager In writing and in accordance with the appllcabie Synthetic 
Security, cash on deposit in a Synthetic Security issuer Account on behalf of the issuer shall be invested 
in Eligible investments. Income received on amounts on deposit in the Synthetic Security Issuer Account 
may be withdrawn from such account and paid to the related Synthetic Security Counterparty in 
accordance with the applicable Synthetic Security. 

Cash and Eligible investments on deposit in each Synthetic Security Issuer Account will not be 
included in the Collateral and will not be available to make payments under the Notes other than as 
requb-ed under toe related Synthetic Security. Amounts contained in any Synthetic Security Issuer 
Account shall not be considered to be an asset of the Issuer for purposes of any of the Collateral Quality 
Tests or the Coverage Tests, but the Synthetic Security or Synthetic Securities that relate to such 
Synthetic Security Issuer Account shall be so considered an asset of the Issuer. 

With respect to any obligation by toe Synthetic Security Counterparty for payment under any 
Synthetic Security, amounts contained in the related Synthetic Security Issuer Account shall, as directed 
by the Collateral Manager in writing, be withdrawn by the Trustee and applied to toe payment of such 
obligation payable by the related Synthetic Security Counterparty to the Issuer. Any excess amounts held 
In a Synthetic Security Issuer tecount after payment of all amounts owing from the related Synthetic 
Security Counterparty to the Issuer shall be withdrawn from such Synthetic Security Issuer Account and 
paid to toe related Synthetic Security Counterparty in accordance with the applicable Synthetic Security. 
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THE ISSUERS 


General 

The Issuer was lrK»rpmated as an exempted company with limited liability and registered on 
October 20, 2006 in the Cayman Islands with registered number DB-176033, is in good standing under 
the laws of the Cayman Islands and has an indefinite existence. The issuer has been established as a 
s(^al purpose vehicle for the purpose of issuing the Notes. The registered office of the Issuer is at the 
offices of Deutsche Bank (Cayman) Limited, P.O. Box 1984, Grand Cayman KYI-1104, Cayman islands. 
The Issuer's telephone number is -*-1(345} 949-8244. The Issuer has no prior operating experience other 
than In connection with the acquisition of certain Underlying Assets prior to the issuance of the Notes and 
the Preference Shares and the mgagement of the Collateral Manager and the entering into of 
afTar>gements with respect thereto, and Issuer will not have any substantial assets oUier than the 
Collateral pledged to secure, among other things, the Notes and the issuer's obligations to Uie Trustee, 
the Coliat^l Manager, any interest Rate Swap Counterparty, the Offsetting Transaction Counterparty 
and the Synthetic Security Counterparty. Clause 3 of ttia issuer Charter sets out the objects of the 
Issuer, \^ich include the business to be carried out by>the Issuer in connection with the Notes. As at the 
Closing Date, the entire autftorized shares of the issuer wll consist of (a) 250 ordinary shares, par value 
U.S.$1.00 each (ail of which will be issued and held in trust fcH* charitable purposes by Deutsche Bank 
(Cayman) Limited, a licensed trust company incorporated in the Cayman Islands (In such capacity, the 
'Share Trustee"), under the terms of a declaration of trust) and (b) 59,500 Preference Shares, par value 
U.S.$0.01 . all of which ^il be issued at a liquidation pref^ence of U.S.SI ,000 each. 

The Co-issuer was incorporated on February 23. 2007 under the law of the State of Delaware 
tf4th an organizational number 070220501 and its registered office is do Donald Puglisi, 850 Litv^ary 
Avenue, Suite 204, Newark, Delaware 19711. The sole director and officer of the Co-Issuer Is Donald 
Puglisi, and he may be contacted at the principal offrce of the Co-Issuer listed on the last page of this 
Offering Circular. The Co-issuer's telephone number is -*’1(302) 739-6680. The Co-Issuer has no prior 
curating experience. The Co-Issuer has been established as a special purpose vehicle for the purpose 
of issuing the Notes. It will not have any assets (other than its U.S.$1,000 of share capital owned by the 
issuer) and will not pledge any assets to secure the Notes. The third clause of the Co-Issuer's certificate 
of tncorporatbn sets out the objects of the Co-Issuer, which include the business to be earned out by the 
Co-issuer in connection with the Notes. The Co-Issuer will not heve any interest in the Underlying Assets 
or oti^er assets held by the Issuer. 

The Notes are obligations only of the issuers, and none of the Notes are obligations of the 
Trustee, the Share Trustee, the Administrator, the Collateral Manager, the Initial Purchaser or its afRHales 
or any directors or officers of the Issuers. 

Deutsche Bank (Cayman) Limited will act as the administrator (in such capacity, the 
'Administrator') and the Share Registrar of the Issuer. The office of the Administrator wilt serve as the 
general business office of the Issuer. Through this office and pui^uant to the terms of an agreement by 
and between the Adminisfa-ator and the issuer (the "Adminlsbatlon Agreement*}, the Administrator will 
perf^m various management functions on behalf of the Issuer, including the provtsion of certain clerical, 
administrative and other services until termination of the Admirtistration Agreement In consideration of 
the foregoing, the Administmtor will receive various fees arxf other charges payable by the Issuer at rates 
provided for in the Administration ^reement and wiH be reimbursed for expenses and ttie issuer will 
provide certain indemnities to the Administrator in connection vwlh its performance of such services. 
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The Administrator vwll be subject to the overview of the Board of Directors of the Issuer. The 
directors of ttie Issuer are Aian Corkish, David Dyer, Simon Wetherelt and Tim Fit^erald, each of wliom 
is a director or officer and an employee of the Administrator and each of v4iose offices are at P.O. Box 
1984, Grand Cayman KYI-1104. Cayman Islands. The Administration Agreement may be terminated by 
the Issuer or the Administrator upon 14 da^’ notice fottowng the occurrence of certain events, in 
addition, the Administration ^eement may be terminated upon three months’ notice (subject to the 
appointment of a replacement administrator). 

The Administrator's principal office is at P.O. Box 1984, Grand Cayman KYI-1104. Cayman 

Islands. 

Capitalization and Indebtedness of the Issuer and the Co-issuer 

1Tie initial capitalization and indebtedness of the Issuer as of the Closing Date, after giving effect 
to the issuance of the Notes, the Preference Shares and the ordinary shares of the issuer but before 
deducting exf^nses of the offering of the Notes and of the placement of the Preference Shares and 
organizational expenses of tiie issuers, is expected to be as follows: 


Class A-la Notes 

U.S.$244, 000,000 

Class A-lb Notes 

U.S.$400, 000.000 

Class A-2 Notes 

U.S.$159.000,000 

Class B Notes 

U.S.$96.900,000 

Class C Notes 

U.S.$68, 300.000 

Class 0 Notes 

U.S, $55, 100.000 

Class E Notes 

U.S.$18.700,000 

Total Defat 

U.S.$1.042.000,000 

Ordinary Shares 

250 

Preference Shares 

U.S.$59.500.000 

Total Equity 

U.S.$59.500.250 

Total Capitalization 

U.S.$1.101.500.250 


As of the Closing Date and aftCT giving effect to the issuance of the Preference Shares, Uie 
issued share capital of die Issuer will be 250 cxdinary shares, par value U.S.S1.00 per share, and 59,500 
Preference Shares, par value U.S.$0.01 per share and with a liquidation preference of U.S.$1.000 per 
share. 

The issuer will not have any material assets other than the Collateral. 

The Co-Issuer will be capitalized only to the extwl (rf its U.S.$250 of share capital, will have no 
assets other than its share capital and will have no debt other than as Co-Issuer erf the Notes. As of the 
Closing Date and after giving effect to the issuance of the Co-Issuer's shares, the authorized and issued 
share capital of the Co-Issuer will be 250 shares of common slock, par value U.S.$1.00 per share. 
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Business 

The indenture and the Issuer Charter provide that the activitiBS of the Issuer are limited to (a) 
investm^t and reinvestment in Underfying Assets and Eiigibte Investments, (b) the entering into, and the 
performance of its obi^adons under, the Indenture, any interest Rate S^^p Agreement, the Ol^et 
Transactions, the Of^etting Transactions, the Synthetic Secunties, any Investment Agreement, the 
Management Agreement, the Collateral Administration Agreement, the Administration Agreement, the 
Note Purchase Agreement, the Subscription Agreement and the Prefa^nce Share Pa^ng Agency 
Agreement, (c) the issuance and sate of the Notes artd Preference Shares, (d) the pledge of die 
Cotiatera! as security for its obligations in respect of the Notes and its obligations to the oUier Secured 
Parties, (e) ownership of the CO'Issuer and (0 other activities incidentai to the foregoing. The Issuer has 
no employees and no subsidiaries other than the Co-Issuer. The Co-tssuer wiif not undertake any 
business other than the issuance of the Notes. 

The issuer is not required by Cayman islands law, and the issuer does not Intend, to publish 
annual repc^ and aca)unt5. The Co-Issuer Is ncH required by Delaware law, and the Co-issuer does not 
Intend, to publish annual reports and acraunts. The Indenture, however, requires the Issuer to ^vide 
the Trustee, on an annual basis, with a certificate reviewing die activities of the issuer and the issuer's 
performance during the preceding year and stating that, to toe best of toe certifying officer's knowledge, 
the issuer has hjffilled ail of its obligations under the indenture or, if there has been a default, specifying 
such default, the nature and status thereof and any actions undertaken to remedy such default 
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THE COLLATERAL MANAGER 

The information appearing In this secUon pother than the information contained under the heading 
’General*} has been prepared by the Collateral Manager and has not been Independently vertned by the 
Issuers or the Initial Purchaser. Neither the Issuers nor the Initial Purchaser assumes any responsibility 
for the accuracy, completeness or applicability of such information. Accordingly, the Collateral Manager 
assumes sole responsibility for die accuracy, completeness or applicability of such information. 

Genera! 

Certain administrative and advisory functions with respect to the Collateral will be p^ormed by 
Uie Collateral Manager under the Management Agreement to be entered Into between the Issuer and die 
Cotfaterat Manager (the 'Management Agreement*). The Collateral Manager will, pursuant to the terms 
of the Manag^ent Agreement, select, monitor and preside die Issuer with certain information relating to, 
the portfolio of Underlying Assets, may act as the Auction Agent, d^ect the Disposition certain Undertying 
Assets, including any Credit Risk Asset, Credit Improved Asset, Defeulted Asset. Withholding Security or 
Equity Security, or ir^fruct the Trustee with respect to the purchase of Underlying Assets and investment 
in Eligible Investments as further set forth herein. 

Additionally, during the Reinvestment Period, die Collateral Manager is permitted to Dispose of 
any Underlying Asset that is Investment Grade other than an Equity Security. Credit Risk Asset, 
Defaulted Asset, Withholding Security or Credlt<improvad Asset; provided that, for any given calendar 
year, die aggregate principal balance of any such Und^lying Assets Disposed of does not exceed 20% of 
the aggregate principal balance of alt Underlying Assets. 

M acquisitions and Dispositions of Eligible investments and Underlying Assets, and all 
Dispositions of Equity Securities, by the Collateral Manager on behalf of die Issuer shall be conducted In 
compliance with all applicable taws. The Collateral Manager shall cause any acquisition or Disposition of 
any Underlying Asset or Eligible Investment, and the sale of any Equity Security, to be conducted on an 
arm’s-length basis or as provided in the indenture with respect to a redemption of the Notes and/or 
Preference Shares. 

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may 
acquire some or all of the Class E Notes on the Closing Date. In addition, the Management Agreement 
vwll provide that the Collateral Manager shall notify die Trustee or the Preference Share Paying Agent, as 
applicable, upon the sale or transfer by the Collateral Manager of any Preference Shares to a person that 
Is not an Affiliate of the Collateral Manager, and the Trustee shall deliver notice of such transfer to the 
holders of die Notes (to the extent such Notes remain outstanding). The Cc^lateral Manager and Its 
AffiSates may at times own Notes. At any given time, the Collateral Manager and its Aftiliates will not be 
entitled to vote the Collateral Manager Securities with resp^ to any assignment or termination of any of 
the express rights or obligations of the Collateral Manager under the Management Agreement or the 
Indenture (Includir^ the exercise of any rights to remenre the Collateral Manager or terminate the 
Management Agreement), or any amendment or other modification of the Management Agreement or die 
Indenture increasing the rights or decreasing the obligations of the Collateral Manager. However, at any 
given time the Collateral Manager and its Affiliates will be entitled to vote the Notes and Prefwence 
Shares held by them with respect to all other matters. See "Risk Factors— Certain Conflicts of Interest.’ 
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HBK investments L.P. 

HBK Investments L.P., a Delaware limited partnership (together with its affiliated subadvisors and 
the^ respective successors. will act as Collateral Manager to the issuer (in such capacity, die 

'Coliateral Manager*). Collateral management ser>4ces for the Issu^ will be performed by various 
affiliated subadvisors of HBK Investments L.P., which are under common control with HBK Investments 
L.P. The headquarters of HBK are located at 300 Crescent Court, Suite 700, Dallas, Texas 75201 . 

HBK was founded In 1991. HBK Is managed by thirteen managing directors and has offices in 
Dallas, New York, London, Hong Kong and Tokyo. HBK Is an investment management firm that, as of 
December 31 , 2006, had approximately SI 2 billion in capital under management. 

From time to time, HBK has responded to various requests for Information from governmental 
and regulatory bodies, including routine inspections and examinations, as well as enforcement inquiries 
and investigabons. HBK has provided Information to the SEC related to private investments in public 
^uity and similar b^nsactions and related trading activity. These transactions represent a small portion 
of HBKs overall business and are unrelated to its activities as Collateral Manager. HBK is listed, along 
with several other entities, in an SEC formal order of invesUgatbn related to these matters, and relevant 
personnel of HBK have given testimony. HBK believes the investigation is focused on insider trading 
issues related to trading before the public announcement of certeiin transactions and is one of many such 
investigations or inqubies directed toward numerous market participants, including brokerage firms, other 
intermediaries and investors. Based oh interactions to date with the SEC staff and toe limited scope of 
HBICs activities in tois area, HBK does not believe the investigation will result in a materiai effect on HBK 
or have any financial effect on the Issuer or any of the private Investment funds that HBK manages. 

Biographies 

Set forth below Is information regarding certain {Arsons who are currently employed by the 
Collateral Manager, although such persons may not necessarily continue to be so employed during the 
entire term of the Management Agreement and/or may not continue to perform services for toe Collateral 
Manager under the Management Agreement. 

Jamiel Akhtar. Manaolna Director 

Mr. Akhtar has been associated with HBK since 1993 and is a Managing Director of HBK. Mr. 
Akhtar is primarily responsible for HBK's developed markets fixed income arbitrage portfolio, which 
includes Investments in government and agency bonds, futures, Interest rate derivatives, and mortgage 
and asset-backed securities. He received an A.B. degree cum laude In Economics in 1993 from Harvard 
College. 

Kevin Jenks. Senior Portfolio Manager 

Mr. Jenks has been associated wth HBK since 2002 and is the firm’s senior portfolio manager for 
the ABS, MBS and CMBS sectors. From 2000 to 2002, Mr. Jenks was a senior portfolio manager at 
VanderbiK Capital Adviscxs. LLC specializing in the structured product fixed Income market with a focus 
on structured credit secxjrities. He was a senior member of a five person team responsible for managing 
over $6 billion in Institotionai fixed income portforios for clients. From 1997 to 2000, Mr. Jenks was a 
portfolio manager with Prime Ad^ors, where he was responsible for the trading, investment strategy and 
management of a $3 billion plus fixed income portfofio consisting of total return funds and insurance 
company portfolios, in addition, he was also the firm's sect^x manager for structured product securities. 
Prior to 1997, Mr. Jenks held various bading, analyst and portfolio management positions at Bank 
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Boston, The Boston Company Asset Management and Fidelity Investments. Mr. Jenks received a B.S. 
degree in Finance in 1992 h’om the University of Massachusetts. 

Jason Lowry. Assistant Trader/Analvst 

Mr. Lowry is an assistant ^der/analyst wiUi HBK. Jason oversees system analytics and 
surveillance. F^or to joining HBK Mr. Lowry was a quantitattve analyst with Freddie Mac In %ed income 
research. Mr. Lowry receive a B.S. degree in Physics from Carnegie Meibn In 2001 . 

Marco Lukesch 

Mr. Lukesch is an analyst with HBK. Marco's primary responsibilities include surveillance and 
collateral analysis on new trades and existing positions. Prior to joining HBK Mr. Lukesch was a 
consultant with Oilver, Wyman & Co, a strategy consulting firm devoted to the financtai services industry. 
Mr. Lukesch graduated magna cum laude from the University of Pennsylvania in 2001 receiving a B.S. 
from tee Wharton School and a B.A. from tee college. 

Kimberlee K. Rozman. Associate General Counsel 

Ms. Rozman has been associated with HBK since 1999 and is Associate General Counsel of 
HBK. Ms, Rozman is responsible for a range of HBICs legal matters. Prior to joining HBK Ms. Rozman 
was associated wth Jackson & Walker L.L.P. Ms. Rozman received a J.O. degree summa cum laude 
from Dickinson Law School In 1990. 

Gavla Utlev. Director of Operations 

Ms. Utley has been associated with HBK since 1996 and Is responsible for global trading 
qjerattons. Ms. Utley graduated from Texas A&M University in 1996 with a B.S. in Accounting. 

Qi Wano 

Ms. Wang has been associated with HBK since 199B and primarily responsible for the US fixed 
income arbitrage book. From 1996 to 1998, she worked on the US government sales desk at Lehman 
Brote^s. She graduated magna cum laude from Yale University in 1995 with degrees in molecular 
biophysics & biocteemistry and economics. 

Brett Onr. CFA 

Mr. Orr has been with HBK since 1997 and Is resprxisible for financing all of HBICs government, 
asset backed and mortgage backed securities. He graduated with honors in 1997 from ^ilene Christian. 
University wte a B.S. in Financial Management. 

Jim Wano 

Mr. Wang is a senior quantitative analyst with HBK. Jim’s primary responsibilities include 
develofwrg prepayment and default models to analyze mortgage pools. Priw to joining HBK, Mr. Wang 
was a quantitative analyst In ABS research at Citigroup. Mr. Wang graduated from Brandeis University 
with a Ph.D. in physics in 1998. 


167 


Confidential treatment Requested 


GEM7-00000614 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00477 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



474 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1226 


THE MANAGEME^fT AGREEMENT 

The fcrflowing summary describes certain provisions of the Management Agreement. The 
summary does not purport to be complete and is subject to, and qualified in its entirety by reference to, 
toe provisions of the Management Agreement. 

As compensation for the perfonmance of its obligations as Collateral Manager under toe 
Management Agreement, the Coitaterai Manager wlli receive a fee (the "Management Fee'), to toe 
extent of the funds available for such purpose in accordance with toe Priority of Payments. The 
Management Fee will accrue from toe Closing Date at a rate of 0.30% per annum on the Quarterly Asset 
Amount, payable in arrears on each Disbibution Date. In addition, if the Collateral Manager acts as 
Auction Agent, as compensaSon for toe performance of Its obligations as Auction Agent under the 
Management Agreement, toe Collateral Manager will receive fees (the "Auction Agent Fees’) as 
described in the suaieeding sentence, to toe extent of toe funds available for such purpose in accordance 
with the Priority of Payments. The Auction Agent Fee will be (a) U.S.$35,000 on the first Auction Date; 
(b) if the Auction Call Redemption is not successful on the First Auction Call Date, U.S.$25.000 on toe 
Distiibuticn Date immediately following the First Auction Cali Date; and (c) U.S.$15,0P0 on each Auction 
Date thereafter, if any. Any Management Fee or Auction ^ent Fee accrued prlcM- to the resignation w 
removal of the Collateral Manager will continue to be payable to toe Collateral Manager on the 
Distribution Date immediately following the effectiveness of sucto resignation or removal. 

To the extent not paid on any Distribution Date vitoen due. any accrued Management Fee or 
Auction Agent Fee v^ll be deferred and vwfl be payable on toe next subsequent Distribution Date on ^ich 
funds are available for toe payment thereof In accordance wito the Priority of Payments. Any unpaid 
Management Fee or Auction Agent Fee that is deferred due to toe operation of the Priority of Payments 
v^il not accrue Interest. 

The Collateral Manager will be responsible for its own ordinary expenses and costs incurred In 
the course of performing Its oUigations under the Management Agreement; proWded that the Collaterai 
Manager shall not be liable for the payment of any extraordinary expenses and costs or for the payment 
of expenses and costs of (a) legal advisers, accountants, consultants and other professionals retained by 
the Issuer or by the Collateral Manager on behalf of toe issuer in connection wito certain services to be 
provided by the Collateral Manager as specified in the Management Agreement and (b) reasonable travel 
expenses undertaken in connection with effecting or directing Disposition of Underlying Assets and 
Eligible Investments, negotiating with issuers of Undwlying Assets as to proposed modifications or 
waivers, taking action or advising toe Trustee with respect to the Issuer's exercise of any rights or 
remedies in connecton with toe Underlying Assets arto Eligible Investments, IrKluding in connection wito 
an offer or default, participating In committees or other groups formed by creditors of an issuer of 
Underlying Assets. Such expenses will be paid by toe Issuer. 

Itoe Collateral Manager will not be liable to the Issuers, toe Trustee, the Noteholders, any Interest 
Rate Swap Counterparty or any of their respective affiliates, partners, shareholders, officers, directors, 
employees, consultants, agento, accountants and attorneys for any losses, damages, claims, liabilities, 
costs or expenses (including attorney's fees and expenses) incurred as a result of toe actions taken or 
omitted or recommended by w on behalf of toe Collateral Manager under the Management Agreement or 
the Indenture, except by reason of acts constituting bad faith, willful misconduct, gross negligence or 
reckless disregard of its duties and obligations thereunder. 11)6 Collateral Manager and its Affiliates and 
each of their respective partoers, shareholders, members, officers, directors, managers, employees, 
consultants, agents, accountants and attorneys will be entitled to indemnification by the Issuer under 
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certain circumstances (as specified in the Management ^reement), v^ich wfli be paid in accordance 
vnth ttie Priority of Payments. 

The Cdfaterai Manager may not assign its rights of responsibilities under the Management 
Agreement without the consent of the issuer and the holders of a majority in aggregate principal amount 
of Notes of the Controlling Class and upon satisfaction of the Rating Condition, except that pursuant to 
the Management Agreement the Collateral Manager may assign all of Its rights and responsibHtties 
tiiereunder (without thereby being relieved of any of Ws duties or obligations) to an AfTiliate without the 
consent of the Issuer, the Trustee but, so long as any Class A*1 Notes remain outstanding, subject to the 
consent of tite Controing Class. In addition, the Collateral Manager may, pursuant to the Management 
Agreement, enter into anangements pursuant to which its Affiliates or third parties may perfonn certain 
services on behati of tiie Coltat^l Manager, but such arrangements shall not relieve the Collateral 
Manager from any of its duties or obligations thereunder. 

The Collateral Manager may resign upon 60 days* prior written notice to the Issuer and the 
Trustee, provided that (a) no such resignation shall be effective unless a Replacement Manager is 
appointed as described below and (b) the Coilaterai Manager shall have the right to resign Immediately if, 
due to a change in applicable law or regulation, the performance by the Collateral Manager of its duties 
under the indenture or the Management Agreement would be a violation of such law or regulation. 

The Management Agreement provides that the Collateral Manager may at any time be removed 
for "cause" (as defined In the Management Agreement) upon 15 Business Days' prior vmtten notice by 
the Issuer, which will effect such removal at the direction of holders of at least ^ 2/3% In aggregate 
outstanding prindpal amount of the holders of the Controlling Class (voting as a separate class) and the 
holders of at least 68 2/3% of Preference Shares. In determining whether a specified percentage of 
holders Notes or Preference Shares has directed any such removal as described above or given any 
objection to a successor Collateral Manager as described below, Coilaterai Manager Securities will be 
excluded. 

For puiposes of the Management Agreement, "cause* means any of the following events: 

(a) the Collateral Manager willfully breaches, or takes any action that It knows violates, any 
provision of the Management Agreement or any term of the indenture applicabte to it or 
causes an Event of Default und^ the Indenture (not Including a willful breach or knovring 
violation that results from a good faith dispute on alternative courses of action or 
inteiprelation of instructions); 

(b) the Collateral Manager breaches in any material respect any provision, including a 
representation or warranty, of the Management Agreement or any terms of the Indenture 
applicabte to it and fails to cure such breadi within 30 days after written notice of such 
failure is received by the Collateral Manager unless, if such failure is remediable, the 
Collateral Manager has taken action that the Collateral Manager In good faith believes 
will remedy, and that does In fact remedy, such failure within 90 days after written notice 
of such failure Is received by tee Collateral Manager; 

(c) the Collateral Manager (i) ceases to be able to, or admits in writing its inability to, pay its 
debts when and as they become due, (ii) files, or consents by answer or oteerwise to the 
filing against it of, a petition for relief or reorganization or arrangement or any other 
petition in bankruptcy, fn^ liquidation or takes advantage of any bankruptcy, insotvency, 
reorganization, moratorium or other similar law of any jurisdiction, (iil) makes an 
assignment for the benefit of Its creditors, (iv) consents to the appointment of a custodian, 
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receiver, trustee or other officer vMth simitar powers vmth respect to it or with respect to 
any substantial part of its property or (v) is adjudicated as insolvent or is to be liquidated; 

{d) the Class A-1 OC Ratio falls below 100%; 

(e) the occurrence of an act by ffie CoKaterai Manager that c^nstihrtes fraud or criminal 
activity In the performance of its obligations und^ the Management Agreement; or 

(f) the indictment of the Collateral Manager or any of the Collateral Manager's senior 
portfolio management staff who have direct supervisory responsibility for the 
management of ffie Collateral, and who continue to have invofvement with the Collateral 
Manager's performance under the Management Agreement for a period of 30 days 
following such indictment for a criminal felony offense materially related to the Collateral 
Manager's investment advlsr^y business relating to collateralized debt obligation 
transactions. 

No removal, termination or resignation of the Cdialeral Manager or termination of the 
Management Agreement shall be effective unless (a) a successor Collateral Manager (the 'Replacement 
Manager") has agreed in writing to assume all of the Collateral Manager's duties and obligations, 
including its duties and responsibilities as the Auction Agent, (b) the Replacement Manager is not 
objected to by holders of at least 66 2/3% in aggregate outstanding principal amount of any Class of 
Notes or the holders of at (east 66 2/3% of the Preference Shares (excluding from such vote any 
Cdlateral Manager Securities) within 30 days after notice and (c) the Rating Condition has been satisfied 
with respect to the appointment of the Replacement Manager; provided, however, that at any time when 
an Event of Default shall have occurred and be continuing under the Indenture and the Collateral 
Manager shall have resigned or been removed under the c^umstances set forth above, the holders of a 
Majority of the Notes of the Controlling Class may appoint a successor Collateral Manager (if the Rating 
Condition has been satisfied with respect to the appointment of the Replacement Manager). 

In addition, no removal or resignation of the Collateral Manager while any Note or Preference 
Share is outstanding will be effective until the appointment by the Issuer of a Replacement Manager that 
Is an established institution which (a) is legally qualified and has the capacity to act as Collateral Manager 
under ffie Management Agreement as successor to the CoKaterai Manager in the assumption of all of the 
responsibilities, duties and obligations of the Collateral Manager under the Management Agreement and 
under the applicable terms of the Indenture, including its duties and responsibilities as the Auction Agent, 
and (b) will no! cause the issuer or the pool of Collateral to become required to register as an investment 
company under the provisions of the Investment Company Act The Indenture provides that If holders of 
at least 66 2/3% In aggregate outstanding prirKipat amount of any Class of Notes or the holders of at 
least 66 2/3% of the Preference Shares (excluding from such votes the Collateral Manager Securities if 
the proposed Replacement Manager Is an Affiliate of the Collateral Manager) object to a proposed 
Replacement Manager wthin 30 days after such notice (the 'First Period'), the Trustee shall notify tiie 
holders of the Notes and Preference Shares that such ReiiHacement Manager has been rejected. Such 
notice shall state that a Major1ty-In-)nteresl of Preference Shareholders may nominate a successor 
Collata^l Manager within 60 days after the termination of ttie First Period (the 'Second Period') and 
specify a date (not more than 20 days after the end of the First Period), time and place for a meeting 
(which meeting may be held telephonically) at which (he Preference Shareholders may nominate (if 
necessary, by a majority vote of the Preference Shareholders present at such meeting) not more than two 
proposed successor Collateral Managers (which proposed successor Collateral Managers shaft meet the 
requirements of a Rei^acement Manager specified in the Management Agreement). The Trustee shall 
notify each Preference Shareholder and Noteholder of ffie successor Collateral Managers proposed at 
such meeting and request that each Preference Sharehcrfder and Noteholder, by notice given to the 
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Trustee not later than 20 days after such meeting, select a successor Collateral Manager (if there are two 
proposed successor Coilatera! Managers) or approve such proposed Ck}llateral Manage- (If only one 
successor Collateral Manager is proposed). If such a successor Collateral Manager is objected to by a 
Majofity-in-Interest of Preference Shareholders or by die Holders of 66 2/3% in aggregate principal 
amount of any Class of Notes, the Trustee shall notify each Holder of a Preference Share of die failure to 
appoint a success<»' Coliateral Manager and specify a date (prior to the end of the Second Period), time 
and place for a meeting (which meeting may be held telephonicaliy) at M^ich a Majority'ln-interest of the 
Preference Shareholders present (so tong as holders of at least 66 2/3% of the Preference Shares are 
represented at such meeting) may appoint a successor Cdlatera) Manager. The Collateral Manager 
Securities shall be excluded from the determination of whetiier 66 2/3% in aggregate principal amount of 
any Class of Notes or a MaJoilty-in-Interest of Preference Shareholders for appointing or approving (or 
objecting to) a successor Collateral Manager has been obtained, except that for purposes of appointing or 
approvir^ a successor Collateral Manager that te not an Affiliate of the Collateral Manage, the Notes and 
Preference Shares whi<^ are Collateral Manager Securities shall be included in determining whether the 
Noteholders and Preference Shareholders have selected or approved (or objected to) such sucx^essor 
Collateral Manager. In the event that a successor to the Collateral Manager is not appointed within 90 
days after its resignation or removal, the Issuer or the Coliateral Manager may petition a court to appoint 
a successor, without obtaining the approval of the Holders of the Notes and the Preference Shares. 

Pursuant to the Indenture, the Trustee Is entitled to exercise the rights and remedies of the Issuer 
under the Management Agreement (a) upon the occurrence of an Event of Default until such time, ft any, 
as suc^ Event of Default is cured or waived, (b) upon the termination of the Collateral Manager in 
accordance with the Management Agreement or (c) upon a material default in the performance, or 
breach, of any covenant, representabon, warranty or other agreement of the issuer under the Indenture or 
in any certificate or writing delivered pursuant thereto or made in connection therewith which proves to be 
incorrect in any material respect v^en made if (1) holders of at least 50% in aggregate outstanding 
principal amount of the Notes of any Class. Preference Shareholders whose aggregate Voting 
Percentages are at least 50% of all Preference SharehoWers’ Voting Percentages or any Interest Rate 
Swap Counterparty gives notice of such default or breach to the Trustee and the Coliateral Manager or (II) 
the Collateral Manager, Issuer or Co-Issuer has actual knowledge of such default or breach, and in either 
case, such default or breach (if remediable) continues for a period of 30 days. 

In certain circumstances, the interests of the Issuer and/cw the holders of the Notes with respect 
to matters as to which the Collateral Manager Is advising the Issuer may conflict with toe Interests of the 
Coltaterai Manager and its Affiliates. See "Risk Factors— Certain Conflicts of Interest.* 
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DEUTSCHE BANK AKTIENGESELLSCHAFT 
incorporation, Registered Office and Objectives 

Deutsche Bank Aktiengesellschaft ('Deutsche Bank” or the 'Bank*) originated from the reunification of 
Norddeutsche Bank Aktiengeseil^aft. Hamburg. Rhelnisch-Westfalische Bank Akyengesetlschaft, 
Duesseldorf and SQddeutsche Bank Akhengesellschaft. Munich; pursuant to the Law on the Regional 
Scope of Credit institutions, these had been disincorporated in 1952 from Deutsche Bank which was 
founded in 1870. The merger and the name were entered in (he Commercial Register of the Oistnct Court 
Frankfrjrt am Main on 2 May 1957. Deutsche Bank is a banking institution and a stock adoration 
incorporated under the laws of Germany under registration number HRB 30 000. The Bank has its 
registered office in Frankfuit am Main, Germany, it malntaii^ its head office at Taunusaniage 12. 60325 
Franktert am Main and branch offices in Germany and abroad including In London, New Ycwk, Sidney, 
Tokyo and an Asia-Pacific Head Office in Singapore which serve as hubs for its operations in the 
respective regions. 

Deuts<^e Bank is the parent company of a group consisting of banks, capital market companies, fund 
management ccwnpanies, a real-estate finance company, instalment financing companies, research and 
consultancy companies and other domestic and foreign cwnpanies (the "Deutsche Bank Group"). 

The objects of Deutsche Bank, as laid down in its Articles of Association, include the transaction of all 
kinds of banking business, the provision of financial and other services and the promotion of intemationai 
economic relations. The Bank may realise these objectives itself or through subsidiaries and affiliated 
companies. To the extent permitted by law, the Bank is entitled to transact ali business and to take all 
steps which apf^ar likely to promote tee objectives of tee Bank, in particular: to acquire and dispose of 
real estate, to establish branches at home and abroad, to acquire, administer and dispose of 
participations In qteer enterprises, and to conclude company-transfer agreements. 

Deutsche Bank AG, London Branch 

"Deutsche Bank AG London" is the London branch of Deutsche Bank AG. On 12 January 1973, Deutsche 
Bank AG filed in tee United Kingdom tee documents required pursuant to section 407 of the Companies 
Act 1946 to establish a place of business ^tein Great Britain. On 14 January 1993, Deutsche Bank 
registered under Schedule 21A to the Companies Act 1865 as having established a branch (Registration 
No. 6R000005) in England and Wales. Deutsche Bank AG London is an authorized person for tee 
purposes of s^on 19 of tee Financial Services and Markets Act 2000. In the United Kingdom, it 
conducts wholesale banking business and through its Private Wealth Management division, it provides 
holistic wealth management advice and integrated frnancial solutions for wealthy indivkJuats, their families 
and selected institutions. 

Share Capital 

As of 30 September 2006, Deutsche Bank's issued share capital amounted to Euro 1,334,735,508.46 
consisting of 521,381.058 ordinary shares vnthout par value. The shares are fully paid up and in 
registered form. The shares are listed for trading and offidal quotation on all the German Stock 
Exchanges. They are also listed on tee New York Stock Exchange. The Management Board has decided 
to pursue delisting on certain steck exchanges other than Germany and New York in order to benefit from 
(he integration of financial markets, in respect of tee slock exchanges Amsterdam, Brussels, London, 
Luxembourg, Paris, Vienna, Zurich and Tokyo, this decision has completely been implemented. 
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Capitafisation and Indebtedness of Deutsche Bank Group 


As of 30 September 2006, Deutsche Bank Group's capitalisabon and indebtedness (unaudited) on Uie 
basis of United States Generally Accepted Accountirg Principles ("U.S. GAW*") was as foHows: 



As of 


30 September 
2006 


(in Euro million) 

Noninterest-bearinq deposits 

26,992 

Interest-bearinq deposits 

348.703- 

Total deEKJsits 

375,695 

Bonds and other fixed-income securities 

92.042 

Equity shares and other variable-vield securities 

45.048 

Neqative market values from derivative financial instruments 

93,786 

Total tradinq (iabifities 

230,876 

Central bank funds purchased and securities sold under repurchase agreements 

192.739 

Securities loaned 

12.676 

Other short-lerm borrowinas 

29,485 

Other liabilities 

93.631 

Lona-twm debt 

126.7B8 

Obliqation to purchase common shares 

3.406 

Total liabilities 

1,065,496 



Common shares, no par value, nominal value of Euro 2.S6 

Issued; Seo 30. 2006: 521.4 million shares: Dec 31. 2005; 554.5 milibn shares 

1,335 

Additional paid-in capital 

14,009 

Retitined earninqs 

23.233 

Common shares in treasury, at cost 


Sep 30. 2006: 24.5 million shares: Dec 31 . 2005: 49.0 million shares 

(2.205) 

Equity classified as obligation lo purchase common shares 

(3,406) 

Accumulated other comprehensive income (loss) 


Deferred tax on unrealized net gains on securities available for 
sate relating to 1999 and 2000 tax rate changes in Germany 

(2.165) 

Unrealized net gains on securities available for sale, net of 
applicable tax and other 

2,169 

Unrealized net gains (losses) on derivatives hedging variability 
of cash flows, net of tax 

(38) 

Minimum pension liability, net of tax 

(B) 

Foreign currency translafion. net of tax 

(1.874) 

Totei accumulated other comprehensive loss 

(1,916) 

Total shareholders' equity 

31.050 

Total ilabillties and shareholders' equity 

1.096,546 


There has been no material change In Deutsche Bank Group’s ca;^alisatlon and indebtedness since 30 
September 2006. 
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Management 

(n aoi^rtiance with German law, Deutsche Bank has both a Supervisory Board (Aufsichtsrat) and a 
Management Board (Vorstend). These Boards are separate; no individual may be a member of both. 

Sup^^sory Board appoints ttte members of the Management Board and supervises the activities of 
this Board. The Managem^t Board represents Deutsche Bank and is responsible for its management of 
its affairs. 

The Management Board consists of 

Dr. Josef Ackermann Chairman of the Management Board (Chief 

Executive Officer) 

Dr. Hugo Banziger Chief Risk Officer (CRO) 

Anthony Di icxio Chief Financial Officer (CFO) 

Or, Tessen von Heydebreck Chief Administrative Officer (CAO) 

Hermann-Josef Lamberti Chief Operating Officer (COO) 


The Supervisory Board consiste of the following 20 memb«s: 

Dr. Clemens Boersig Chairman 

Frankfurt am Main 

Heldrun Fdrster' Deputy Chairperson 

Oeuts^ Bank Privat- und GeschSftskunden 

AG 

Berlin 


Or. Kari-Gerhard Eick 

Ulrich Hartmann 

Gerd Her 2 i>erg* 

Sabine Horn* 

Rolf Hunck* 

Sir Pel^ Job 

Prof. Dr. Henning Kagermann 


Deputy Chairman of the Board of Managing 
Directors of Deutsche Telekom AG 
Cologne 

Chairman of the Supervisory Board of E.ON 
AG 

Dussekforf 

Vice President of ver.dl Vereinte 

Oienstleistungsgewerkschaft 

Berlin 

Deutsche Bank AG 
Frarridurt am Main 

Deutsche Bank AG 
Hamburg 

London 

Chainnan and CEO of SAP AG 
Walldorf/Baden 
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Ulrich Kaufmann* 

Peter Kazmierczak* 

Maurice Ldvy 

Henriette Mark* 

Dr.jur. Dr.-Ing. E.h. Heinrich.von Pierer 

Gabriele Platscher* 

Karin Ruck* 

Prof. Dr. Theo Slegert 


Deutsche Bank AG 
OUsseldorl 

Deutsche Bank AG 
Essen 

Chairman and Chief Executive Officer, 
Publicis Groupe S.A. 

Paris 


Chairman of the Supervisory Board of 

Siemens AG 

Erlangen 

Deutsche Bank Prrvat- und Geschaftskunden 
AG 

Braunschweig 

Deutsche Bank AG 
Bad Soden am Taunus 

Managing Director of the Haen Carstanjen & 
Sohne DussekJorf 


Deutsche Bank AG 
Munich 


Titman Todenhofer Managing Partner of Robert Bosch 

Industrtetreuhand KG 
Stuttgart 

Olpl'lrtg. Qr.-lng. E.h. JOrgen Weber Chairman of the Supervisory Board of 

Deutsche Lufthansa AG 
Hamburg 

Leo Wunderiich* Deutsche Bank AG 

Mannheim 


* Elected by the staff in Germany. 

The members of the Management Board accept membership on the Supervisory Boards of other 
corporations vrfffiln the limits prescribed by taw. 

The business address of each member of the Management Board and of the Sup^isory Board of 
Deutsche Bank is Taunusanlage 12, 60325 Frankfurt am Main. Germany. 

Rnanclal Year 

The financial year of Deutsche Bank is the calendar year. 

Auditors 

The independent auditors of Deutsche Bank are KPMG Deutsche Treuhand-Gesell^aft 
^iengesetlschaft WirtschaftsprOfungsgesellschaft ('KPMG*}, Marie-Curie-Strasse 30, 6043S Frankfurt 
am Main, Germany. KPMG audited Deuteche Bank's non-consoiidated financial statements for the years 
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ended 31 Decemb^- 2)03, 2004 and 2005, which wwe prepared in accwdance with the German 
Commercial Code ("HGB*). In accordance v^h § 292a H6B HGB in the version effective until 9 
December 2004 in ojnnection with Article 2 of the Accounting Law Reform Act (Bilanzrechtsreformgesetz 
-BilReG) and Artide 57 of the Introductory Act for the German Commercial Code (EGHGB), the 
consoridated fmanclat statements for the years ended 31 December 2003, 2004 and 2005 were prepared 
in accordance v^th United States Gena^liy Accepted Accounting Principles (*U.S. GAM’”) and audited 
by KFMG. in each case an unqualified aiKiitor's certtficate has been provided. 

Litigation 

Other than set out herein Deutsche Bank is not, or during tiie last two financial years has not been 
involved (whether as defendant or otherwise) in, nor does it have knowledge of any threat of any tegai, 
arbitration, administrative or otiier proceedings the result of which may have, in the event of an adverse 
determination, a significant effect on its financial condition presented in this offering document. 

!PO Allocation UtigaGon 

Deut^he Bank Securities Inc. (*DBSt*), our U.S. broker-dealer subsidiary and ite predecesscM' firms, 
along with numerous otiier securities firms, have been named as defendants in over 80 putative dass 
action lawsuits pending In the United States District Court for the Southern District of New York. These 
lawsuits allege vioiations of securities and antitrust laws in connection with the allocation of shares in a 
large number of Initial public offerings C'lPOs”) by issuers, officers and directors of issuers, and 
underwriters of those securities. OBSI is named in these suits as an underwriter. The securities cases 
allege material misstatements and omissions in registration statements and prospectuses for the IPOs 
and market manipulation vwth respect to aftermarket trading in tiie iPO securities. Among the allegations 
are that the underwriters tied the receipt of allocations of IPO shares to required aftermarket purchases 
by customers and to the payment of undisclosed compensation to the underwriters In the form of 
commissions on securities trades, and that the underwriters caused misleading analyst reports to be 
issued. The antitrust claims allege an illegat conspiracy to affect the stock price based on similar 
allegations that the underwriters required aftermarket purchases and undisclosed commisstons in 
exchange for allocation of IPO stocks. In tiie securities cases, the motions to dismiss the complaints of 
DBS) and others were denied on February 13, 2003. Plaintiffs’ motion to certify six 'test* cases as class 
actions In the securities cases was granted on October 13, 2004. On December 5, 2006 the Court of 
Appeals for the Second Circuit vacated the decision and held that the six cases could not be certified as 
class actions. In the putative antitrust class action, the defendants' motion to dismiss the complaint was 
granted on November 3, 2003. On September 28. 2005, the Court of Appeals for the Second Circuit 
vacated the ruling and remanded the case to the lower court for consideration of alternate grounds for 
dismissal. On December 7, 2006, the U.S. Supreme Court agreed to hear defendants' appeal of the 
Second Circuit ruling. 

Enmn Litigation 

Deutsche Bank AG and certain of Its aftiliates are collectively Involved in a number of lawsuits arising out 
of tiieir banking relattonship with Enron Corp., its subsidiaries and certain Enron-related entities 
('Enron*). These lawsuits include a class action thought on behalf of shareholders of Enron, captioned 
Newby v. Enron Corp. which purported to allege claims against, among others, Deutsche Bank AG and 
certain of ite afRiiates under federal securities taws. On June 5, 2006, the Court dismissed al! of the 
claims In the Newby action against Deutsche Bank AG and its afTiliates. On June 21, 2006, Lead Plaintiff 
in Newby filed a motion requesting the Court to reconsider tiie dismissal of Deutsche Bank AG and its 
affiliates from Newby. On February 8, 2007, the Court denied Lead Plaintiffs motion for reconsideration. 

Also, an adversary proceeding has been brought by Enron in the bankruptcy court against, among others, 
Deutsche Bank AG and certain of its affiliates. In this proceeding. Enron seeks damages from the 
Deutsche Bank entitles under various common law theories, seeks to avoid certain trensfers to the 
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Deutsche Bank entitles as preferential or fraudulent, and seeks to subordinate certain of the claims made 
by the Deutsche Bank entities in the Enron bankruptcy. 

in addition to Newby and the adversary proceeding described above, there are individual acUons brought 
in van’ous courts by Enron Investors and creditors alleging federal and state law claims against Deutsche 
Bank AG and certain of its affiliates. 

WoridCom UVgaVon 

Deutsche Bank AG and DBSl vrere defendants in more ttian 40 actions filed in federal and state courts 
arising out of alleged material misstatements and omissions in ttie financial statements of WorldCom inc. 
06SI was a member of the syndicate that underwrote Wr^tdCom’s May 2000 and May 2001 bond 
offerings, which are among the bond offerings at issue in the actions. Deutsche Bank AG, London branch 
was a memb^ of the syndicate friat underwrote the sterling and euro tranches of the May 2001 bond 
offering. PiainUffs w^ alleged purchasers of these and other WorldCom debt securities. The defendants 
in the various actions included certain WorldCom dirocfrM^ and officers, WortdCom's auditor- and 
members of frie underwriting syndicates for the debt offerings. Plaintiffs alleged that the offering 
documents contained material misstatements and/or omissions regarding WorldCom's financial condition. 
The daims against DBSl and Deutsche Bank AG were made under federal and state statutes (including 
securities laws), and under various common law docfrines. The largest of Uie actions aga»«t Deuteche 
Bank AG and DBS! was a class action litigation in the U.S. District Court in the Southern District of New 
York, in v^ich the dass plaintiffs are the holders of a significant majority of the bonds at issue. On March 
10, 2005, Deutsche Bank AG and DBSl reached a settiement agreement, subject to court ai^oval. 
resolving the class action claims asserted against them, for a payment of approximately U.S.$325 million. 
The settiement of tiie class action claims did not resolve the Individual actions brought by investee who 
chose to opt out of the federal class action. The flnandai effects of the class action settlement are 
reflected in our 2004 consolidated financial statements. All of the individual actions have been resolved. 

Tax-Related Products 

Deutsche Bank AG, along wfth certain affiliates, and current and former employees (collectively referred 
to as ’Deutsche Bank"), have collectively been named as defendants In a number of legal proceedings 
brought by customers In various tax-^^riented transactions. Deutsche Bank provided financial products 
and services to these customers, who were advised by various accounting, legal and financial advisory 
professionals. The customers claimed tax benefits as a result of these transactions, and the United States 
Internal Revenue Service has rejected those claims. In these legal proceedings, the customers allege 
that, together with Deutsche Bank, the professional advisors improperly misled the customers into 
believing that the claimed lax benefits would be upheld by the Internal Revenue Service. The tegai 
^oce^ings are pending in numerous state and federal courts and in arbitration, and claims against 
Deutsche Bank are alleged under both U.S. state and federal law. Many of the claims against Deutsche 
Bank are asserted by individual customers, while others are asserted on behalf of a putative customer 
class. No litigation class has been certified as against Deutsche Bank. /^:>proximatety 54 legal 
proceedings hai^ been resolved and dismissed with prejudice as against Deutsche Bank. Approximately 
30 other legal proceedings remain pending as against Deutsche Bank and are currently at various pre- 
trial stages. Including discovery. 

The United States Department of Justice (’DOJ*) is also conducting a criminal Investigation of tax- 
oriented transactions that were executed from approximately 1997 through 2001. In connection with that 
investigation, OOJ has sought various documents and otoer Information from Deutsche Bank and has 
been investigating toe actions of various individuals and entities, including Deutsche Bank, in such 
transactions, in the tatter half of 2005, DOJ brought criminal charges against numerous individuals based 
on their participation in certain tax-oriented transactions white employed by entities other than Deutsche 
Bank. In the latter half of 2005, DOJ also entered into a Deferred Prosecution Agreement with an 
accounting firm (the "Accounting Firm”), pursuant to wtoich OOJ agreed to defer prosecution of a 
olminai charge against the Accounting Firm based on its participation in certain tax-oriented transactions 


177 


Confidential Treatment Requested 


GEM7-00000624 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00487 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



484 


Footnote Exhibits - Page 1236 


provided that the ^xxjunting Firm satisfied the terms of the Defetred Prosecution Agreement On 
February 14. 2006, DOJ announced that H had entered Into a Deferred Prosecution Agreement with a 
finandai instihition (fire "Ftnanciai Institution”), pursuant to w4tich DOJ agreed to defer prosecution of a 
criminai charge against Oie Financial Institution based on its role in providing financial products and 
services in connection with certain tax-oriented transactions provided that the Rnancial institutkm 
satisfied the terms of the Deferred Fh-osecution Agreement Deuteche Bank provided similar financial 
products and service in certain tax-oriented transactions firat are the same or similar U> Uie tax (»iented 
transactions that are the subject of the above-referenced crknir^l charges. Deutsche Bank ateo provided 
financial products and services in addittonal tax-oriented transactions as well. DOJ’s criminal investigation 
is on-going. 

In the Matter ofKPMG LLP Certain Auditor Independence Issues 

On November 20, 2003, the SEC requested Deutsche Bank to produce certain documents in connection 
wifi) an ongoing investigation of certain auditor Indeperrdence Issues relating to LIP. Deutsche 
Bank is cooperating with the SEC in its inquiry. KPMG Deutsche Treuhand-Geselischafl 
Aktiengesellschaft Wirtsc^flsprQfungsgeselischaft DTG”), a KPMG LLP affiliate, is Deutsche 

Bank's auditor. Aspects of fills Investigation appear to involve c^in tax-oriented transactions among 
those at issue in the tax-reiated litigation described above, where Deutsche Bank provided financial 
products and services and a KPMG LLP affiliate advised the investors. During ait relevant periods, 
including the present, KPMG DTG has confirmed to Deutsche Bank that KPMG DTG was and is 
'independent' from Deutsche Bank under applicable accounting and SEC regulations. 

Krch Litigation 

in May 2002, Or. Leo Kirch personaliy and as an assignee initiated legal action against Dr Breuer and 
Deutsche Bank AG alleging fiiat a statement made by Or. Breuer (then the Spokesman of Deutsche 
Bank's Management Board) in an interview with Bloomberg television on February 4. 2002 regarding the 
KNch' Group was in tveach of laws and financially damaging to Kirch. On January 24, 2006 the German 
Federal Supreme Court sustained the action for the declaratory Judgment only In respect of the claims 
assigned by the PrintBeteiligungs GmbH. Such action does not require a proof of any loss caused by the 
statement made in the interview. PrintBeteiligungs GmbH is fire only company of the Kirch Group which 
was a borrower of Deutsche Bank. Claims by Kirch personalty and by the group holding company, 
TaurusHoldIng GmbH & Co. KG. were dismissed. To be awarded a Judgment for damages against 
Deutsche Bank AG, Dr. Kirch would have to file a new lawsuit; in such proceedings he would have to 
prove that the statement caused financial damages to Prin^eteillgungs GmbH and the amount thereof. 
Deutsche Bank received a letter claiming damage In the amount of Euro 1.4 billion plus interest. In this 
tetter the causality in respect of basis and scope of damage was not substantiated. 

in ^3 Or. Kirch instituted legal action in the Supreme Court of the Slate of New York in which he seeks 
the award of (rompensatory and punitNe damages based upon Dr. Breueris interview. Upon introduction 
of additional plaintiffs and defendants and refemal to the U.S. District Court for the Southern District of 
New York, the case was dismissed on September 24. 2004. The plaintiffs appealed this, detision. On 
June 5. 2005, the U.S. Court of Appeals for the Second Circuit parity confirmed the dismissal of the 
claims and otiierwise remanded the case to the court of first instance to decide for the remaining claims 
the issues of forum non conveniens or res judicata. Thereafter the U.S. District Court for the Southern 
District of New York dismissed the case on the basis of forum non conveniens. The dismissal has 
become res judicata. 

On December 31 , 2005 the KGL Pool GmbH filed a lawsi^ against Deutsche Bank and Dr. Breuer. The 
lawsuit is based on alleged claims assigned from various subsidiaries of the former IQrch Group. The KGL 
Pool GmbH is also a piaintift In the above mentioned case in die USA and seeks a declaratory judgment 
to the effect that Deutsdie Bank AG and Dr. Breuer are jointly and severally liable for damages as a 
result of file interview statement and the behaviour of Deutsr^e Bank in respect of several subsidiaries of 
the Kirch Group. Deuteche Bank received a letter claiming damage in the amount of Euro 2 billion plus 
interest, in this letter the causality in respect of basis and 5<»pe of damage was not substantiated. 
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PNlipp Holzmann AG 

Philipp Holzmann AG ('Hotonann') is a major German construction firm which filed for insolvency in 
March 2002. Deutsche Bank had been a major creditor bank and holder of an equity interest of Hol 2 mann 
for many decades, and, from April 1997 until April 2000, a former mranber of Deuteche Bank AG's 
Management Board was the Chairman of its Supervisory Board. When Holzmann had become insolvent 
at the end of 1999, a consortium of banks led by Deutsche Bank participated in late 1999 and early 2000 
in a resfaucturing of Holzmann that included the banks' extension of a credit facility, parbcipation in a 
capital increase and exchange of debt Into convertible bonds. The restnicturing package amounted to 
about Euro 1.6 billion in which Deutsche Bank participated with Euro 647 mIHlon. in March 2002, 
Hol^ann and several of Its subsidiaries, including in particuiar imbau Industrielles Bauen GmbH 
Cimbau*), filed for Insolvency. As a result of this insolvency, the administrators for Holzmann and for 
imbau and a group of bondholders have Informed Deuts^e Bank U)ey are asserting claims against it 
because of its role as lender to the Holzmann group prior to and after the restructuring and as leader of 
ttie consortium of banks which supported the restruchJring. The purported claims indude claims Uiat 
amounts repaid to the banks constituted voidable preferences that should be returned to the insolNrcnt 
entities and claims of fender tiabllity resulting from the banks' support for an allegedly infeasible 
restructuring. /Mthough Deutsche Bank is in ongoing discussions, several parties filed lawsuits against it. 

The administrator for Imbau filed a lawsuit against Deutsdie Bank in August 2004 alleging that payments 
(including interest) of Euro 77 million, received by Deutsche Bank in respect of a loan extended to imbau 
until 1998 and in connection witti a real estate transaction mat was part of the restructuring constituted 
voidable preferences that should be returned to the insolvent entity. Several bondholders filed a lawsuit 
against Deutsche Bank in December 2005 seeking damages of Euro 53 million because of Its allegedly 
unlawful support of Hoizmann's 1999/2000 restructuring. Additionally, Gebema N.V. filed a lawsuit In 
2000 seeking rampensation for alleged damages of Euro 167 million against Deutsche Bank alleging 
deficlendes in the offering documents based on which Gebema N.V. had invested in equity and 
convertible bonds of Holzmann in 1996. 

Parmalat Utigalion 

Following the bankruptcy of the Italian company Parmalal. the Special Administrator of Parmalat, Mr. 
Enrico Bondi, is suing Deutsche Bank for damages totaling Euro 2.2 billion for facilitating the insolvency 
offense of delaying the filing of a petition in insolvency allegedly committed by Parmalat’s fornier 
management and supervisory board. There are two separate complaints and they allege that by 
managing and/or underwriting the issuance of Parmalat bonds in 2003 and entering into certain derivative 
transactions, Deutsche Bank agisted Parmalat by providing liquidity in order to enable Parmalat to me^ 
its short term liabilities/obligations, it Is alleged Uiat Deutsche Bank knowingly helped Parmalal to 
continue its business for several months until December 2003, despite being aware of the true financial 
situation of the company. Parmalat reserves the right to increase the amount of damages sought. The 
damages currently requested are, it is claimed, equal to tiie loss creditors of Parmalat incurred in the 
second half of 2003. 

Also In connection with the Parmalat insolvency. Mr. Bondi has already brought two claw*back actions for 
a total of Euro 177 million against Deutsche Bank SpA. 

General 

Due to the nature of Its business, Deutsche Bank and its subskfiaries are Involved in litigation, arbitration 
and regulatory proceedings in Germany and In a number of Jurisdictions outside Germany, including the 
United States, arising in the ordinary course of its businesses, in accordance with applicable accounting 
requirements, Deutsche Bank Group ^vides for potential losses that may arise out of contingencies, 
including contingencies in respect of such matters, when the potential losses are probable and estimable. 
Contingencies in respect of legal matters are subject to many uncertainties and the outcome of individual 
matters is not predictable with assurance. Significant Judgment is required in assessir^ probability and 
making estimates in respect of contingencies, and Deutsche Bank’s final liabilities may ultimately be 


179 


Confidential Treatment Requested 


GEM7-00000626 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 


Frm 00489 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



486 


Footnote Exhibits - Page 1238 


materially different The tote! liability of the Group recoiled in resp^ of litigation, arbitration and 
regulatory proceedings is determined on a case-by-case basis and represente an estimate of probable 
losses after considering, among other factors, the progress of each case, Ks experience and the 
experience of otiiers in simitar cases, and Uie opinions and sriews of legal rounsel. Predicting the 
outcome of litigation matters is inherently difficult, particularly in cases in which claimants seek substantial 
or indeterminate damages. Mthough the tinal resolution of any such matters could have a material effect 
on the Group's consolidated operating results for a particular reporting period, the Gnxip believes that it 
should not materially a^ect its consolidated financial position, in respect of each of the matters specifically 
described above, each of v^ich consists of a number of daims, it is the Group's belief that tiie reasonably 
possible losses relating to such claim In excess of its provisions are either not mat^l not estimable. 

Recent Developments and Outlook 

On 1 February 2006 the Supervisory Board of Deutsche Bank extended the appointments of 
Management Board m^bers Dr. Josef Ackermann and Dr. lessen von Heydebreck until ttie gen^l 
meeting following their 62rKt birthdays. Dr. Ackermann's contract will therefore run until the end of the 
Annual General Meeting in 2010; Or. von Heydebreck's until the end of the Annual General Meeting in 
2007. 

With immediate effect the Supervisory Board has also appointed Dr. Ackermann as Chairman of the 
Management Board (Chief Executive Officer). HerKeforth the Management Board of Deutsche Bank wil! 
be headed by a chairman who is appointed by the Supervisory Board. Deutsche Bank is thus conforming 
to national and international practice in the appointment of its Management Board. 

On 2 February 2006, Deutsche Bank published the preliminary and unaudited key figures for the fourth 
quarter and the full year 2005 for its consolidated group. 

On 9 March 2006, Deutsche Bank announced that some of the previously published preliminary and 
unaudited key figures were adjusted as a result of subsequent events after 2 February 2006. Deutsche 
Bank also stated that the adjusted amounts will be reflected in Deutsche Bank's 2005 Annual Report. 

On 23 March 2006, Deutsche Bank published its 2005 Annual Report. 

On 1 June 2006, the Annual General Meeting of Deutsche Bank decided that a dividend of EUR 2.50 per 
share shall be paid for the 2005 financial year. This Is an increase of 47 per cent compared with the 
previous year, when a dividend of EUR 1.70 per share was paid. 

On 1 November 2006, Deutsche Bank published its interim report for the third quarter 2006. Deutsche 
Bank reported Income tefore income taxes of EUR 1.8 billion, and net income of EUR 1.2 billion, for the 
third quarter 2006. Reported pre-tax return on average active equity was 27%. Per the bank's target 
definition, which excludes restructuring charges and substantial gains on sale of industrial holdings, pre- 
tax return on average active equity was 26%, equal to the fxior year quarter, while diluted earnings per 
share for Che quarter wwe EUR 2.45, compart to EUR 1 .09 in the prior year quarter. 

F(x the first nine months of 2006, income before income taxes was EUR 6.3 billion. Reported pre-tax 
return on average active equity was 32%. Pre-tax reUim on average active equity, per target definition, 
was also 32%, compared to 28% in the first nine months of 2005. Net income was EUR 4.2 billion, up 
37% versus the prior year period. Diluted earnings per share for the first nine months were EUR 8.11, 
compared to EUR 5.95 In the prior year period. 

The publication of the preliminary results for the financial year 2006 is scheduled for 1 February 2007. 
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Changes to the Supervisory Board and Management Board 

On 2 April 2006, at an extraordinary meeting of the arpervisory Board of Deutsche Bank, Dr Rotf-E. 
Breuer, Chairman of the SuperviscKy Board, declared his resignation from the Board, effecth^ 3 May 
20(%. Dr Breuer said he was stepping down from the Supervisory Board to reiieve Deutsche Bank of 
hirlher discussion regarding him pemonalty following a decision by the German Supreme Cowt on 24 
January 2006. The Supervisory Board accepted Dr Breuer's decision with regret but expressed its respect 
for his action and thanked him for his valuable work as Chau-man and as a tong time member of the 
Management Board, including as Spokesman of the Management Board. Dr Br^er will continue to 
represent Deutsche Bank in a number of select capacities. 

After careful consideration, the Supervisory Board, in agreement with Dr Clemens Boersig, formerly 
Deutsche Bank's Chief Financial Officer, came to the conclusion that Dr Boersig should move to the 
Sup^isory Board and become its Chairman. As a result, Dr Boersig stepped down from the bank's 
Management Board at the (^ose of business on 3 May 2006. Or Boersig had been appointed as a 
member of the Deutsche Bank Supervisory Board by the Frankfurt Local Court and had been elected as 
Chaiiman of the Supervisory Board, effective 4 May 2006. On 1 June 2006. Dr Boersig has been elected 
to the Supervisory Board by the Annual General Meeting of Deutsche Bank and has been elected as 
Chairman of the Supervisory Board. The Supervisory Board is convinced that the Chair of the 
Supervisory Board can only be trarisferred to someone who, through personal and senior managerial 
experience, is familiar with the complex nature of a bank with global operations. 

In addition, the Supervisory Board has appointed Anthony 01 iorio and Dr Hugo Banziger as new 
members of the Management Board, effective 4 May 2006. Di Iorio, formerly Group Controller, has 
assumed the position of Chief Financial Officer white Dr Banziger. fonneriy Chief Risk Officer for Credit 
and Op^tional Risk, has become Chief Risk Officer. 

Share buyback program 

At the Annual General Meeting on 1 June 2006, Deutsche Bank's shareholders renewed the authorization 
to buy back up to 10 per cent of shares issued, reiirfaclng last year's Annual General Meeting 
authcxization. As a result, the Management Board decided to conclude the current program and to 
continue share buybacks under the scope of the new buyback program with immediate effect. 

Within the concluded share buyback program, which was launched in the third quarter 2005, a total of 
35,846,000 shares, or 6.5 per cent of the share capital as at the last Annual General Meeting, had been 
repurchased at an average price of EUR 67.00, for a total consideration of EUR 3.12 billion. The current 
inventory in own shares within toe buyback program amounts to 18.9 million shares, or 3.6 per cent of 
shares Issued. This inventory is a result of the 33 mIHion shares held at the time of the Annua! General 
Meeting In 2005 plus the repurchases of the concluded program. Thereof, 40 million shares were 
cancelled in February 2006 and roughly 10 million shares were used to hedge share awards. 

Under the new program Deutsche Bank may buy back up to 10 per cent of shares Issued. I.e. up to 
51,913,234 shares, by 31 October 2007. Deutsche Bank reserves the right to suspend toe program In 
favor of stiategic gre^h initiatives. 

The buybacks will again be executed systematically by diiact purchases of shares in the spot market and 
potentially through the use of derivatives. Deutsche Bank intends to use the repurchased shares not only 
to further reduce Its share capkal but also to support potential future equity-based compensation 
programs. The bank also reserves toe option to use toe repurchased shares for other purposes in 
accordance wito the authorization granted at the Annual General Meeting. 

Ail transactions will be managed in such a way that Deutsche Bank's core capital ratio will not fall below 
toe target range of eight to nine percent. The bank will regularly publish Information on the progress of the 
buyback program. 
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Other 

In February 2003, the Dusseidorf Prosecutes fifed charges against Or. Ackermann and other former 
members of the Supervlstsy Board, members of the Management Board and one manager of 
Mannesmann AG at the Dusseidorf District Court {Landgericht DQsseldorl). The complaint alleges a 
breach of trust In connection with payments to former members of the Management ^ard and other 
manage of Mannesmann AG foliowing the tekeover of Mannesmann by Vodafone in spring 2000. On 22 
July 2004 the Dusseidorf District Court acquitted every defendant of suc^ charges. The Dusseidorf 
Prosecutor filed a notk:e of appeal to the Federal Supreme Court {Bundesgerichtshofj. On 21 December 
2005 the Federal Supreme Court r^ered a retrial at die Dusseidorf Disbict Court. On 29 November 2006 
the Dusseidorf District Court agreed to discontinue the court proceedings and ordered the defendants to 
make non-penat payments. No findings of guilt result from ttiis decision. 
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TAX CONSIDERATIONS 

United States Tax Considerations 
General 

To ensure compliance widi Internal Revenue Service Circular 230, Investors are hereby 
notified that; (a) any discussion of U.S. federal tax issues contained or referred to in this Offering 
Circular is not intended or written to be used, and cannot be used, by investors for the puipose of 
avoiding penalties that may be imposed on diem under the Code; (b) such discussion is written to 
support l^e promotion or marketing of the transacdons or matters addressed herein; and (c) 
prospective investor should seek advice based on their particuiar circumstances from an 
independent tax adviser. 

The foibwing is a summary of certain of the United States federal Income tax consequences of 
an investment In the Notes by purchasers that acquire their Notes In the initial offerir>g. The discussion 
and the opinbns referenced below are based upon laws, regulations, rulings, and decisions currently in 
effect, ail of which are subject to change, possibly with retroactive effect. Prospective investcxs should 
note that no rulirrgs have been or are expected to be sought from the internal Revenue Service (the 
"IRS") with respect to any of ttte United States federal income tax consequences discussed bebw, and no 
assurance can be given that the (RS will not take contrary positions. Further, the following summary does 
not deal with all United States federal income tax consequence applicable lo any given invetor, nor 
does it address the United States federal income tax considerations applicaUe to all categories of 
investors, some of which may be subject to special rules, such as NorvU.S. Holders (defined below), 
financial Instituttons. REITs. RICs, insurance companies, tax-exempt organizatbns, dealers or traders in 
securities, currencies or nottonal principal contracts, persons that own (or are deemed to own) 10% or 
mcH^ erf the voting shares (or Interests treated as equity) <rf the Issuer, partnerships, pass-through entities 
or persons who hold the Notes through partnerships or pass-through entities. S corporations, estates and 
busts, investors that hold their Notes as part of a hedge, straddle, synthetic security or an integrated or 
conversion transaction, or investors whose "functional currency* is not the U.S. dollar. Furthermore, rt 
does not address alternative minimum tax consequences, or the indirect effects on investors of equity 
interests In either a U.S. Holder (as defined below) or a Non-U.S. Holder. In addition, this summary Is 
generally limited to investors that will hold their Notes as "capital assets* within the meaning of Section 
1221 of the Code. Investors should consult their own tax advisors to determine the United States federal, 
state, local, and other tax consequences of the purchase, ownership, and dispositbn of the Notes. 

As used herein, *U.S. Holder* or means a beneficial holder of a Note that is an individual citizen 
or resident of the United States for United States federal income fax purposes, a corporation or other 
entity taxable as a corporation created or organized In or und^ the laws of the United States or any state 
thereof (including the District of Columbia), an estate the income of which Is subject to United States 
federal income taxation regardless of its source, or a trust fex \^}ch a court within the United States is 
able to exercise primary super^slon over its administration and for which one or more United Slates 
persons (as defined in bie Code) have the authority to control all of its substantial decisions or a trust ttiat 
has made a valid eieetbn under U.S. Treasury Regutatbrur to be treated as a domestic trust. "Non-U.S. 
Holder” means any holder (or beneficial holder) of a Note that is not a U.S. Holder. If a partnership holds 
Notes, the tax treabnent of a partner will generally depend upon the status of the partner and upon the 
activities of the partnership. Partners of partnerships holding Notes should consult their own tax advisors. 
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U.S. Federal Income Tax Consequences to the Issuer 

Upon the issuance of ^e Notes, Allen & Overy tLP, special U.S. tax counsel to the issuer, will 
deliver an opinion generally to tfie effect that under curr^ iaw, and assuming compfiance with ^e 
indenture (and certain odier documents) and based on certain factual representations made by die Issu^ 
and the Collateral Manager, although die matter is not free from doubt the Issuer will not be engaged in 
the conduct of a trade cm* business in the United States. Acconlingly, the Issuer does not e}^>ect to be 
subject to net income taxation in the Untted States. Prospective investors should be aware that opinions 
of couns^ are not binding on the IRS and there can be no absolute assurance that die IRS will not seek 
to treat the issuer as engaged in a U.S. trade or business. If the IRS were to successhilly characteiize 
the issuer as engaged In such a trade (»' business, among other consequences, the Issuer would be 
subja:^ to net income taxation in the United States (as well as the branch profits tax) on ite income. The 
levying of sudi taxes would materially affect the Issuer's ftnanciai ability to pay prindpai and interest on 
the Notes. 

The issuer Intends to acquire the Underlying Assets, the interest on which, and any gain from the 
Disposition thereof, is expected not to be subject to United States federal wiUihoiding tax or withholding 
tax imposed by other countries (unless subject to being ‘grossed up”). The Issuer will not, however, 
make any independent investigation of the circumstances surrounding the issuance of the individual 
assets comprising the Underlying Assets and. thus, there can be no absolute assurance that in every 
case, payments vnll be received free of withholding tax. If the Issuer is a CFG (defined below), the Issuer 
would Incur United States withholding tax on interest received from a related United States person. 

In addition, ft Is not expected that the Issuer will derive material amounts of any other Items of 
income that vt^ll be subject to United States Vi^holding taxes. 

If withholding or deduction of any taxes from payments is required by iaw in any jurisdiction, the 
Issuer shall be under no obligation to make any additional payments to any holder in respect of such 
v^holding or deduction. 

Notwithstanding the foregoing, any commitment fee, facility fee and similar fee that the Issuer 
earns may be subject to a 30% withholding tax and any lending fees received under a securities lending 
agreement may also be subject to withholding tax. 

Classification of the Notes 

The Issuer has agreed and, by its acceptance of a Note, each Noteholder will be deemed to have 
agreed, to treat each of the Notes as debt of the Issuer for United States federal income tax purposes, 
unless required by law. Upon the Issuance of the Notes, Allen & Overy LLP will deliver an opinion 
generally to the effect that assuming compliance with the Indenture (and certain other documents) and 
based on certain factual representations made by the issuer and the initial Purchaser, the Notes, when 
issued, will be characterized as debt of the Issuer fcr United States federal income tax purposes. 
Prospective in\restors should be aware that opinions of counsel are not binding on the IRS, and there can 
be no assurance that the IRS will not seek to characterize any Class of Notes as other than 
indebtedness. Except as provided under ' — Alternative Characterization of the Notes," below, the 
balance of this discussion assumes that the Notes will be characterized as debt of the Issuer for United 
States federal income tax purposes unless required by law. 

For United States federal income tax purposes, the Issuer, and not the Co-Issuer, will be treated 
as the issuer of the Notes. 
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Payments of Interest on the Notes. 

Generally, stated interest on a Note that is considered ’unconditionally payable” (as described 
below) will be ordinary income taxable to a U.S. Holder when received or accrued in accordance with 
such U.S. Holder's methcxi of accounting for U.S. federal income tax purposes. Such interest Income wil 
be treated as foreign source income for foreign tax credit (xjrposes. If the 'stated redemption price at 
maturity' ("SRPM”) of a Note exceeds die 'issue price" of such Note by more than a "de minimis amount,” 
then the excess of SRPM over the issue price may constitute original issue discount ('010'}. The SRPM 
of a debt Instrument is generally the sum of all parents pro\rided by the debt insbument otiier than 
‘qualified stated interest” payments, tlie issue price is the first price at y^lch a substantia) amount of a 
debt Instrument is sold to the public. The de minimis amount is any amount less than one-fourth of one 
percent of a debt instilment's SRPM multiplied by the rnimber of complete years to maturity. Qualified 
stated interest is gen^liy interest paid on a debt Instrument that Is unconditionally payable at least 
annually at a single fixed rate. 

The Treasury Regulations provide that, for purposes of determining whether a debt instrument is 
Issued with OID, stated interest must be included in the SRPM of the debt instrument if such interest is 
not 'unconditionally payable.” Interest is considered "unconditionally payable* if reasonable legal 
rem^ies exist to compel timely payment or terms and conditions of the debt instrument make the 
like[iho(xi of late payment (other than late payment that occurs within a reasonable grace period) or non- 
payment (ignoring the possibility of non-payment due to default, insolvency or similar circumstances) a 
remote contingency. The Issuer intends, pursuant to its interpretation of the foregoing rules, to take the 
position that payments of interest on the Class A-la Notes. Class A-lb Notes, Class A-2 Notes and Class 
B Notes are considered unconditionally payable, and thus not included in the SRPM of such Class A-la 
Notes, Class A-1b Notes, Class A-2 Notes and Class 6 Nr^es and should be treated as "qualified stated 
interest”. Because the Interest payments on the Class C Notes. Class D Notes and Class E Notes are 
subject to deferral (and the possibility of such deferrst may not be remote within the meaning of the 
Treasury Regulations), the Issuer Intends to take the position that all interest (including interest on 
accrued but unpaid interest) payable on the Class C Notes, Class D Notes and Class E Notes should be 
Included in the SRPM and should be treated as issued with OiD. However, because there Is no authority 
addressing when the likelihood of a contingency such as the deferral of intn'est should be considered not 
'remote', there can be no assurance toe IRS will agree with this position. 

The U.S. federal income tax treatment of the Class C Notes, the Class D Notes end the Class E 
Notes under toe OID rales is uncertain. If toe Class C Notes, the Class D Notes and the Class E Notes 
are issued at an issue price equal to their principal amiMint, the Issuer Intends not to calculate OID under 
toe PAC Method referred to below, and instead to take the position that the amount of OID that accrued 
on such Class C Notes, Class D Notes and Class E Notes in each accrual period is equal to toe amount 
of interest (including any Deferred Interest respect to the Class C Notes, the Class D Notes and the 
Class E Notes) that accrues on such Class C Notes, Class D Notes and Class E Notes during such 
period. Unless toe Class C Notes, the Class D Notes and toe Class E Notes are issued at an issue price 
equal to their principal amount, in including stated Interest in the SRPM of the Class C Notes, the Class D 
Notes and the Class E Notes, toe issuer Intends, absent definitive guidance, to treat the Class C Notes, 
the Class D Notes and the Class E Notes as subject to an income accrual method analogous to toe 
methods applicable to debt instruments having payments tMt are contingent as to amount but not as to 
time and debt Instruments v^toose payments are subject to acceleration (prescribed by section 1272(a)(6) 
of toe Code) using an assumption as to toe expected prepayments on toe Class C Notes, toe Class 0 
Notes and toe Class E Notes (the ”PAC Method'). As such, accruals of any such additional OID will 
generally be based upon the weighted average life of such Class C Notes, Class D Notes and Class E 
Notes rather than the stated maturity. Prospective Investws should consult their own tax adwsors 
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regarding the application of the OID rules to ttta Class C Notes, the Class D Notes and the Class E Notes 
and the tax characMzation and treatment of parents on such Notes. 

Sale, Exchange or Retirement of the Notes. 

A U.S. Holder's tax basis in a Note wilt generall/ equal its cost, ptus any accrued 010, reduced by 
the amount of any payments received by the U.S. Holder with respect to a Note that are not quai'ffted 
stated interest payments as described above. A U.S. Holder will generally recognize gain or loss on the 
sale, exchange or retirement of a Note equal to the difference between the amount realized and the tax 
basis of the Note. That gain or toss will be a capital gain or loss and generally will be b-eated as from 
sources within the United States. Prospective investors should consult their own tax advisors wi^ 
respect to the treatment of capital gains (which may be taxed at lower rates than ordinary income for 
taxpayers that are individuals, trusts or estates and that h^d a Senior Debt Note tor more than one year) 
and capital losses (the deductibility of which is subject to iimKatjons). 

If any Class of Notes were considered 'contingent payment debt instruments’ ("CPDIs") within 
the meaning of Treasury Regulation section 1 .1275-4, then, among other consequences, gain on the sale 
of such Notes that might otherwise be capital gain would be ordinary income. Although the Issuer does 
not intend to treat Uie Notes as CPDis, prospective bwestors should consult their own tax advisors 
regarding the possible characterization of the Notes as CK>ls. 

A/fernafrVe Characterization of the Notes 

NobMthstandlng tax counsel's opinion, U.S. Headers should recognize that there is some 
uncertainty regarding the appropriate classificabon of instnim^ts such as the Notes. It is possible, for 
example, that the IRS may contend that a Class of the Notes should be treated as equity interests (or as 
part-d^t, part-equity) In the Issuer. Such a recharacterization might result in materially adverse tax 
consequences to U.S. Holders. 

If U.S. Holders of a Class of Notes were b-eated as owning equity interests in the Issuer, interest 
payments would be treated as dividends (to the extent of MJrrent end accumulated earnings). Further, 
while not certain, interest on the Notes might accrue (as dividends) prior to payment in a manner akin to 
the accrual of OID. No dividends received deduction would apply to any of those dividends. 

Further, the Issuer Is a passive foreign investment company, or PFIC. If U.S. Holders were 
treated as owning equity interests In the Issuer, U.S. Holders generally will be considered United States 
shareholders in a PFIC. Under the rules relating to PFICs, a United States shareholder of a PFlC that 
receives an 'excess distribution* must aiiocate the excess distribution ratably to each day in the 
taxpayer's holding period for such equity, and must pay a deemed deferred tax amount with respect to 
each prior year in the taxpayer's holding period. The total excess distribution for any taxable year is the 
excess of (a) the total distributions for the year over (b) 125 percent of the average amount received In 
respect of such stoc* by the taxpayer during the three fxeceding years (or. if shorter, the U.S. Holder's 
holding period for such equity). In addition, any gain on die disposition of such equity Ir^ a PFIC would bo 
treated as though it were an excess distribution. The deferred tax amount Is equal to the sum of (a) the 
aggregate Increases in taxes (computed at the maximum marginal rate) for each year In the taxpayer's 
holding period before the current.year that would result from allocating the excess distributions back over 
the taxpayer's holding period ratably and (b) interest on those increases. 

In order to avoid the application of the PFIC rules, each U.S. Holder should exsnsider making (and 
consult wto Its tax advisore regarding the effectiveness and usetolness of making) a qualified electing 
fund election (the 'QEF election') provided in Section 1295 of the Code on a 'protective' basis (although 
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such protective election may not be respected by tiie IRS because current regulations do not specifically 
autitorize that particular election), in general, a QEP election should be made on or before the due date 
for fifing a U.S. Holder's federal inc»}me tax return for the first taxable year for which ft held a Note. In lieu 
of the PFIC rules discussed above, a U.S. Holder that makes a valid QEF election with respect to a Note 
that is recharacterized as an equity interest in the Issuer will, in very general terms, be required to include 
its pro rata siwe of die Issuer's (M^inary income and net capital gains (unreduced by any prior year 
losses) in incrmie as ordinary income ard long-term capital gain, respectively, Ibr each taxable year and 
pay tax thereon, (even if the amount of that Income is not the same as the interest paym^t, if any, made 
or OID, If any accni'mg. on the Note durii^ biat period). In general, however, payments of interest on tiie 
Note that reflect Income on which the U.S. Holder has already paid taxes under the QEF election, will not 
be hirtiier taxable to the U.S. Holder. While there can be no assurance that the IRS wuid respect the 
following allocatton, the Issuer intends to ailocate such ordttwy income and net capital gains in a manner 
designed to cause any Class of Notes that is recharacterized as equity in Uie Issuer to have 
ap^xoximatefy the same amount of Income as would have accrued on that Class had it been respected as 
debt. 

In tile event tiiat any Class of Notes is recharacterized as voting equity in the issuer and certain 
other conditions are met, the Issuer may be classified as a controll^ foreign corporation (a ‘CFC) with 
respect d U.S. Holders that own at least 10% of the issuer's voting equity. In such event, Notehoid^ 
would, in general, be taxed in a similar manner as if they had made the QEF election described above 
(although some income that would otherwise be capital, may be ordinary). 

InfyrmaUon Reporting Requirements 

Under United States federal income tax law and regulations, certain categories of U.S. Holders 
must file information returns with respect to their investment In, or involvement in, a foreign corporation. 
These reporting requirements apply to both taxable and tax-exempt U.S. Holders. Penalties for failure to 
file certain of these information returns are severe. Purchasers of the Notes should consult with their own 
tax adwsors regarding the necessity of filing information returns. 

If requested by the Issuer, each holder will be required to provide the Issuer with the name and 
staUJs of each beneficial owner of a Note that is a U.S. Holder. 

Non- U.S. Holders 

Assuming that (1) the Notes are treated as debt of a norvUnlted States corporation or (11) If the 
Notes are treated as equity in a non-United States corporation, tiiat such corporation is not engaged in a 
U.S. trade or business, a NorvU.S. Holder of a Note that has no cx>nnectiDn with the United States and is 
not related, directly or Indirectiy, the Issuer or the holders of the Issuer's equity or the Preferred 
Shares. vmII not be subject to U.S. i^holdlng tax on interest payments. Non-U.S. Holders may be 
required to make certain tax representations regarding the Identity of the beneficial own^ of the Notes In 
order to receive payments free of withholding. 

Backup WiUiholding and Information Reporting 

Backup withholding and information reporting requirements may apply to certain payments on the 
Notes (including OID, rf any) and proceeds of the sale, exchange, redemption or other disposition of the 
Notes to U.S. Holders. The Issuer, its agent, a broker, or any paying agent, as the case may be, may be 
required to vrfthhoW tax from any payment that Is sut^ect to backup withholding if the U.S. Holder fails to 
furnish the U.S. Holder's taxpayer Identification number (typicaily by providing a completed and executed 
IRS Form W-9), to certify that such U.S. Holder is not subject to backup withholding, or to otherwise 
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otmpiy With Uie applicable requirements of the backup withholding rules. Certain U.S. Holders (including, 
among othere, corporations) are not subject to the backup witfthoiding and information reporting 
requirements. Non-U.S. Holders may be required to com[^y with applicable certification procedures to 
establish that they are not U.S. Holders in order to avoid the application of such Information reporting 
requirements and backup withholding. Backup withholding is not an additional tex. Any amounts withheld 
und^ the backup withholding rules from a payment to a holder generally may be claimed as a credit 
against such holder's U.S. federal Income tex liability, provided that the required information is timely 
furnished to the IRS. Prospective investors in the Notes should consult their own tax advisers as to their 
qualitication fcx- exemption from backup \^hholding and die procedure fc^ obtaining an exemption. 

IRS Disclosure Reporting Requirements 

Recently promulgated U.S. Treasury Regulatnns (the ''Disclosure Regulations*} meant to 
require the reporting of certain tax shelter transactions ('Reportable Transactions") could be interpreted 
to cover transactions generally not regarded as tax shelters. Under the Disclosure Regulations it may be 
possible that certain bansactlons wHh respect to the Notes may be character!^ as Reportable 
Transactions requiring a holder to disclose such transaction, such as a sale, exchange, retirement or 
other taxable disposition of a Note that results In a loss that exceeds certain thresholds and other 
specified conditions are met Prospective investors In the Notes should consult with their own tax advisers 
to determine the tax return obligations, if any, wHh respect to an Investment in the Notes, including any 
requirement to file IRS Form 8886 (Reportable Transaction Statement). 

THE U.S. FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE IS INCLUDED FOR 
GENERAL INFORMATION ONLY AND MAY NOT BE APPLICABLE DEPENDING UPON A 
NOTEHOLDER’S PARTICULAR SITUATION, PROSPECTIVE INVESTORS IN THE NOTES SHOULD 
CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE TAX CONSEQUENCES TO THEM 
OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE NOTES, INCLUDING THE TAX 
CONSEQUENCES UNDER STATE, LOCAL, NON-U.S. AND OTHER TAX LAWS AND THE POSSIBLE 
EFFECTS OF CHANGES IN U.S. FEDERAL OR OTHER TAX LAWS. 

Cayman Islands Tax Considerations 

The following discussion of certain Cayman Islands Income tax consequences of an investment in 
the Notes is based on the advice of Maples and Calder as to Cayman Islands law. The discussion is a 
gwieral summary of present law, which is subject to prospective and retroactive change. It assumes that 
the issuer will conduct its affairs in accordance with assumptions made by, and representations made to, 
counsel. It is not intended as tax advice, does not consider any investor’s particular circumstances, and 
does not consider tax consequences other than those arising under Cayman Islands taw. 

Under existing Cayman islands laws: 

(a) payments of principal and interest In respect of. the Notes wil not be subject to taxation In 
the Cayman Islands and no withholding will be required on such payments to any Holder 
of a N(^e and gains derived from the sale of Notes will not be subject to Cayman Islands 
income or corporation tax. The Cayman Islands currently have no income, corporation or 
capite! gains tax and no estate duty, inheritance tax or gift tax; and 

(b) the Holder of any Note (or the legal personal representative of such Holder) whose Note 
is brought Into the Cayman islands may kt. certain circumstances be liable to pay stamp 
duty imposed under the laws of the Cayman islands in respect of such Note. 
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The issuer has been incorporated under the laws of the Cayman islands as an exempted 
company with Timited liability and, as such, has applied for and obtained an undertaking from the 
Governor In Cabinet of She Cayman Islands substanUally In the following foim: 

"The Tax Concessions Law 
(1999 Revision) 

Undertaking as to Tax Concessions 

In aax3itianc0 with S»::Uon 6 of the Tax Concessions Law (1999 Revision) foe Governor in 
Cabinet undertakes with Gemstone CDO Vli Ltd. (the "Company”); 

(a) that no law which is hereafter enacted In the Islands Imposing any tax to be levied on 
profits, income, gains or appreciations shall apply to the Company or its operations; and 

(b) in addition, that no tax to be levied on profits. Income, gains or appreciations or which Is 
in the nature of estate duty or inheritance tax shall be payable; 

(i) on or in respect of foe shares, debentures or other obligations of the Company; 
or 

(ii) by way of the withholding in whole or in part of any relevant payment as defined 
in Section 6(3) of the Tax Concesskxts Law (1999 Revision). 

These concessions shall be for a period of twenty years from foe 31st day of October, 2006. 

Governor in Cabinet* 
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ERISA CONSIDERATIONS 

The U.S. Employee Retirement income Security Act of 1974, as amended {”ERISA*}, imposes 
certab duties on persons who are fiduciahes of employee benefit plans (as defined in Section ^3} of 
ERiSA) subject to Title I of ERISA fERJSA Plans') and of entitiss whose underlying assets Include 
assets of ERISA Plans by reason of an ERISA Plan’s bv^tment in such entities. These duties indude 
Investinent ^dence and diverslffcation and the requirement that an ERiSA Plan's investment be made 
In accordance with the documents governing the ERISA Plan. The prudence of a particular investment 
must be determined by the responsible fiduciary of an ERiSA Plan by taking into account the ERISA 
Plan's (articular circumstances and liquidity needs and ail of the facts and cireumstances of the 
investment, ir%;!uding the availability of a public market for the investment In addition, certain U.S. 

state and local laws impose similar duties on fiduciaries of governmental and/or church plans 
which are not subject to ERISA. 

Any fiduciary of an ERISA Plan, of an entity whose underlying assets include assets of ERISA 
Plans by reason of an ERISA Plan's Investment In such entity, w of a governmental or church plan which 
is subject to fiduciary standards similar to those of ERISA ("Plan Fiduciary”), who proposes to cause 
such a plan or entity to purchase Notes should determine whether, under the general fidudary standards 
of ERiSA or other applicable law, an investment in the Notes is appropriate for such plan or entity. In 
determining whether a particular investment Is appropriate for an ERISA Plan, U.S. Department of labor 
regulations provide that the fiduciaries of an ERISA Plan must give appropriate consideration to, among 
other things, the role that the Investment plays in the ERISA Plan's portfolio, taking into consideration 
whether the investment is deigned reasonably to further the ERiSA Plan's purposes, an examination of 
the risk and return factors, the portfolio's composition with regard to diversification, the liquidity and 
current return of the total portfolio relative to the anticipated cash flow needs of the ERiSA Plan and the 
projected return of the total portfolio relative to the ERISA Plan's funding objectives. Before Investing the 
assets of an ERISA Plan in Notes, a Plan Fiduciary should detennlne whether such an Investment Is 
consistent with the foregoing regulations and its fiduciary responsibilities, including any speciflc 
restrictions to which such fiduciary may be subject 

Section 406(a) of ERISA and/or Section 4975 of the U.S. Internal Revenue Code of 1986, as 
amended (the ’Code”), prohibit certain transactions involving the assets of ERISA Plans or plans 
described in Section 4975(e)(1) and subject to Section 4975 of the Code (together with ERISA Plans, 
'Plans') and certain persons (referred to as 'parties in interest* in ERISA and as 'disqualified persons* 
In Section 4975 of the Code) (collectively, 'Parties In Interesr) having certain relationships to such Plans 
and entities. A Party in Interest who engages in a non>exempt prohibited transaction may be subject to 
non-deductible excise taxes and other penalties and liabtlifies under ERISA and/or the Code. 

Each of the issuer, the Co-Issuer, the Initial Purchaser and the Collateral Manager, as a result of 
their own activities or because of the activities of an Affiliate, may be considered a Party in interest with 
respect to Plans. Accordingly, prohibited transactions (wltitln the meaning of Section 406 of ERISA and 
Section 4975 of the Code) may arise if Notes are acquired by a Plan with respect to which any of the 
issuer, the Co-issuer, tiie InRiai Purchaser, the Collateral Manager, the obligors on the Underlying Assets 
or any of tiieir respective Affiliates is a Party in Interest. In addition, if a Party in interest with respect to a 
Plan owns or acquires a beneflcial interest in the Issuer or the Co-issuer, the acquisition or holding of 
Notes by or cm behalf of the Plan could be considered to constitute an indirect prohibited tiansaction. 
Moreover, the acquisition or holding of Notes or other Indebtedness Issued by the Issuer or the Co-Issuer 
by or on behalf of a Party In Interest with respect to a Plan vt4iich owns or acquires a beneficial interest in 
the Issuer or tiie Co-Issuer, as tiie case may be, also could give rise to an Indirect prohibited transaction. 
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Certain exemptions the prohibited transat^on rules couid be applicable, hovraver, depending in part 
upon the type of Plan Fiduciary making the deciston to acquire a Note and the circumstances under which 
such decision is made. Included among these exemptions are U.S. Department of Labor ('DOL') PTE 96- 
23, regarding investments by certain *in-house asset managers"; PTE 95-60. regarding investments by 
insurance company general accounts; PTE 90-1 , regarding Investments by insurance company pooled 
separate accounts; PTE 91-38, regarding investments by bank collective investment funds; and PTE 84- 
14, regarding transactions effected by "quairfied professional asset managers." E>ran if the conditions 
specific In one or more of these exemptions are met. the scope of the relief provided by these 
exemptions might or might not cover all acts which might be construed as prohibited transactions, if a 
purchase of Notes were to constihJte or result in a non-exempt prohibited transactkm. tiie purchase might 
have to be rescinded. 

in addition, recently enacted legislation (the "Pension Protection Act of 2006”) provides a 
statutory exemptton for inhibited tiansactions between a plan and a Person that is a party in interest 
(other than a fiduciary or an affiliate that, directiy or indirectiy. has or exercises dlscrettonary authority or 
cofrtrol or rentiers investment advice with respect to the assets involved in the transaction) solely by 
reason of providing ser>dces to the plan, provided that there is adequate consideration for the transaction. 
Prospective invesKxs should consult with their advisors regarding the application of this statutory 
exemption. Go\rammentai plans and certain church pians, while not subject to the fiduciary responsibility 
provisions of ERISA or the provisions of Section 4975 of the Code, may nevertiieless be subject to local, 
state or other Federal laws that are similar to the foregoing (^visions of ERISA and the Code. 

The DOL, the government agency primarily responsible for admintetering the ERISA fiduciary 
rules and tiie prohibited transaction rules under ERi^ and Section 4975 of the Code, has issued a 
regulation (the "Plan Asset Regulation") which, under specified circumstences, requires Plan fKluciaries, 
and enti^ vwth certain spedfied relationships to a Plan, to "look through" investment vehicles (such as 
the Issuer) arid treat as an 'asset* of the Plan each underlying investment made by such investment 
vehicle. The Plan Asset Regulation provides, however, that If equity participation in any entity by "Benefit 
Plan Investors’ is not significant, then the “look-through" rule will not apply to such entity. The term 
"Benefit Plan Investors" is defined in the Plan Asset Regulation, as modified by Section 3(42) of ERISA, 
to include (I) any employee benefit plan (as defined in Section 3(3) of ERISA) that is subject to Title I of 
ERISA, (ii) any plan described in Section 4975(eX1) of the Code that is subject to Section 4975 of the 
Code, and (ill) any entity whose underlying assets include "plan assets' by reason of any such employee 
benefit plan's or {Han's investment in the entity. Equity participation by Benefit Plan Investors In en entity 
is significant if, immediately after the most recent acquisition of any equity Interest in the entity, 25% or 
more of the value of any class of equity interests in the entity (excluding the value of any interests held by 
certain persons, other ttian Benefit Plan Investors, exercising control over the assets of the entity or 
providing investinent advice to the entity for a fee (such as toe Collateral Manager) or any Affiliates of 
such persons (any such person, a 'Controlling Person")) Is held by Benefit Plan Investors (toe "25% 
Threshold"). 

There is little pertinent authority in this area and securities may change character from debt to 
equity over time due to changing circumstances. Fiduciaries of Plans considering toe purchase of Notes 
should consult their counsel in this regard. However, it is not anticipated that the Class A Notes, the 
Class B Notes or the Class C Notes v^n constitute "equity interests' in the Issuers. Based primarily on the 
unconditional obligation of the Issuers to pay interest and to repay principal by a fixed maturity date and 
the creditors' remedies available to holders of the Class 0 Notes and the Class E Notes, it is anticipated 
that the Class D Notes and the Cl^s E Notes will not cor^titote "equity interests' in the issuers, despKe 
their subordinated position in the capital structure of the Issuers. No measures will be taken to restiict 
investment in the Class D Notes or the Class E Notes by Benefit Plan Investors. 
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The sale of any Note to a Plan is in no respect a representation by the issuer, the initial 
Purchaser, tiie Collateral Manager or any of their Affiliates that suc^ an investment meets all relevant 
iegai requirements with respect to inv^tments by Plans generally or any particular Plan, or tiiat such an 
investment is appropriate for a Plan generally w any particular Plan. 

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND 
WARRANT THAT EITHER (A) IT IS NOT A PLAN. OR A GOVERNMENTAL OR CHURCH PLAN WHICH 
IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE PROHIBITED 
TRANSACTION PROVISIONS OF SECTION 408 OF ERISA OR SECTION 4975 OF THE CODE. OR AN 
ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN PURSUANT TO 29 C.F.R. 
SECTION 2510.8-101 AS MODIFIED BY SECTION 3(42) OF ERISA. OR OTHERWISE, OR (B) ITS 
PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A NON-EXEMPT 
PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE 
(OR. IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN. A NON-EXEMPT VIOLATION OF 
ANY SUCH SIMILAR U.S. FEDERAL. STATE OR LOCAL LAW). 

it should be noted that an insurance company's general account may be deemed to include 
assefo of ERISA Flans under certain circumstances, e.g.. where an ERISA Ran purchases an annuity 
contract issued by such an insurance company, based on the reasoning of the U.S. Supreme Court In 
John Hancock Mutual Life Ins. Co. v. Harris Trust and Savings Bank, 510 U.S. S6 (1993). An insurance 
company considering the purchase of Notes with assets of its general account as a wholly owned 
subsidiary thereof should consider such purchase and the insurance compan/s ability to make the 
representations described above in light of John Hancock, Section 401(c) of ERISA and 29 C.F.R. 
§2550.401c1. 

The discussion of ERISA and Section 4975 of the Coda contained in this Offering Circular, is, of 
necessity, general, and does not purport to be complete. Mweover, the provisions of ERISA and Section 
4975 of the Code are subject to extensive and continuing administrative and judicial Interpretation and 
review. Therefore, the matters discussed above may be affected by future regulations, rulings and court 
decisions, some of which may have retroactive application end effect. 

Tax penalty avoidance 

The summary of ERISA considerations contained herein was written to support the promotion 
and marketing of the Notes, and was not intended or written to be used, and cannot be used, by a 
taxpayer for the purpose of avoiding any U.S. federal tax penalties that may be imposed. Each taxpayer 
should seek advice based on the taxpayer's particular circumstances from an independent tax advisor. 
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PUAN OF DISTRIBUTION 

The Issuers and (he InrUai Purchaser will enter into a Note Purchase Agreement (tfie *Note 
Purchase Agreement”) relating to offering and sale of ttie Notes. In the Note Purchase Agre^ent, 
the Issuers have agreed to sell to the initiai Purchaser, and the inttiai Purchaser vrill agree to purchase, 
toe entire principal amount of the Notes. The Notes purchased by the Initial Purchaser, if any, will be 
ptovately placed with eligible investors by the Initial Purchaser. The obligations of the initial Purchaser 
under the Note Purchase Agreement are subject to toe satisfaction of certain conditions in toe Note 
Purchase Agreement The Issuer will pay all fees and expenses In connection wito this offering as set 
forth in toe Note Purchase Agreement. Pursuant to the Note Purchase Agreement, toe issu^ will agree 
to indemnify the Initial Purchaser against certain liabilities, Including liabilities under the Securities Act, or 
to contribute to payments it may be required to make in respect thereof. 

The issuer and HBK Investments L.P., as Administrator on behalf of HBK CDO Trust (toe 
'Original Purchaser”) will enter into a Subscription Agreement (toe 'Subscription Agreement*) relattog 
to toe offering and sale of toe Preference Shares. In toe Subsolptlon Agreement, toe issuer wi!) agree to 
sell to the Original Purchaser, arto the Original Purchaser will agree to purchase, all of the Preference 
Shares. The obligations of the Original Purchaser under tiw Subscription Agreement is subject to the 
satisfaction of certain conditions in the Subscription Agreement. 

The Issuers have been advised by the initial Purchaser that toe tnitial Purchaser proposes to sell 
the Notes (I) to Qualified Purchasers who are also (a) Qualified Institutional Buyers pursuant to Rule 144A 
or (b) Ir^stitutton'a! Accredited Investors pursuant to Section 4(2). and (ii) to certain persons in offshore 
transactions in reliance on Regulation S under the Securities Act. Buyers of toe Notes may be required to 
make certain representations with respect to their ability to invest in the Notes. 

The Notes are offered subject to prior sale, to withdrawal, cancellation or modlTicatjon of toe offer 
without notice, to toe right of toe Initial Purchaser to reject any order In whole or In part for any reason and 
to certain other conditions. 

United States 

The Notes have not been and wilt not be registered under the Securities Act and may not be 
offered or sold within toe United States or to. or for toe account or benefit of, U.S. Persons except In 
accordance with Regulation S or pursuant to the exemptions from toe registration requirements under the 
Securities Act, provided by Rule 144A. 

(1) In toe Note Purchase Agreement, toe Initiai Purchaser will represent and agree that it has 
offered or sold Notes and will offer or sefi Notes (a) as part of its distribution at any time 
and (b) otherwise until 40 days after the comf^etion of toe distribution erf the Notes, only 
in accordance wito Rule 903 of Regulation S or Rule 144A or any other available 
exemption frwn toe Registration requirements of too Securities Act. Acewdingiy, toe 
Initial Purchaser will represent and agree that neither it, its affiliates (if any) nor any 
persons acting on their behalf have engaged or will engage in any directed selling effexis 
(within toe meaning of Regulation S) wito respect to the Notes, and they have complied 
and vwH comply with the offering resbicUons requirements of Regulation S. 

(2) In toe Note Purchase Agreement the Initial Purchaser will agree that (I) It will not solicit 
offers for, or offer or sell, any of the Notes by any form of general solicitation or genera! 
advertising (as those temis are used in Regulation D under the Securities Act) or in any 
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manner invoMng a public offering vnthin the meaning of Section 4(2) of the Securities 
Act. (ii) It will solicit offers the Notes only fh^n. and will offer the Notes only to, persons 
that (A) it reasonably believes to be, in the case of offers inside the United States or to 
U.S. Persons, Qualified institutional Buy^ or Institutiona! Credited Investors, who are 
also Qualified Purchasers or (B) in the case of offers outside the United States, are notv 
U.S. Persons; and (til) wito respect to offers and sates of the Notes outoide the United 
States that it vnii not offer, sell or defiver any of toe Notes In any jurisdiction outside toe 
United States exc^ under circumstances that will result in compliance with the 
applicable laws thereof. 

United Kingdom 

Pursuant to toe Purchase Agreement, toe initial Purchaser will represent and agree that: 

' (1) it is a person' whose ordinary activities involve it in acquiring, holding, managing or 

dispc^ng of investments (as principal or agent) fcM* the purposes of its business and (ii) it 
has rK)t offered or sold and will not offer or sell any Notes other than to persons whose 
ordinary activities involve them in acquiring, holding, managing or disposing of 
investments (as principal or as agent) for toe purposes of their businesses or who it is 
reasonable to expect will acquire, hold, manage or Dispose of investments (as principal 
or agent) for the purposes of toeir businesses where toe issue of toe Notes would 
otoervrisa constitute a contravention of Section 19 of the FSMA by the issuer, 

(2) it has only communicated or caused to be communicated and will only communicate or 
cause to be communicated an invitation or inducement to engage in Investment activity 
(within the meaning of Section 21 of toe Financial Services and Markets Act 2000 
(“FSMA")) received by it in connection with the issue or sale of any Notes in 
circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and 

(3) it has complied and wifi comply with all applicable fMOvisions of the FSMA with respect to 
anything done by It in relation to any Notes in. from or otherwise involving toe United 
Kingdom. 

Cayman Islands 

The Initial Purchaser has represented and agreed toat it has not made and wiil not make any 
invitation to any member of the public in the Cayman islands to subscribe for any of the Notes (or toe 
Preference Shares). 

General 

The lssu«^ and the Collateral Manager extend to each prospective investor the opportunity to 
ask questions of, and receive answers from, the Issuers and the Collateral Manager concerning the Notes 
and the terms and conditions of this Offering and to obtain any additional information it may consider 
necessary in making an informed investment decision and any information necessary in order to verify the 
accuracy of toe information set forth herein, to toe extent toe Issuers, or the Collateral Manager 
possesses toe same. Requests for such additional intormation can be directed to Gemstone CDO Vii 
Ltd., c/o Deutsche Bank (Cayman) Limited, P.O. Box 1904, Grarto Cayman KY1-1104. Ca^mian islands; 
Gemstone CDO VII Corp., c/o Puglisl & Associates. 850 Library Avenue Suite 204, Newark, Delaware 
19711; and HBK investments LP., 300 Crescent Court Suite 700. Dallas, Texas 75201, Attention; Fixed 
inrome Division. 
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No acfion has been or will te taken In any jurisdicaon that vrould pwmit a public offering of the 
Notes or possession, circuiatlon or distribution of this Offering Circular or any other offering material 
relating to the Issuer of ttie Notes In any country w jurisdictlai where action fw that puipose Is required. 
AcconJIngiy, the Ncrtes may not be offered or scrfd, directly or indirectly, aiKf neith®' this Offering Circular 
nor any other tigering matesial or advertfeements in connection with the Notes may be disWbuted «■ 
published, in or horn any country or Jurisdiction, except under circumstances that will result in compliance 
with any aF^licable rules and regulations of any such countiy jurisdiction. Purchasers of the Notes 
may be required to pay stamp taxes and c^er charges in accordance wiUi the laws and practices of the 
country of purchase in addition to the purchase price. 

The Notes are newly Issued securfties for which there cunrently is no market The initial 
Purchaser has achrised the issuer tiiat the tnitia! Purchaser presently does not intend to make a market in 
toe Notes. 

Certain of toe Underlying Assets may have been originally underwritten, originated or placed by 
toe Initial Purchaser or its affiliate. In addition, toe initial Purchaser and its affiliates may have in the past 
and may In toe toture perfomi investment banking s^vtces. commercial banking servwes or other 
ser>^s for issuers of the Underling Assets. 
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TRANSFER RESTRICTIONS 

Because erf ttte following resfrkrfions, purchasers are advised to consult legal counsel prior to 
making any offer, resale, plec^e or transfer of Notes or Preference Shares. 

Transfer Restrictions Applicable to the Notes 

Investor ReorBsentBttons on Original Purchase . Each Original Purchase of Notes from the Initial 
Purc^ser wll to deemed to admowiedge. represent to and agree mth the Issuers and the Initial 
Purtoaser as follows: 

(1) No Governmental Approval. The purchaser understands that the Notes have not been 
approved or disapproved by the SEC or any other governmental authority or ag^icy of 
any jurisdiction, nor has the SEC or any oth^ governmental authority or agency passed 
upon tee accuracy or adequacy of this Offering Circular. Any representation to the 
contrary Is a erkninat offense. 

(2) Certification Upon Transfer. If required by ttw Indenture, the purchaser m^II. prior to any 
sate, pledge or other transfer by it of any Note (cm* any interest therein), obtain from the 
transf&'ee and defiver to tee Issuers, tee Trustee and the Note Registrar a duly exemted 
bansfer certiricate addressed to each of tee Issuers, the Trustee and the Note Regisbar 
in tee f^n of tee relevant exhibit att^ed to the indenture and such other certificates 
and other Information as the Issuers, the Trustee or the Note Registrar may reasonably 
require to confirm that tee proposed transfer substantially complies with tee transfer 
restrictions set forth in the Indenture and described herein. 

(3) Minimum Denominations; Form of Notes. The purchaser agrees teat no Note (or any 
interest therein) may be sold, pledged or oteerwise transfebed in a denomination of less 
than tee applicable requlrad minimum denomination set forth in the Indenture and 

(4) Securities Lew Umlta^ons on Resale. The FHjrchaser understands that tee Notes have 
not been registered under the Securities Act and. therefore, cannot be offered w sold In 
tee United States or te U.S. Persons (as defined in Rule 902(k) under the Securities Act) 
unless they are regist^ed under the Securities Act or unless an exemption from 
registration is available. Accordingly, tee certificates representing tee Notes will bear a 
legend stating teat such Notes have rwt been registered under tee Securities Act and 
setting forth certain of tee restrictions on transfer of the Notes described herein. The 
purcteas^ understands teat tee Issuers have no obligation to register any of the Notes 
under the Securities Act or to comply with the requirements for any exemption horn the 
registration requirements of the Securfties Act (other than to supply infonmation specified 
in Rule 144A(d)(4) of the Securities Act as required by tee Indenture). 

(5) Qualified InstitutionBl Buyer, Insdtutional Accredited Investor or Non-U.S. Person &atus: 
Investment Intent. In the case of a purchaser who takes delivery of Notes in tee term of a 
Restricted Note, (a) it is a Qualified Institutional Buyer or, in respect of c^in Original 
Purchasers, an InsUtetional Accredited Investor, and (b) Is acquiring tee Notes frM* its own 
account for investment purposes and not write a view to the distribution thereof (except in 
accordance v^h Rule 144A). In the case erf a purchaser who takes delivery of Not^ in 
the form of a Regulation S Note, (a) it is not a U.S. Person (as defined In Rule 902(k) 
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under the Securities Act), (b) it is purc^sing such Notes fCH* its own ac(Xfunt and not fcK 
the account or benefit of a U.S. Person and (c) it understends that prior to the end of the 
DistribuQon Compliance Period, interests in a Regulation S Note may be held only 
through Eurodear Clearstream. 

(6) Purchaser Sophistication; Non^eliance; SuHabliity; Atxess to Infymation. The 
purchaser (a) has such knowledge and experience bi financial and business matters that 
die purchaser is capable of evaluating the merits and risks (including for tax. legal, 
regulatory, accountir^ and other finanda! purposes) of its prospective Investinent in the 
Notes, (b) is fir^ndaliy able to bear such ride, (c) in making such Investment is not relying 
on the advice <x recommendations of the Initial Purchaser, the Issuer, foe (^Issuer, the 
Cdlatera! Manager or any of their respective aftiRates {(^ any representative of any of the 
foregoing) arxi (d) has determined foat an investment In foe Notes Is suitable and 
apfx'opriate fw it. The purchaser has received, and has had an adequate opixxtunity to 
review foe contente of. this Offering Circuiar. The purchaser has had acc^s to such 
financial and ofoer infcx'mation concernir^ foe issuers and the Notes as it has deemed 
necessary to make its own Independent decision to purchase Notes, induding foe 
(^portunKy, at a reasonable time priw to its purchase of Notes, to ask questions and 
receive answers concerning foe Issuers and the terms and conditions of the offering of 
the Notes. 

(7) Certain Resale Limitations: Rule 144A. No Note (or any interest therdn) may be offered, 
sdd, pledged otherwise transferred to (a) a transferee acquiring a Restricted Note 
except (i) to a transferee whom foe seller reasonably believes is a Qualified institutional 
Buyer, purchasing for its own account, to whom notice is given that the resale, pledge or 
other transfer is teing made in reliance on foe exemption from foe registration 
requirements of the Securities Act provided by Rule 144A, (ii) to a transferee that is a 
Qualified Purchaser, (ill) to a transferee that is not a Flow-Through investment Vehicle 
(other than a Qualifying Investment Vehide), (iv) if such transfer is made in compliance 
with the certification (If any) and other requirements set forth in foe indenture and (v) If 
such transfer Is made in accordance with any applicable securities laws of any state of 
foe United States and any ofon' relevant jurisdiction or (b) a transferee acquiring an 
Interest in a Regulation S Note except (I) to a transferee foat is a non-U.S. Person 
acquiring such interest in an offshOTe transaction (within foe meaning of Regulation S) in 
accordance Rule 904 of Regulation S, (ti) if such transfer is made in compliarxre wfo 
foe certification (if any) and other requirements set forth In the Indenture and (ill) if such 
tiar^fer is made in accordance with any applicable securities iaws of any state of foe 
United States and any ofoer relevant jurisdiction. 

(8) Limited Liquidity. The purchaser understands foat foere Is no market for Notes and foat 
no assurance can be given as to foe liquidify of any trading market for Notes and that it is 
unifl<e!y foal a trading market for any of the Notes will develop. The purtfoaser forth®’ 
understands foat, although foe initial Purchaser may from time to time make a market in 
Notes, foe initial Purchaser Is under no obligation to do so and, following the 
commencement of any market-making, it may discontinue foe same at any time. 
Accordingly, foe purchaser must be prepared to hold Notes for an indefinite period of time 
or until their mafority. The purchaser further understands foat foe Not^ are limited- 
recourse obiigations of the Issuers, payable solely horn foe Collateral in accordance with 
foe Priority of Pa^ente, 
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(9) Investment Company Act. The purchaser either (a) te not a U.S, resident {v^in the 
meaning of the Inv^tment Company Act) or {b) Is a Qualified Purdiaser. The purchaser 
agrees ttiat no sale, pledge or other transfer of a Note («* any interest therein) may be 
made (m) unless such transfer is made to a transferee who. if a U.S. r^kfent (wittiin ttie 
meaning of die Invesbnent Company Act), is a Qualified Purchaser or (n) if such transfer 
would have die edect of requiring eith^ of the Issuei^ to register as an investment 
(ximpany under the investment Company Act. If the purchase is a U.S. resident dial is 
an entity that w)utd be an investment company but for the exception proNided for in 
Section 3(cK1) or Section ^cK?) of the Investment Company AsA (any such entity, an 
‘excepted investment company”): (x) all of the beneficial owners of outstanding 
securities (other dian short-term paper) of such entity (such benefidal owners determined 
In accordance Section 3(c)(1 )(A) of the Investment Company Act) that acquired such 
securities on or before April 30, 1998 fpre-amendment benefldai owners*); and (y) all 
pre-amendment beneficial owners of the outstanding securities (other than short-term 
paper) of any excepted investment con^any that, directly or Indirectly, owns any 
outstanding securities of such entity, have consented to such entity's treatment as a 
Qualified Purchaser In accordance with die Investment Company Act 

Each purchaser of a Restricted Note or an interest therein will be deemed to represent at 
die time of purchase that the purchaser is (a) a Qualified institutional Buyer (or, in respect 
of certain Original Purchasers, an Institutional Accredited Investor) and (b) a Qualified 
Purchaser. 

(10) Certifications Related to Tax Wl&iholding. The Purchaser understands that die Issu^ 
may require certification acceptable to It (a) to permit the Issuer to make payments to it 
without, or at a reduced rate of, wrtiiholdlng or (b) to enable the Issuer to qualify for a 
reduced rate of withholding in any jurisdiction from or through which the Issuer receives 
payments on its assets. The Purchaser agrees to provide any such certiftcatidn that is 
requested by the Issuer. 

(11) Tax Treatment. The Purchaser agrees by its acquisition of the Note or Notes that for 
purposes of U.S. federal income, state and local income and franchise tax and any odier 
Income taxes, It wili treat die Notes as Indebtedness of Issuer acknowledges that the 
Issuer will be treated as a corporation and diat the Preference Shares wiil be treated as 
equity in the issuer, and agrees to take no action inconsistent with such treatment, unless 
required by law. 

(12) ERISA. In the case of each purchaser of a Note either tiiat (I) it is not, and is not acting 
on behalf of, an employee benefit plan withto the meaning of Section 3(3) of ERISA diat 
is subjTCt to Title 1 of ERISA, a plan widiin die meaning of Section 4975(e)(1) of the Code 
that Is subject to Section 4975 of the Code, a governmental or diurch plan which is 
subject to any Federal, state or local law diat Is similar to the prohibited transactic^i 
provisions of Section 406 of ERISA or Section 4975 of the Code or an entity which is 
deemed to hold the assets of any such plan pursuant to 29 C.F.R. §2510.3-101, as 
modified by Section 3(42) of ERISA, or otherwise or (11) Its purchase and owiership of the 
Notes wiil not result in a non-exempt proHbHed transaction under Section 406 of ERISA 
or Section 4975 of the Code (or. In the rase of a governmental or church plan, a non- 
exempt violatton of any similar U.S. Federal, state or local law). 

(13) Limitations on Flow-Through Status. In the case of a purchaser that is a U.S. resident 
(within #18 meaning of the Investment Company Act), the purchaser represents that. 
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unless tfte pun:haser is a Qualifying Investment Vehicle, (a) if the purchaser vrould be an 
Investment o^npany but for the exception in Section 3(c)(1} or Set^on 3(c)(70 of the 
Investment Company Act, ttte amount of ttie purchaser's invesbnent in hie Notes and 
R-eference Shares does not exceed 40% of the total assets (determined on a 
conscHidated basis y^th Ite subsidiaries) of the purchaser; (b) no ^rson ovming any 
^uity or simBar interest in the purchaser has the ability to control any investment 
decisfon of the purchaser or to determine, on an Investment-by-investment basis, the 
amount of such person's contribution to any investment made by hie purchaser; (c) hie 
purchaser was not organized or reorganized for the specific purpose of acquiring Not^ 
or Preference Shares; and (d) no additiona! capital or similar contributions y«re 
spediUcafly sdicited from any person o\^!ng an equity or similar Interest In hie pun^as^* 
for hie purpose of enabling the purchaser to purchase Notes or Preference Shares (any 
such transferee In (a), (b), (c) or (d) above being herein referred to as a "Flow-Throueh 
invesfrnent Vehicle"). For this purpose, a ‘Qualifying Investment Vehicle* is an enhty 
as to y^ich all ctf the beneficial owners of any securities issued by such entity have 
made, and as to which (in accordance with the document pursuant to which such entity 
was organized or the agreement or other document governing such securities) each such 
beneficial owner must require any transferee of any such security to make, to the Issuer 
or the Issuers, as tiie case may be. and the Trustee and the Note Registrar (in the case 
of the Notes) or tiie Preference Shares Transfer Agent (in the case of the Preference 
Shares) each of the representations set frxih herein and in the Indenhjre and the 
Preference Share Paying Agency Agreement required to be made upon transfer of any of 
tile relevant Class of Notes or Prefermce Shares (with modifications to such 
representations satisfactory to the Issuer, the Co-Issuer, the Trustee, the Note Registrar 
and the Preference Share Transfer Agent (as apfrficabie) to reflect the indirect nature of 
the interests of such beneficial owners in su^ Notes or Preference Shares, if the 
purchaser is a Flow-Through Investment Vehicle, the purchaser represents and warrants 
that either (x) none of the beneficial owners of its securities are U.S. residents (within the 
meaning of the Investment Canpany Act) or (y) some or ail of the beneficial owners of its 
securities are U.S. residents (within the meaning of the Investment Company Act) and 
each such beneficial owner has certified to the purchaser that It is a Qualified Purchaser. 
If the purchaser Is a Flow-Through Investment Vehicle, the purchaser also represents 
and warrants that It has only one class of securities outstanding (other than any nominal 
share capital the distributions in respect of which are not correlated to or dependent upon 
distributions on. or the performance of, the Notes or PrefO’ence Shares). 

(14) Certain Transfers Void. In the case of a purchaser who takes delivery of Notes in the 
fc^ of a Restricted Note, the purchaser agrees that (a) any sale, pledge or other transfer 
of a Note (or any interest therein) made In vWation of the transfer restiictions contained 
in indenture and described herein, or made based upon any false or inaccurate 
representation made by the purchaser or a transferee to the issuer, the Co-Issuer, the 
Trustee or tiie Note Registrar will be void arwJ of no force or effect and (b) none of the 
Issuer, the Co-Issuer, the Trustee and the Note Registrar has any obligation to recc^nize 
any sale, pledge or other transfer of a Note (w any interest therein) made in woiation of 
any sudi transfer restriction or made based upon any sudi false or inaccurate 
representation. 

"Hie Indenhire provides that If, notvrfthstanding the restrictions on fransfer contained 
therein, eittier of the Issuers determines that any beneficial owner of a Restifcted Note (or 
any intaresl therein) (a) Is a U.S. Person and (b) fe not both a Qualified Instrhitionai Buyw 
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{or, in respect of certain Oilginal Purdtas^, an institutional Aa:red{ted Investor) and a 
Quaiitied Purchase, then either of the Issuers may tequire, by notice to such beneticia! 
owner, that such t^eflcial ovmer sell all of its right, title and interest to such Restiicted 
Note {<w Interest therein) to a person that is (I) a non-U.S. Person In a tiansfer for an 
interei^ in a Regulation S Note, or <B) both a Qualified Institutional Buyer and a Qualified 
Purchaser, wi^ su<^ sale to be effected within 30 days after notice of such sale 
requirement Is given, if such beneticial owner fails to efted the trar^fer requtied v^in 
such 30-day peiiod, (y) up<Hi direction from the Collateral Manager or tiie Issu^, tite 
Trustee, on behalf of and at the expense of the issuer, sfmil cause sudi benefidal 
owners interest in such Note to be transferred In a commercially reasonable sale 
(conducted by an investment bank Selected by the Trustee with ^e consent rtf the 
Cdiateral Manager in accordance with Section 9'610(b} of the Uniform Commercial Code 
as in effect in the Stete of New York as appTied to securities that are sold on a recognized 
market tiiat may decline speedily In value) to a person to whom such Note (or interest 
tiiereln) may be transferred In accordance with the transfer restrictions set forth in the 
Indenture and (z) pending such transfw, no further payments will be made in respect of 
such Note held by su^ beneficial owner. 

(15) Reliance on Representations, etc. The purchaser acknowledges that the Issuers, the 
Initial Purchaser and the Trustee wilt rely upon the truth and accuracy erf the foregoing 
acknowledgments, representations and agreements and agrees that, if any of the 
acknowledgments, representations or warranties made or deemed to have been made by 
It in connection with its purchase of Notes are no longer accurate, the purchaser will 
promptly notify the Issuers, the Initial Purchaser and the Trustee. 

(16) Cayman Isiands. The purchaser Is not a memter of the public in the Cayman Islands. 

(17) USA PATRIOT Act To the extent applicable to the Issuers, the Issuers may impose 
additional transfer restrictions to comply the USA PATRIOT Act and other similar 
laws or regulations, and each beneficial owner of a Note is deemed to have agreed to 
comply with such transfer reslricttons. The Issuers shall notify the Trustee, the Note 
Registrar and the Share Registrar of any such restrictions. 

(18) Legend for Notes. The purchaser und^tands and agrees that a legend in substantially 
foe following form will be placed on each certificate representing any Regulation S Global 
Note: 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES 
ACT OF 1933, AS AMENDED (THE "SECURITIES ACT), OR THE SECURITIES LAWS OF 
ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION. AND MAY BE 
RESOLD. PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHICH 
TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM OF A 
RESTRICTED NOTE AND WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED 
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES 
ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT. TO WHOM NOTICE IS GIVEN 
THAT THE RESALE. PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON 
THE EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR 
(2) TO A NON-U.S. PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH 
RULE 904 OF REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN 
COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN 
THE INDENTURE REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY 
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APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES AND ANY 
OTHER RELEVANT JURISDICTION. 

NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT 
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACr). NO 
TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF 
THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. 
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A 
•QUALIFIED PURCHASER" AS DEFINED IN SECTION 2(a){51)(A) OF THE INVESTMENT 
COMPANY ACT AND RELATED RULES, A "KNOWLEDGEABLE EMPLOYEE" WITH RESPECT 
TO EITHER OF THE ISSUERS (WITHIN THE MEANING OF RULE 3c-6 UNDER THE 
INVESTMENT COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS 
IS A QUALIFIED PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A 
•QUALIFIED PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN 
THE FORM OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT 
OF REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY 
UNDER THE INVESTMENT COMPANY ACT OR (C) OTHER THAN IN THE CASE OF A 
TRANSFEREE WHO ACQUIRES AN INTEREST IN A REGULATION S GLOBAL NOTE AFTER 
THE END OF THE DISTRIBUTION COMPLIANCE PERIOD IN AN OFFSHORE TRANSACTION 
EFFECTED IN ACCORDANCE WITH RULE 904 OF REGULATION S, SUCH TRANSFER 
WOULD BE MADE TO A TRANSFEREE WHO IS A U.S, RESIDENT THAT IS A FLOW- 
THROUGH INVESTMENT VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE 
(EACH AS DEFINED IN THE INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR 
INTEREST HEREIN) IN THE FORM OF A RESTRICTED NOTE. 

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE 
(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S. 
RESIDENT AND IS (A) A DEALER DESCRIBED IN PARAGRAPH (a)(1)(ll) OF RULE 144A 
WHICH OWNS AND INVESTS ON A DISCRETIONARY BASIS LESS THAN U.S.$25,000,000 IN 
SECURITIES OF ISSUERS THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B) 
A PLAN REFERRED TO IN PARAGRAPH (aH1)(i)(D) OR (a)(1)(l)(E) OF RULE 144A OR A 
TRUST FUND REFERRED TO IN PARAGRAPH (a)(1)(l){F) OF RULE 144A THAT HOLDS THE 
ASSETS OF SUCH A PLAN, UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE 
PLAN ARE MADE SOLELY BY THE FIDUCIARY, TRUSTEE OR SPONSOR OF SUCH PLAN. 

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND 
WARRANT THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN 
WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE 
PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 
OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH 
PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF 
ERISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL 
NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF 
ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR 
CHURCH PLAN, A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL, 
STATE OR LOCAL LAW). 
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EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE 
REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND. ■ 

THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY NOT BE HELD AT ANY TIME BY 
A U.S. PERSON WHO IS NOT A QUALIFIED PURCHASER. THIS NOTE OR ANY BENEFICIAL 
INTEREST HEREIN MAY BE TRANSFERRED TO A PERSON WHO TAKES DELIVERY IN THE 
FORM OF AN INTEREST IN A RESTRICTED NOTE OR (IN CERTAIN LIMITED 
CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE CASE OF AN INTEREST IN A 
RESTRICTED GLOBAL NOTE) IN ACCORDANCE WITH APPLICABLE PROCEDURES (AS 
DEFINED IN THE INDENTURE) AND. (IN THE CASE OF A DEFINITIVE NOTE) UPON 
RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER CERTIFICATE BY THE 
TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE FORM SPECIFIED IN THE 
INDENTURE. 

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER 
GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN 
ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500,000 OR INTEGRAL 
MULTIPLES OF U.S.$1 ,000 IN EXCESS THEREOF. 

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL 
TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER 
SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES 
TO COMPLY WITH SUCH TRANSFER RESTRICTIONS. 

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE 
DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS 
NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY 
WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE 
PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE 
REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE 
TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A 
REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER 
WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE 
OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET 
SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS 
OF THE REPRESENTATIONS, WARFIANTIES AND COVENANTS SET FORTH IN THIS 
LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH 
TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE 
JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL 
INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY 
TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE 
INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AS INITIO. AND WILL 
NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING 
ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY 
INTERMEDIARY. 

The purchaser understands and agrees that a legend in subslanitally the following forth will be 
placed on each certificate representing any Restricted Global Note: 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES 
ACT OF 1933, AS AMENDED (THE -SECURITIES ACr), OR THE SECURITIES LAWS OF 
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ANY STATE OF, THE UNITED STATES OR ANY OTHER JURISDICTION. AND MAY BE 
RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHOM 
THE SELLER REASONABLY BELIEVES IS A "QUALIFIED INSTITUTIONAL BUYER" WITHIN 
THE MEANING OF RULE 144A UNDER THE SECURITIES ACT {"RULE 144A"), PURCHASING 
FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR 
OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM 
SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (2) TO A NON-U.S. 
PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF 
REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE 
WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE INDENTURE 
REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES 
LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER RELEVANT 
JURISDICTION. 

NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT 
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACr). NO 
TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF 
THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. 
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A 
"QUALIFIED PURCHASER" AS DEFINED IN SECTION 2(a)(51){A) OF THE INVESTMENT 
COMPANY ACT AND RELATED RULES, A "KNOWLEDGEABLE EMPLOYEE" WITH RESPECT 
TO THE ISSUER (WITHIN THE MEANING OF RULE 3oS UNDER THE INVESTMENT 
COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS IS A QUALIFIED 
PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A "QUALIFIED 
PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM 
OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT OF 
REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY 
UNDER THE INVESTMENT COMPANY ACT OR (C) SUCH TRANSFER WOULD BE MADE TO 
A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW-THROUGH INVESTMENT 
VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED IN THE 
INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE 
FORM OF A RESTRICTED NOTE. 

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE 
(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS (A) A 
DEALER DESCRIBED IN PARAGRAPH (3)(1 )(il) OF RULE 144A WHICH OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN U.S.$25,000,000 IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B) A PLAN REFERRED TO IN 
PARAGRAPH (a)(1)(l)(D) OR (a)(1)(i)(E) OF RULE 144A OR A TRUST FUND REFERRED TO 
IN PARAGRAPH (a)(1)(l){F) OF RULE 144A THAT HOLDS THE ASSETS OF SUCH A PLAN, 
UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE SOLELY BY 
THE FIDUCIARY. TRUSTEE OR SPONSOR OF SUCH PLAN. 

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND 
WARRANT THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN 
WHICH IS SUBJECT TO WY FEDEF1AL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE 
PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 
OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH 
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PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF 
ERISA. OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WIU 
NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF 
ERISA OR SECTION 4975 OF THE CODE (OR. IN THE CASE OF A GOVERNMENTAL OR 
CHURCH PLAN. A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL. 
STATE OR LOCAL LAW). 

EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE 
REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND. 

THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY BE TRANSFERRED TO A 
PERSON WHO TAKES DELIVERY IN THE FORM OF AN INTEREST IN A REGULATION S 
NOTE OR (IN CERTAIN LIMITED CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE 
CASE OF AN INTEREST IN A REGULATION S GLOBAL NOTE) IN ACCORDANCE WITH 
APPLICABLE PROCEDURES (AS DEFINED IN THE INDENTURE) AND (IN THE CASE OF A 
DEFINITIVE NOTE) UPON RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER 
CERTIFICATE BY THE TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE 
FORM SPECIFIED IN THE INDENTURE. 

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER 
GIVING EFFECT TO THE TRANSFER. THE TRANSFEREE IS HOLDING A NOTE WITH AN 
ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500.000 OR INTEGRAL 
MULTIPLES OF U.S.$1.000 IN EXCESS THEREOF. 

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL 
TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER 
SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES 
TO COMPLY WITH SUCH TRANSFER RESTRICTIONS. 

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE 
DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS 
NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY 
WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE 
PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE 
REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE 
TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A 
REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER 
WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE 
OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET 
SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS 
OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS 
LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH 
TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE 
JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL 
INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH, ANY 
TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE 
INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AB INITIb, AND WILL 
NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING 
ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY 
INTERMEDIARY. 
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IF. NOTWITHSTANDING THE RESTRICTIONS SET FORTH IN THIS NOTE OR THE 
INDENTURE. EITHER OF THE ISSUERS DETERMINES THAT ANY HOLDER OF THIS 
RESTRICTED NOTE OR AN INTEREST HEREIN (1) IS A U.S. PERSON AND (I!) IS NOT BOTH 
A QUALIFIED INSTITUTIONAL BUYER (OR. IN RESPECT OF CERTAIN ORIGINAL 
PURCHASERS. AN INSTfTUTIONAL ACCREDITED INVESTOR) AND A QUALIFIED 
PURCHASER. THE ISSUERS SHAU REQUIRE. BY NOTICE TO SUCH HOLDER. AS THE 
CASE MAY BE. THAT SUCH HOLDER SELL ALL OF ITS RIGHT. TITLE AND INTEREST TO 
THIS NOTE (OR INTEREST HEREIN) TO A PERSON THAT IS (1) A NON-U.S. PERSON IN A 
TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) A QUALIFIED 
INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER. WITH SUCH SALE TO BE 
EFFECTED WITHIN 30 DAYS AFTER NOTICE OF SUCH SALE REQUIREMENT IS GIVEN. IF 
SUCH HOLDER FAILS TO EFFECT THE TRANSFER REQUIRED WITHIN SUCH 30-DAY 
PERIOD. p() UPON WRITTEN DIRECTION FROM THE COLLATERAL MANAGER OR THE 
ISSUER. THE TRUSTEE SHALL, AND IS HEREBY IRREVOCABLY AUTHORIZED BY SUCH 
HOLDER TO. CAUSE ITS INTEREST IN THIS NOTE TO BE TRANSFERRED IN A 
COMMERCIALLY REASONABLE SALE (CONDUCTED BY AN INVESTMENT BANK 
SELECTED BY THE TRUSTEE WITH THE CONSENT OF THE COLLATERAL MANAGER IN 
ACCORDANCE WITH SECTION 9-610(b) OF THE UCC AS APPLIED TO SECURITIES THAT 
ARE SOLD ON A RECOGNIZED MARKET OR THAT MAY DECLINE SPEEDILY IN VALUE) TO 
A PERSON THAT CERTIFIES TO THE TRUSTEE. THE ISSUERS AND THE COLLATERAL 
MANAGER, IN CONNECTION WITH SUCH TRANSFER. THAT SUCH PERSON IS (1) A NON- 
U.S. PERSON IN A TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) BOTH 
A QUALIFIED INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER, AND (Y) PENDING 
SUCH TRANSFER, NO FURTHER PAYMENTS WILL BE MADE IN RESPECT OF THE 
INTEREST IN THIS NOTE, AND THE INTEREST IN THIS NOTE SHALL NOT BE DEEMED TO 
BE OUTSTANDING FOR THE PURPOSE OF ANY VOTE OR CONSENT OF THE 
NOTEHOLDERS. 

Investor RepfesentaHons on Resale . Except as provided In the remainder of ttils paragraj^. 
each transferee of a Note vriil be required to deliver to the Issuers, the Trustee and the Note Regisb^r a 
duly executed transferee certificate In the form of the relevant exhibit attached to the Indenture and such 
other certificates and other information as the Issuer, the Co-Issuer, the Trustee or the Note Registrar 
may reascmably require to confirm tfiat the proposed transfer complies with the transfer restrictions 
contained In this Offering Circular. An owner of a beneffctal interest in a Regulation S Global Note may 
transfa* such interest in die form of a beneficial interest in such Regulation S Global Note without the 
pTON^sion of written certification, provided that such transfer Is not made to a U.S. Person or for the 
account or ben^rt of a U.S. Person and is effected, (Kior to the expiration of the Distribution Comi^lance 
Period, through Eurc^Iear or Clearstream ch*. after the expiration of the Distribution Compliance Period, 
ttimugh a clearing system other than Euroclear or Clearstream. In an o^hore transaction as reqt.Hred by 
Regulation S arxl only in accwdance with the Applicable Procedures. An owner of a beneficiai intei^ In 
a Restricted Gtobal Note may dansfer such Interest in the form of a beneficial interest in such Restilcted 
Globa! Note witiiout the fxovision of written certiffcatlon if the Transferee is a Quairffed Institutional Buyer 
that Is also a Qualified Purchaser. 

Pursuant to suc^ transferee certificate, (a) the transferee wiil acknowledge, represent to and 
agree the issuers, the Trustee and the Note Registrar as to the matters set forth in each of 
paragraphs (1) throi^h (16) abo\^ (other than paragraphs (5), (6) and (8) above) as if eac^ reference 
ttierein to 'the purchase* w^e Instead a reference to die transferee and (b) fur^er represente to and 
agrees with die Issuers, die Trustee and the Note Registrar as foflows: 
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<1 ) In the case of a transferee v^o takes delivery of Restricted Notes, It (a) is a U.S. Person 
that is both (i) a Qualified Institutional Buyer and <ii) a Qualified Purt^aser: {b} it wHi 
provide witlen rrotice of foregoing, and of any apprtcable restrictions on transfer, to 
any transferee; (c) is avrare that the sale to it is being made in reliance cm Rule 144/^ 
and (d) Is acquiring such Notes for tis own account. In tiie case of a b'ansferee w4k) 
takes ddlv^ of Regulation S Notes, It (u) is a non>U.S. Person acquiring suc^ Notes in 
an offshore transaction in accordance vrith Rule 904 of Regulation S, (v) is acquiring such 
Notes fOT its own account, (w) is not acquiring, and has not entered into any dtecu^ions 
regarding its acquisition of, such Notes while it Is in the United States or any of its 
tenitories or possessions, (x) understands tiiat such Notes are being sold lArithout 
registration under the Securities Act by reason of an exemption that depends, in p^. on 
ttie acxiuracy of these representations, (y) understands that such Notes may not, absent 
an applicalMe exemption, be transferred wfttiout registratbn and/or qualification under the 
Securit!^ and applicable state securities iaws and the laws of any otiier applicable 
jurisdiction, and (z) understands that prior to tiie end of the Distribution Compliance 
Period, interests in a Regulation S Global Note may only be held tiirough Euroclear or 
Ctearstream. 

(2) It acknowledges that the foregoing acknowledgements, representations and agre^ents 
will be relied upon by the Issuers, the Trustee and the Note Registrar for the purpose of 
determining its eligibility to purchase Notes. 11 agrees to provide, if requested, any 
additional Information that may be required to substantiate its status as a Qualified 
institutional Buyer or under the exception (xovided pursuant to Section 3(c)(7) of the 
Investment Company Act, to determine compliance with ERISA and/or Section 4975 of 
the Code or to otherwise determine its eligibility to purchase Notes. 

Transfer Restrictions Applicable to the Preference Shares 

Investor Reoresenla^ons on Original Purchase . The Original Purchaser of Preference Shares 
wffi be required to acknowledge, represent to and agree v^th toe Issu^ as follows: 

(1) No Governmental Approval. The purchaser understands that the Preference Shares 
have not been approved or disapproved by toe SEC or any other governmental authority 
or agency of any jurisdiction, nor has the SEC or any otoer governmental authority or 
agency passed upon toe accuracy or adequacy of this Offering Circular. Any 
re{»'esentation to the contrary is a criminal offense. 

(2) CertiRcatfon Upon Transfer. If required by the Preference Share Paying Agency 
Agreement, the purchaser will, prior to any sale, pledge or other transfer by it of any 
FTeference Shares (or any Inters! therein), obtain from the transferee and deliver to the 
Issuer and the Preference Share Registrar a duly executed transferee certificate 
addressed to each of the Administrator or tire Issuer in the form of toe relevant exhibit 
attached to the Preference Share Paying Agency Agreement and such other c^tiflcates 
and otoer infonnation as the Issuer or the Preference Share Registrar may reasonaWy 
require to confirm toat the proposed transfer substantially complies with toe transfer 
restrlcto}ns contained in this Offering Circiriar and toe Preference Share Paying Agency 
Agreement. 

(3) Minimum Lots and Original Capital ContribuOons; Form of Preference Shares. The 
purchaser agrees toat no Preference Shares (or any interest therein) may be sold, 
pledged or otherwise transferred unless such transfer is done In minimum lots of 200 
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shares. In addition, ttie purchaser understands that Rule 144A FYeference Shares will be 
issued In fully registered, definitive fcwm and vwl! be transferable only by delivery of the 
certificates r^)resenting such Prefwence Shares. 

(4) Seojnties Law Umitations on Rasale. The purc^ser understands that the Preference 
Shares have not been registered under the Securities Act and. thwefore, cannot be 
offered or sold In the United States or to U.S. Persons (as defined in Rule 902(k) 
promulgated under toe Securifies Act) unless they are registered under toe Securities 

or unless an exemption from registration is available. Aca)rding}y, toe certificates 
representing the Preference Shares vvii! bear a legend stating that such Preference 
Shares have not been registered under toe Securities Act and setting forth certain of toe 
restocHorra on transfer of toe Preference Shares described hwein. The pui^aser 
understands that toe Issuer has no obligaUon to register any of the Preferwice Shar^ 
under toe Securities Act or to comply with toe requirements for any exwnption from toe 
registration requirements of the SecuriUes Act (other than to supply informafexi specified 
in Rule 144A(d)(4) of toe Securities Act as required by the Preference Share Paying 
Ageru^ >^reement). 

(5) Qualifiad InsOtuOonal Buyer, InsOtuUonal Accredited investor or Non-U. S. Person Status; 
/nwsfmeof Intent. In the case of a purchaser who takes delivery of Rule 144A 
Fhetorence Shares, it is (a) a Qualified Institutional Buyer or, in respect of certain Original 
Purchasers, an Instrtutional Accredited Investor, and (b) is acquiring the Preference 
Shares for its own account for investment purposes and not with a view to toe distribution 
toereof (except in accordance with Rule 144A). In the case of a purchaser who takes 
delivery of Regulation S Global Preference Shares, (a) it Is not a U.S. Person (as defined 
in Rule 902(k) under the Securities Act), (b) it is purchasing such Preference Shares for 
its own account and not for toe account or benefit of a U.S. Person and (c) it understands 
that prior to the end of toe Distribution Compliance Period, interests In a Regulation S 
Global Preference Share may only be held through Eurodear or Clearstream. 

(6) Purchaser Sophistication: Non-Reliance: Suitability; Access to Information. The 
purchaser (a) has such knowledge and experience in financial and business matters that 
toe purchaser is capable of evaluating the merits and risks (including for tax, legal, 
regulatory, accounting and other financial purposes) of its prospective investment in 
Preference Shares, (b) is financially able to bear such risk, (c) in making such investment 
is rtot relying on the advice or recommendations of the issuer, the Coilalera) Manager or 
any of their respective affiliates (or any representative of any of toe foregoing) and (d) 
has determined that an investment In Preference Shares Is suitable and appropriate for it. 
The purchaser has received, and has had an adequate opportunity to review toe ccmtents 
of, this Offering Circular. The purchaser has had access to such financial and other 
Information concerning the Issuer, toe Preference Shares as It has deemed necessary to 
make Its own Independent decision to purchase Preference Shares. Including the 
oftoortunity, at a reasonable fime prior to its purchase of Preference Shares, to ask 
questions and receive answers concerning the Issuer and toe terms and cond^cms of toe 
offering of toe f^eference Shares. 

(7) Certain Resale Limitations; Rule 144A. No Preference Shares (or any Interest therein) 
may be offered, sold, pledged or otherwise transferred to (a) a transferee acquiring Rule 
144A Preference Shares except (aKI) to a transferee whom toe seller reasonably 
believes Is a Qualified Institutional Buyer, purchasing for its own account, to vitoom qotice 
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Is given that the resale, pledge or other transfer is beir^ made In reliance on die 
exemption from die regtetration requirements of the Seoirlties Ac^ proinded by Rule 
144A, (ii) to a transfers diat Is- a Qualified Purchaser, (Hi) to a transferee diat Is nc^ a 
Flow-Through Invesdnent Vehicle (other dian a Qualif^ng Investment Vehicle), (iv) if 
such transfer is made in <x)mpnafKe with the certification (if any) and odier requir^ents 
set forth in the Issuer Charter and (v) if s«d> transfer Is made in accordance vwdi any 
appik^ble secuiW^ laws of any state of the United Stetes and any (^her relevant 
Jurisdiction or (b) a dansferee acquiring an interest In a Regulation S Global Fh-eference 
Share exc^t (I) to a transferee that te a nor>-U.S. Person acquding sudi inter^t in an 
of^hore transaction (^diiri the meaning of Reguiadon S) in accordance widi Rule 904 of 
Regulation S, (ii) to a transferee (other d^n any transferee who acquires an inters In a 
R^ulation S Glcrijat Preference Share after the end of the CKstribution CompliarH^e 
Period in an offshore transaction In accordance v4th Rule 904 of Regulation S) that is not 
a U.S. resident (within the meaning of the Investment Company Act) unless such 
transferee is a Qualified Purchaser. (Hi) to a transferee (other than any transferee who 
acquires an interest in a Regulation S Globai Preference Share after the end of the 
Oistiibution Compilance Period in an offsixxe transaction in accordance with Rule 904 of 
Regulatlcxi S) that is not a U.S. resident (within the meaning of the Investment Company 
Act) or a transferee that is not a Flow-Thraugh Investment Vehicle (other than a 
Qualifying Investment Vehicte), (iv) if such transfer is made in compliance the other 
requirements set forth in the Issuer Charter and (v) if such transfer is made in accordance 
widi any applicable securities laws of any state of the United States and any other 
relevant jurisdiction. 

(8) Limited Liquidity. The purchaser understends that there is no madret for Preference 
Shares and that no assurance can be givwi as to the liquidity of any trading maricet for 
Preference Shar^ and that It is unlikely that a trading market for any of die Preference 
Shares will develop. Accordingly, the purchaser must be prepared to hold Preference 
Shares for an Indefinite period of time or unU their maturity. 

(9) Investment Company Act The purchaser either (a) is not a U.S. resident (within the 
meaning of the Investment Company Act) or (b) Is a Qualified Purchaser. The purchaser 
agrees that no sale, pledge or other transf^ of Preference Shares (or any Interest 
therein) may be made (a) unless such dansfer is made to a transferee who, if a U.S. 
resident (within the meaning of the Invesdnent Company Act), is a Qualified Purchaser or 
(b) If such transfer would have the elTect of requiring the Issuer ex' the Collateral to 
register as an investment company under die investment Company Act. If the purchaser 
is a U.S. resident that is an entity that would be an investment company but for the 
exception fxovided for In Section 3(c)(1) or Section 3(c)(7) of the Investment Company 
Act (any such entity, an "excepted invesdnent company"}: (x) all of the beneficial owners 
of outstanding securities (other than short-temi paper) of such entity (such beneficial 
owners determined in accordance with Sectfon 3(c)(1)(A) of the Investment Company 
Act) that acquired such s^urities on or before April 30, 1996 ("pre-amendment benefidal 
owners"}; and (y) all pre-amendment beneficial owners of the outstanding securities 
(odier than short-term paper) of any excepted investment company that, directly or 
indireedy, owns any outstanding securities of suc^ entity, have consented to such envy's 
treatment as a Qualified Purchaser di accwdance with the Invesdnent Company ^ 

(10) Cerdficadons Related to Tax Withtic^ding. The purchaser understands diat the Issuer 
may requH'e certification acceptable to It (a) to permit the issuer to make payments to it 
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wittiout, or at a reduced rate of, withholdirtg ot (b) to enable the i^uer to qualify fc»‘ a 
reduced rate of withholding in any jurisdiction from or through which the Issu^ receives 
paimients on its asseto. The purchaser agrees to provide any such certification ttiat Is 
requested by the issuer. 

(11) Tax Tmatmant The pujx^aser agrees by acquisition of PrefererKje Shares that it 
acknowledges that the Issuer vril! be treated as a corjxHBtlon and that the Prefi^wice 
^ares imtl be freat^ as equity In the Issuer, and agrees to take no action ino^nsistent 
wth such treafrnent, unless required by law. 

(12) ERISA. No Fh'eference Share may be purchased (»- transferred to, on behalf of or using 
the assets of (1) an employee benefit plan subject to Title I of ERiSA or a plan sut^ect to 
Section 4975 of the U.S. Int^al Revenue Code of 1986, as amended (toe "Code") 
(each su<to plan, an "EfUSA Plan"): (ii) a collective Investment ftind, separate accourt or 
other entity v^se underlying assets are treated as "Plan Assets" of an ERISA Plan 
under U.S. Department of Labor Regulation Section 2510.3-101 (a "Benefit Plan 
investor”); (iii) a p^son acting on behalf of an ERISA Plan or; or (iv) unless none of its 
assets ccMjto be deemed to include "Plan Assets' subject to Title I of ERISA or Se^ion 
4975 of toe Code, any other Benefit Plan Investor. 

(13) UmHatlons on Flow-Through Status. The purchaser represents that, unless toe 
purchaser is a Quailfying investment Vehide, (a) if toe purchaser would be an investment 
cx^pany but for the exception In Section 3(cX1) or Section 3(c)(7) of the Investment 
Company Act, the amount of the purchases investment in the Preference Shares does 
not exceed 40% of the total assets (determined on a consolidated basis with its 
subsidiaries) of the purchaser, (b) no person owning any equity or similar interest In the 
purchaser has toe ability to control any investment decision of the purchaser or to 
determine, on an investment-by-lnvestm^t basis, toe amount of such person’s 
contribution to any Investment made by toe purchaser; (c) toe purchaser was not 
organized or reorganized for the specific purpose of acquiring Pretorence Shares; and (d) 
no additional capital or similar conblbutions were specifically solicit.ed from any person 
owning an equity or similar interest in toe purchaser for toe purpose of enabling the 
purchaser to purchase Preference Shares (any such entity In (a), (b), (c) or (d) above 
b^ng herein referred to as a "Flow-Through investment Vehicle"). For this purpose, a 
"Qualifying Investment Vehicle" is an entity as to which all of the beneficiat owners of any 
securities issued by such entity have made, and as to which (in accordance with toe 
document pursuant to which such entity was organized or the agreement or c^er 
document governing such securities) eatto such beneficial owner must require any 
transferee of any such security to make, to the Issuer and the Preference Share Registrar 
each of the representations set forto herein and In toe Preference Share Paying /^ency 
Agreement required to be made upon transfer of any Preference Shares. If toe 
purchaser Is a Flow-Through Investment Vehicle, the purchaser represents and warrants 
toat either (a) none of the beneficial owners of its securities are U.S. residents (within toe 
meaning of the Investment Company Act) or (b) some or all of toe beneficial ovmers of ito 
secxjrities are U.S. residents (within the meaning of the Investment Company Act) and 
each su<to benefidal owner has certified to the purchaser toat it is a Qualified Purchaser. 
If the puntoaser is a Fiow-Through Investment Veh'icte, toe purchaser al«> represents 
and wanaints toat i has only one class of securities outstanding (other toan any nominal 
share capital toe dlstobutions in respect of which are not correlated to or dependent upon 
distributions on, or the performance of. the Preference Shares). 
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(14) Umitation on Sales of Preference Shares to Reg Y InsUhiSons. No Reg Y Instiftitkm may 
trensfer any Pref^ence Shares (raid by H to any person ottter tttan (a) a person or group 
of persons und^ common control that controls die issu^ without reference to any 
Preference Shares transfwred to such person or group by such Reg Y Institution (a 
"Controlling Party"), (b) a p«son or persons designated by a Controlling Party, (c) in a 
widespread public disWbution as part of a pubifc offering, (d) in arrwunts sirch that, aftw 
gMng etf^t bi^eto, no sir^ie transferee and its affiliates wii! hold mOTe than 2% of the 
aggregate number of Preference Shares (iiKluding all options, warrants and similar rights 
exercisable or convertible into Preference Shares) or (e) as obierwfse p^mifted by 
applicable U.S. Federal banking law and regulations. 

(15) Certain frensfere Vo/d. In the case erf a purchaser who takes delivery of Preference 
Shares in the form of a Rule 144A Preference Share, die pur^aser agp'ees that (a) any 
sale, pledge or oth^ transfer of a Preference Share (or any interest therein) made In 
violation of the transfer restrictions contained in Preference Share ^ency Agreement 
and desc^bed herein, or made based upon any false or inaccurate re^esentation made 
by the purchaser or a transferee to the Issuer, the Co-Issuer, the Trustee or die Note 
RegtedBr wrill be void and of no force or effect and (b) none of the Issuer, the Co-issuer, 
die Trustee and the Note Registrar has any obligation to recognize any sate, pledge or 
other d'ansfer of a Preference Share (or any interest therein) made in violation of any 
such transfer restriction or made based upon any such false ex’ inaccurate representation. 

The Preference Share Agency Agreement provides that if. notwithstanding the 
restrictions on transfer contained therein, either of the issuers detemiines that any 
beneficial owner of a Rule 144A Preference Share (or any interest therein) (a) is a U.S. 
Person and (b) is not both a Qualified Institutionat Buyer (or, in respect of certain Original 
Purchasers, an Institutional Accredited investor) and a Qualified Purchasw*, then either of 
the Issuers may require, by notice to suerfi benefidai owner, that such beneficial owner 
sell all of its right, title and interest to such Rule 144A Preference Share (or Interest 
therein) to a person that is ({) a non-U.S. Pereon In a transfer for ah interest in a 
Reguiation S Global Preference Share, or (ii) both a Qualified Institutional Buyer and a 
Qualified Purchase, with such sale to be effected within 30 days after notice of such sale 
requirement is given. If such beneficial own^ falls to effect the transfer required within 
such 30-day period, (y) upon direction from the Collateral Manager or the Issuer, the 
Trostee, on behalf of and at the expense erf the Issuer, shall cause such beneficial 
owner's interest in such Preference Share to be transferred in a commercially reasonable 
sale (conducted by an investment bank selected by the Trustee with the consent of tee 
Collateral Manager in accordance with Section 9-610(b) of tee Uniform Ccmimerciai Code 
as in effect in tee State of New York as applied to securities teal are sold on a recognized 
market or teat may decline speedily in value) to a person to whom such Preference 
Share (or Interest therein) may be transferred in accordance with tee transfer restrictions 
set forth in the R'eferenca Share Agency ^reement and (z) pending such transf^, no 
furteer payments will be made in respect of such Prefwence Share held by such 
beneficial owner. 

(16) Reliance on Representations, etc. The purcteaser acknowledges that tee Issu^ and tee 
Trustee will rely upon tee truth and accuracy of the foregoing acknov^edgments, 
representattons and agreemente and agrees teat, if any of the acknoinrfedgmente, 
representations ex' vrerranties made ex’ deemed to have been made by it in conn^ion 
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with ite purchase of Preference Shares are no longer accurete, the {HJix^aser virili 
promptly no% the Issuer and die Tnjstee. 

(17) Cayman Islands. The purchaser is not a member of the public In the Cayman Islands. 

(18) USA PATRIOT Act. To the extent applicable to Uie Issu®-, the Issuer may ioHnse 
additional transfer restrictions to comply with die USA PATRIOT Act and otiier similar 
laws or r^uiatiom, and each benefidai owner of a Prefermce Share Is deemed to have 
agreed to com^^ witti such transfer restrictions. The Issuw shall notify the Trustee, die 
Note Regisdar and toe Share Registrar of any such restnctions. 

(19) Legend fyr Prefarenca Sharas. The purchaser understands and agrees toat a legend In 
substantially toe following fcvm will be placed on each certificate representir^ any 
Fh-efwence Shares: 

THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE 
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES 
ACr). OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY 
OTHER JURISDICTION, AND MAY BE RESOLD. PLEDGED OR OTHERWISE TRANSFERRED 
ONLY (AK1) TO A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED 
INSTITUTIONAL BUYER’ WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES 
ACT ("RULE 144A"). PURCHASING FOR ITS OWN ACCOUNT. TO WHOM NOTICE IS GIVEN 
THAT THE RESALE. PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON 
THE EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR 
(2) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION 
S UNDER THE SECURITIES ACT ("REGULATION S"). (B) IN COMPLIANCE WITH THE 
CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER CHARTER 
REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES 
LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER APPLICABLE 
JURISDICTION. THE ISSUER HAS NOT BEEN REGISTERED UNDER THE INVESTMENT 
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACr). NO 
TRANSFER OF THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST 
HEREIN) MAY BE MADE (AND NEITHER THE ISSUER NOR THE PREFERENCE SHARE 
REGISTRAR WILL RECOGNIZE ANY SUCH TRANSFER) IF (A) SUCH TRANSFER WOULD 
BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT (WITHIN THE MEANING OF THE 
INVESTMENT COMPANY ACT) THAT IS NOT (I) A "QUALIFIED PURCHASER" AS DEFINED 
IN THE INVESTMENT COMPANY ACT. (II) A “KNOWLEDGEABLE EMPLOYEE" WITH 
RESPECT TO THE ISSUER WITHIN THE MEANING OF RULE 3c-5 UNDER THE 
INVESTMENT COMPANY ACT OR (III) A COMPANY BENEFICIALLY OWNED EXCLUSIVELY 
BY ONE OR MORE “QUALIFIED PURCHASERS" AND/OR "KNOWLEDGEABLE EMPLOYEES" 
WITH RESPECT TO THE ISSUER. (B) SUCH TRANSFER WOULD HAVE THE EFFECT OF 
REQUIRING THE ISSUER OR THE COLLATERAL TO REGISTER AS AN INVESTMENT 
COMPANY UNDER THE INVESTMENT COMPANY ACT. (C) SUCH TRANSFER WOULD BE 
MADE TO A TRANSFEREE THAT IS A U.S. RESIDENT WHICH IS A FLOW-THROUGH 
INVESTMENT VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS 
DEFINED IN THE ISSUER CHARTER) OR (D) SUCH TRANSFER WOULD BE MADE TO A 
PERSON WHO IS OTHERWISE UNABLE TO MAKE THE CERTIFICATIONS AND 
REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER CERTIFICATE 
ATTACHED AS AN EXHIBIT TO THE PREFERENCE SHARE PAYING AGENCY AGREEMENT 
REFERRED TO HEREIN. ACCORDINGLY. AN INVESTOR IN THIS PREFERENCE SHARES 
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MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE INVESTMENT FOR AN 
INDEFINITE PERIOD OF TIME. 


NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO. ON BEHALF OF 
OR USING THE ASSETS OF (I) AN EMPLOYEE BENEFIT PLAN SUBJECT TO TITLE 1 OF 
ERISA OR A PLAN SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE 
OF 1986, AS AMENDED (THE 'CODE*) (EACH SUCH PLAN. AN "ERISA PLAN"); (11) A 
COLLECTIVE INVESTMENT FUND. SEPARATE ACCOUNT OR OTHER ENTITY WHOSE 
UNDERLYING ASSETS ARE TREATED AS “PLAN ASSETS' OF AN ERISA PLAN UNDER 
U.S. DEPARTMENT OF LABOR REGULATION SECTION 2510.3-101 (A 'BENEFIT PLAN 
INVESTOR'); (III) A PERSON ACTING ON BEHALF OF AN ERISA PLAN OR; OR (IV) UNLESS 
NONE OF ITS ASSETS COULD BE DEEMED TO INCLUDE 'PLAN ASSETS' SUBJECT TO 
TITLE I OF ERISA OR SECTION 4975 OF THE CODE. ANY OTHER BENEFIT PLAN 
INVESTOR. 

investor Representations on Original Purchase . Except as provided In the next succeeding 
sentence, each transf«ee of Preference Shares will be required to deliver to the Issuer and Ihe 
Pref^rK^ Stiare Registrar a duly executed transferee certificate in the form of the relevant exhibit 
attach^ to the Preference Share Paying Ager>cy Agreem^t and such other certificates and oUier 
infOTmatlon as the Issuer may reasonably require to ccmflrm teat the proposed transfer oomplies with tee 
b’ansfer resfrictions cwitained In this Offering Circular. An owrwr of a beneficial Interest In Regulafion S 
Global Pref«^nce Shares may transfer such interest in tee fmm of a beneficial interest In such 
Regulation S Global Preference Shares without tee provision of written certification, provided that (1) 
such trar^fer is not made to a U.S. Persrm or for tee account or benefit of a U.S. Person and is effected 
terough Euroclear or Clearstream in an offshore transaction as required by Regulation S and only in 
accordance with the AppHcaWe FYocedures and (2) any transfer r»t effected in an offshore transaction in 
accordance with Rule 904 of Regulation S may be made only upon provision to the Preference Share 
Registrar of written certification from the transferee and transferor in the form provided for in the 
Preference Share Paying Agency Agreement 

Pursuant to such transferee certificate, (a) the transferee acknowledge, represent to and 
agree with the Issuer as to the matters set forth In each of paragraphs (1 ) through (19) above (other than 
paragraphs (5). (6) and (8) above) as If each reference therein to 'tee purchaser" were instead a 
reference to the transferee and (b) torther represente to and agrees with tee Issuer as follows: 

(1) In the case of a transferee who takes delivefy of Rule 144A Preference Share, it (I) is 
both (x) a Qualified Institutional Buyer and (y) a Qualified Purchaser; (ft) is not a dealer 
described In paragraph (a)(1)(ii) of Rule 144A unless such purchaser owns and invests 
on a discretionary basis at least U.S.$25.000.000 in securitias of issuers teat are not 
affiliated persons of the dealer; (iii) is not a plan referred to in paragraph (a)(1)(iKD} cr 
(a)(1)(i)(E) of Rule 144A or a trust fund referred to in paragraph (a)(1KIKP) of Rule 144A 
that holds tee assets of such a plan, unless investment decisions with resp^ to the plan 
are made scriely by tee fiduciary, trustee or sponsor of such plan; (hr) it \Mlf proN^de written 
notice of tee fwegoing. and of any applicabie restrictions on transfer, to any fransferee, 
(v) is aware .teat tee sale to it is being made in reliance on Rule 144A w another 
exemption from tee registration requirements of the Securities Act; and {vf) Is acquiring 
such Preference Shares for its own account; provided that a transf^e of Preference 
Shares (or interest therein) acquiring pursuant to a transfer made In accordance 
exemption from tee registration requirements of the Securifies Act oteer tean Rule 144A 
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{subject to the delivery of such cwtificalions, legal opinions or other inftwtnadon as Bie 
Issu^ may reasonably requ^e to confinn that such transfer is being made pursuant to an 
exemption from, or In a transaction not subject to. the registratton requirements of the 
Securities /tot) need not make any of the fwegoing representetfons relating to Rule 144A. 
In the case of a transferee who takes delivery of Regulation S Global Preference Slwires. 
it (I) is acquiring such Regulation S Global Preference Shares In an of^hore bansaction 
in accordance Rule 904 of Regulation S. (ii) is acquiring such Regulation S Global 
Prefer^ce Shares for its own account. (W) Is not acquiring, and has not entered into any 
discussbns regarding its acquisition of, such Regulation S Globa! R'eferonce Shares 
while if is In the United States or any of its tenHories or.posses^ns, (iv) undersbirKls that 
such Regulation S Gk^l Preference Shares are being sold without registratbn under 
the Securittes Act by reason of an exemption that depends, in part, on tiie accuracy of 
th^e representations, (v) understands diat such Regulation S Gbbal Preference Shares 
may not, absent an applicable exem;^n, be transferred v^thout r^istratkm and/cx' 
qualification under the Securities /tot and applicable state securities laws and die laws of 
any odier applicable jurisdiction and (w) understands that prior to the end of the 
DistrbuUcm Compliance Period, interests in Regulation S Gbbal Preference Shar^ may 
only be held through Euroclear or Clearstream. in additbn, each Preference Sharehober 
must (xovide the Issuer and the Preference Share Registrar an executed certificate In the 
api»^priate form attached to the Preference Share Paying Agency Agreement, if so 
required by the Preference Share Paying ^ency Agreement. 

(2) It acknowledges that the forgoing ackmwvtedgements, representations and agreements 
will be relied upon by the issuer and die Preference Share Transfer Agent for the 
purpose of determining Its el^lbility to purchase Preference Shares, it agrees to provide, 
if requested, any additional Information that may be required to substantiate its status as 
a Qualified Institutbnal Buyer or its eligibility for an exception under the investment 
Company Act, to determine compliance v4th ERISA and/or Section 4975 of the Code or 
to otherwise determine its ellgiblilty to purchase Preference Shares. 
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USTtNG AND GENERAL INFORMATION 

1. Applfcatlon will be made to Irfeh Financial Services Regulatory Authority, as awnpetent 
aufih(Mity under Directi>« 200^1/EC, for the prospectus to be approved, /^licafion will be made 
to the Irfeh Stock Exchange for the Notes to be admitted to the Official Lfet and trading on its 
regulated market. Such apj^val relates only to Notes virfilch are to be admitted to trading on ttie 
regulated market of the Irish Stoc^ Exchange or <^er regulated markete for ttie |XirjK)ses of 
DIrecthre 93/22^EC or whldi are to be offered to the pubflc in any Member State of ttie European 
Economic Area. Copies of this Offering Circular, the issuer Charter, the Preference Share Paying 
Agency ^reement, the Management AgreemenL the Note Purchase Agreement, the 
Admtofebatton Agreement, any interest Rate Swap Agreement, each Synthetic STCurily, the Initial 
Inv^tment Agreement, the Certificate of incorporation and By-laws of ttie Co-Issuer and the 
Indenture will be available for inspection at the registered office of the Issu^ and at ttie ofTKre of 
ttie Irish Pa^i^ ^«it, where electronic copies thereof may be obtained, free of cha^e, upon 
request for the life of tttis document. 

2. Copies of the Issuer Charier, the Certificate of incorporation and By-iaws of the Co-Issuer, the 
resolutions of the Board, of Directors of (he Issuer autfxxizing the issuance of ttie Nrttes and the 
resoiuttons of the Board of Directors of ttie Co-issuer auttKXizing the issuance of the Notes, the 
Indenture and the Management Agreement may be obtained free of charge upon request within 
30 da^ of ttie date of this Oaring Circular at the office of the Trustee on behalf of the Issuer. 

3. Each of ttie issuers represents that there has been no material adverse change in its Rnanciai 
position since its date of Incorporation. The Issuers are not, and have not since Incorporation 
been, involved in any litigation, gov^mental or arbitration pt^iceedings relating to claims in 
amounts may have or have had a material effect on the Issuers in the context of ttie issue 
of ttie Notes. n«’. so far as either of the Issuers is aware, is any such fitigation or arbitration 
involving it pending or threatened. 

4. Each of the Issuers represents that there has been no material adverse change In hs financial 
position since its date of incorporation. The Issuers are not, and have not since incorporation 
been, involved in any litigation, ^vemmentai or arbitration proceedings relating to claims in 
amounts which may have or have had a material effect on the Issuers in the context of the issue 
of the Notes, nor, so far as either of the issum fe aware, is any such litigation or arbitration 
involving it pending or threatened. 

5. The issuance of the Notes wlli be authorized by the Board of Directors of ttie issuer by resolutions 
passed on (x* bef(^e the Closing Date. The issuance of the Notes will be authorized by the Board 
of Directors of the Co-Issuer by resolutions to be passed on or before the Closing Date. Since 
incorporation, neittier the Issuer nor the Co-Issuer has commenced trading or established any 
accounts, except as disclosed herein or accounfe used to hold amounts received vrith respect to 
share capital and fees. It is estimated that the fees payable in respect of the listing of the Notes 
on ttie Irish Stock Exchange will be approximately $7,500 consisting of Irish Stock Exchar^e 
iistir^ fees, fisting agent sponsor fees and fees to be annually paid to the Irish Paying Agent. 

6. The Notes sold In offshore transactions In reliance chi Regulation S under the Securities Act and 
represented by the Global Notes have been accepted for clearance through Ciearsfream arto 
Eurocrfear under the Common Codes indicated below. The CUSIP Numbers and International 
Securities identitication Numbers (ISIN) for the Notes represented by Regulation S Globai Notes 
and Restricted Global Notes are as indicated on the followng page. 
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Reguiation- 
S Common 
Codes 

Regulation S 

CUStP 

Numbers 

Regulation S tSIN 
Numben; 

Restricted 

Common 

Codas 

Restricted 

CUSIP 

Numbers 

Restricted ISIN 
Nuntears 

C(a»A-l8 Notes 

029237204 

G37803AA2 

USG37903AA28 

029236828 

36B68VAA4 

US36666VAA44 

Class A-1b Notes 

029237298 

G37903AG9 

USG37903AG95 

029237247 

3686BVAG1 

US36868VAG14 

Class A-2 Notes 

029237344 

G37903AB0 

USG37903AB09 

029237328 

36868VAB2 

US3686BVAB27 

Class B Notes 

029237387 

G37903AC8 

USG37903ACei 

029237379 

36866VAC0 

US36868VACOO 

Class C NotK 

029237409 

G37903AO6 

USG37903A064 

029237395 

36668VAD8 

US36668VA082 

Class 0 Notes 

029237522 

G37903AE4 

USG37003AE46 

029237484 

36866VAE6 

US36866VAE6S 

Dass E Notes 

029237786 

G37903AF1 

USG37903AF13 

029237654 

36868VAF3 

US36868VAF31 
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LEGAL MATTERS 

Certain l^l matters respect to the Notes and New Yoric law wflil be passed upon for the 
issuer by Alien & Ov^ LLP. Allen & Ov^ U.P will also act as counsel to the initiai Purchaser. 
Cadwralader, Wickersham & Taft LLP will act as counsel to the C(^iatera» Manago-. Certain matters with 
respect to Cayman islands corporate law and tax law will be passed upon for toe issuer by Map!^ and 
Catoer. 
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SCHEDUI.E B 

STANDARD & POOR'S RATING 

TTi© Standard & Poor's Rating of any Undertying Asset (which shall mean resprot to a 
Synthetic Security, the related inference Obligation) vnil be determined as fc^ows; 

(!) If such UndertySng Asset is rated eith^ pubitciy or privately (with appropriate consents) by 
Standard & Poc^s. the Standard & Poor's Rating shall be such ratir>g, or, if such Underl^’ng Asset is not 
rated by Star^iard & Poor's, but tiie Issu^ or the Cofiatera! Manager on behati of the Issuer has 
requested tiiat Stendard & P(^s perform a credit estimate in respect of such Undertyirp Asset, the 
S^ndard & Pock's rating shall be tiie rating so assigned by Standard & Poor's, provided that p^ing 
receipt ham Standard & Pck^s of such rating, such Undoing Asset shall have a Standard & Poor's 
Rating of ‘CCC-* if Collateral Manager believes that sudi estimate will be at least *CCC-*; and 

(ii) witii resp^ to any other Underlying Asset, as set forth below. 

Part 1 - Standard & Poor's Ratings 

AssbX classes are eligible ior notching if they are not loss tranches or combination securities, if the 
security is publicly rated by tvn> agencies, notch down as shown below based on the lowest rating. If tiie 
s^rity is pxibticty rated only by one agency, then notch down what is shown below pius one more notch. 
The ^gr^ate Principal/Notional Balance of Underlying Assets the Standard & Poc^s Rating of which is 
based on a Fttdi rating or a Mood/s rating may not exceed 20% of the Aggregate Principal/Notionai 
Balance d all Underlying Assets, the balance of which must be rated by Standard & Poor's or assigned 
StarPard & Poor's rating estimates. 


Issued prior to &/1/01 Issued after 6/1/D1 

Current rating Is: Current rating Is: 




Non Inv. 


Non Inv. 


Inv. Grade 

Grade 

Inv. Grade 

Grade 

1. CONSUMER A8S 

-1 

•2 

-2 

-3 


^j^nobile Loan Receivable 
Securities 

Automot^ Lease Receivabie 
Securities 

Car Rental Receivables Securities 
Credit Card Securities 
Healthcare Securities 
Studerit Loan Securities 
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Issued prior to issued after 8/1/01 

Current rating Is: Ckirrent rating te; 




Non hv. 


Non Inv. 


Inv. Grade 

Grade 

Inv. Grade 

Grade 

2. COMMERCIAL ABS 

-1 

-2 

-2 

-3 


Cargo Securffies 
Equipment Lease Seojrtdss 
MrcTaft Leasir^ SecuritiK 
SmaU Busine^ Loan Seoirifi^ 

Restai^rtt and Food Services 
Secufifies 

3. Non-RE-REMIC RMBS -1-2 -2 -3 

Manutectured Hou^ng Loan 
Securid^ 

4. Non-RE-REMlC CMBS -1 -2 -2 -3 

CMBS- Conduit 
CMBS • Oedit Tenant Lease 
CMBS - Large Loan 
CMBS - Single Borrower 
CMBS - Sirtgle Pro;»rty 


5. CBO/CLO CASHFLOW SECURITIES 

Cash Fiow CBO > at ieast 80% High 

Yieid Corporate 

Cash Flow CBO > at ieast 80% 

Investment Grade Corporate 

Cash Row CLO - at least 80% High 

Yieid Corporate 

Cash Flow CLO - at least 60% 

Investment Grade Corporate 

6. REITs 

REIT - MulUtemOy & Mc^iie Home 
Park 

REIT -Retail 
REIT - Hospitality 
REIT-Office 
REIT - Industrial 
REIT - Healthcare 
REIT -Warehouse 
REIT - Self Storage 
REIT - Mixed Use 


-2 -2 -3 
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issued prior to 8/1/01 . ts»jed aftn* 8/1 A)1 



Current rating Is: 

Current radng is: 


Inv. Grade 

Non inv. 

Grade 

Inv. Grade 

Non Inv. 

Grade 

7. SPECIALTY STRUCTURED 

Stadium Rnanctngs 

FToject Ftoance 

Future flows 

-3 

-4 

-3 

-4 

8. RESIDENTIAL MORTGAGES 

Residend^ ’A* 

Residential •B/C' 

Home equity loans 

-1 

-2 

.2 

-3 

9. REAL ESTATE OPERATING COMPANIES 

-1 

-2 

-2 

♦3 


Part 2 > SUtfidard & Poor's Asset Backed Categories 

Each of the foHowing categories of asset backed security shall constitute a separate asset backed class. 
Securities not Included in any of these categories shall be assigned by Standard & Poor's. 

Structured Finance Sectors 

1. ABS Consumer 

2. ABS Commerciai 

3. CDOs 

4. CMBS Drversftied - Conduit and CTL 

5. CMBS - Large Loan. Single Bomiwer and Single Property 

6. . REfTs 

7. RMBSA 

8. RMBS B&C. HELs, HELOCs and Tax Lien 

9. Manufactured Housing 

10. Pn^ect rinarwo 

1 1 . U.S. Agency - Explicitly Guaranteed 

12. MoncHine^ER Guaranteed 

13. Nc^FER Cofitoany Guaranteed 

14. FFELP Stuttert Loan (Over 70% FFELP) 

Part 3 - Standard & Poor's Asset Classes Not Eligible to be Notched 

The foltowing asset classes are not eligible to be notched. Credit estimates must be performed. 

Asset Type 

1 . Non-U.S. StnxSured Finance Securities 

2. Guaranteed Securittos 

3. CDOs of Structured Rnance and Real Estate Securities 
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4. CBOs of CDOs 

5. CLOs of Distressed OetTt 

6. Mutual Fund Fee Securities 

7. Catastrophe Bonds 

8. Fbst to» Tranche of any secuiitoation 

9. Syntheses 

10. Synthetic CBOs 

1 1 . Ccffnt^afion Seoirities 

12. Re-REMICs 

13. Marltet value COOs 

14. Net Interest Marian Seoirtties (NIMs) 

15. Stnjchifed Settement Obngations 

16. Any asset class Bsted w) Part 1 above 
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SCHEDULg C 

MOODY’S RATING AND MOODrS WaGHTED AVERAGE RATING 

The "Weighted Average Rating* on any Measurement Date is the number detwmInaJ by 
dicing (i) the sum of the series of products obtained for Underlying Assets (c^er than Undal^ng Asset 
whic^ tee Asset Manager roasonaWy believes v^ll default with respect to parent v^n next due and any 
Defaulted Securities) by multiplying the Principal/Nottonal Balance on such Measurement , Date of each 
such Underlying Asset by its respective Mood/s Rating Factor on such Measurement Date by {II) the sum 
of tee Aggregate Princ^ai/Notiona! Balance on such Measurement Date of a!) Underlying Assets teat aro 
not Underiyii^ Assets which tee ^set Manage reasonably befteyes will default resp^ U> parent 
when next due and any Defaulted Securities. 

TTie "Moody's Rating Factor" relating to any Undertying Asset is the number set forth In the 
taUe betow opposite tee Mood/s Rating of such Underlying Asset; 


Mood/s Rating 

Mood/s Rating Fach^r 

Aaa 

1 

Aal 

10 

Aa2 

20 

Aa3 

40 

A1 

70 

A2 

120 

A3 

180 

Baa1 

260 

6aa2 

360 

Baa3 

610 

Ba1 

940 

Ba2 

1,350 

Ba3 

1,766 

B1 

2,220 

82 

2,720 

B3 

3,490 

Caal 

4,770 

Caa2 

6,500 

Caa3 

8,070 

Ca lower 

10,000 


The "Mood/s Rating” of any Underlying Asset {whkte shall mean with respect to a S/ithetIc 
Security, tee related Reference OtMigation) will be determined as follows: 

with respect to any Asset-Backed Security, fOT determining tee Mood/s Rating as of any date of 
determination: 

(i) If such Asset-Backed Security is puUicty rated by Mood/s, the Mood/s Rating 
shall be such rating, or, If such Undertyirrg Asset is not pubiicty rated by Mood/s, but the ii^uer or the 
Cdiatera! Manager on behalf of tee Issuer has requested teat Mood/s assign a rating to su<te Und^tying 
Asset, tee Mood/s Rating shall be tee rating so assigned by Mood/s; 

. {») if such Asset-Backed Security is rx)! publicly rated by Mood/s, then tee Mood/s 
Ratify of such Asset-Backed Secuiity may be determined using any one of tee methods t^low: 
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(A) wftti respo^ to any ABS type Residential Sectmty not pubiteiy rat«J by 
Moody’s, If such ABS ^e Residentia! Security is publicly rated by Stendard & Poa^, 
then the Moody's Rating thereof will be (1) one subcategory below the Moody's 
equivalent rating assigned by Standard & Poor’s If the rating assigned by Standard & 
Poor’s Is "AAA"; (2) two rating subcalegcM-ies below the Moody's equivalent rating 
assigned by Standard & Poor's if the rating assigned by Standard & Poor's Is teiow 
’AAA' but above "BB+’ and (3) toree rating subcategories below the MaxJ/s equivalent 
rating assigned by Standard & Poor's if the rating assigned by Standard & Poor's is below 
"BBB-’; and 

(B) wito respect to any other type of Asset-Backed Securities, pursuant to 
any method ^}ecified by Mood/s: 


provided 

(V) the rating of either Rating ^ency used to detwmine the Mood/s Rating pursuant to any of 
clauses (1) or Oi) above shall be a public, non-exduslve rating (but not a rating estimate) that 
addresses toe obligation of toe obligor to pay prindpaJ of and interest on the relevant Underlying 
Asset in toil and is monitored on an ongoing basis by the relevant Rating Agency, 

(W) toe Aggregate Principal/NoUonai Balance of Underlying Assets the Mood/s Rating of which is 
based on a Standard & Poor's Rating may not exceed 20% of toe Aggregate Principal/Notional 
Balance of all Underlying Assets, toe balance of which must be rated by Mood/s or assigned 
Mood/s rating estimates, 

P<) the ratings of no more than 10% of the Aggregate Prindpal/Notionai Balance of all Underlying 
Assets may be assigned rating factors derived via notching from single-rated instruments, 

(Y) with respect to any one Rating Agency, the single-rated notched bucket may be no larger than 
7.5% of toe Aggregate PrlncipaWviottonal Balance of aii Underlying Assets and 

(Z) if an Underl/ng Asset 

(A) is placed on a watch list for possible upgrade by Mood/s, the Mood/s Rating appiicabie 
to such Underlying Asset shall be two rating subcate^es above the Mood/s Rating 
applicable to such Underlying Asset immediately prior to such Undert/ng Asset being 
placed on such watch list, if sucto Undeil/ng Asset te rated below ’Aaa' by Mood/s 
unless rated ’Aal’, in which case only one subcategory above; and 

(B) is placed on a watch list for possible downgrade by Mood/s, the Mood/s Rating 
applicable to such Undwiying Asset shall be (i) one rating subcategory below toe 
Mood/s Rating applicable to Such Underlying Asset immediately prior to such Underlying 
Asset being placed on such watch list, if such Underlying Asset Is rated ’Aaa’ by Mood/s 
or (ii) two rating subcategories below toe Mood/s Rating appllcabte to such Und«1^ 
Asset immediately prior to sucto Undertying Asset being placed on such watch list, if such 
Underlying Asset is rated below ’Aaa” by Mood/s; end 

provided further that, wfto respect to notched ratings on certain asset classes, toe Mood/s Rating 

shall be determined In conjunrrtlon wfto toe notching conventlorw set fwth below. 
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Standard & Poor’s 


The foliovking notching conventkwis are appropriate for StandanJ & Poor's-only rated franches. 
(The figures represent die number of notches to be subtracted from the Standard & Poor's rating. For 
exatnpie, a ”1” applied to an Standard & Poor's rating of 6BB implies a Mttody's rating of Baa3.) 


ASSET CLASS 

AAAtoAA- 

A4- to BBB- 

Below BBB- 

Auto ban 

1 

2 

3 

Car Re»ital Fleet 

1 

2 

3 

COO Domestic Conxarate Debt 

No nohtotoq permitted 

No notohinq permitted 

No ndchino pemiitod 

COO structured Produd 

No notohinq permitted 

No notching permitted 

No notohinq permitted 

Consumer Asset-Backed 

1 

2 

3 

Credit Card 

1 

2 

3 

Equipment Lease 

1 

2 

3 

Manufactured Housinq 

1 

2 

3 

Small Business Loan 


2 

3 

Stud^l Loan 


2 

3 


Residential Mortgage Related 

note that rating category 

AAA 

groups differ here from 

AA-f to BBB- 

above) 

Below BBB- 

Jumbo A 

1 

2 

3 

Alt-A or mixed pools 

1 

3 

4 

HEL (includir^ Residential A 
and Residential B&C) 

1 

2 

3 


Fitch 

The foltowing notching conventions are with respect to FKdi: 


Residential Mortgage Related 

AAA 

AA+ to BBB- 

Below BBB' 

Jumbo A 

1 

2 

4 

Alt-A or mixed pools 

1 

3 

5 

HEL (including Residential A 
and Residential B&C) 

No notching 

No notching 

No notching 


For dualH'ated Jumbo A or Alt-A transactions, take the lov^r of the two ratings on toe seci^ty, 
apply toe appropriate single-rated notching guideline from above, then go up by 1/2 notch. For dual-rated 
HEL (induding Resklendal A and Residential B&C) transactions, apply the Standard & Poor's-only rated 
tranche notching guidelines as set fc^ above. 
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CMBS 


The following CMBS notehing c^nN^ntons are with respect to S&P and Fitch: 


Commercial Mortgage Backed Securities 

ASSET CLASS 

Tranche Rated by Fitch and 
S&P; no tranche in deal 
rated by Moody's 

Tranche Rated by Fitch 
and/or S&P; at least one 
other banche in deal rated 
by Moody’s 

Conduit* 

2 notches from lower of 
Fitch/S&P 

1 .5** notches from lower of 
FIteh/SiP 

Credit Tenant Lease 

Follow ccvporate notching 
practice 

Follow corporate notehing 
ixactice 

Lame Loan 

No notching oermitted 


* dtis purpose, coixiuits are defined as fixed rate, sequential pay, muiU-borrower transactions having 
a Herfindahl score of 40 or higher at the loan level vdth all coUaterai (conduit loans. A notes, targe loans, 
CTLs and any oUier real estate collateral) factored in. 

** A 1.5 notch haircut implies, for example, that If the S&P/Fitch rating were BBB, then the Moody's rating 
^ctor would be halfway between die Baa3 and the Bal rating factors. 
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SCHEDULE D 

STANDARD & POOR'S RECOVERY MATRIX 


A. if Underlying Asset (wtilch shall mean with respect to a S^hette Security, ttie related 
Reference Obligation) Is an Asset-Backed Security (oftier than a CMBS Security) and is the 
8enk»'>most tranche of securities issued by the issuer of such Underlying Asset: 


initial Standard & 


Liability Rating assigned by Standard & Poor's 


Poor's Rating of the 
Underlj^ng Asset at 
i«sruance 

AAA 

AA+ 

AA 

AA- 

A+ 

A 

A- 

&BB+ 

BBB 

BBB- 

BB■^ 

BB 

BB' 

B+ 

B 

B- 

CCC+ 

CCC 

CCO 

AAA 

80.0% 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

90.0% 

AA+. AA. AA- 

70.0% 

75.0% 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

A+, A, A- 

60.0% 

65.0% 

75.0% 

85.0% 

90.0% 

K).0% 

90.0% 

BBB-t-, BB6. BBB- 

50.0% 

55.0% 

65.0% 

75.0% 

85.0% 

85.0% 

85.0% 


B. if the Underling /^set (which shall mean with respect to a Synthetic Securky, the r^t^ 
Referents Obligation) is an Asset-Backed Security (other than a CMBS Security) and is not the 
senkx-most tranche of securities Issued by the issuer of such Underlying Asset; 


tnitiai Standard & 


Liability Rating assigned by Standard & Poor's 


Poor's Rating of the 


AA+ 

A+ 

BBB+ 

BB+ 

B+ 

CCC+ 

Underling Asset at 
issuance 


AA 

A 

BBB 

BB 

B 

CCC 

AAA 

AA- 

A- 

BBB- 

BB- 

B- 

CCC- 

AAA 

65.0% 

70.0% 

80.0% 

85.0% 

85.0% 

85.0% 

85.0% 

AA+. AA. AA- 

55.0% 

65.0% 

75.0% 

80.0% 

80.0% 

80.0% 

80.0% 

A+,A,A- 

40.0% 

45.0% 

55.0% 

65.0% 

80.0% 

80.0% 

80.0% 

BBB+. BBB. BBB- 

30.0% 

35.0% 

40.0% 

45.0% 

50.0% 

60.0% 

70.0% 

BB4, BB, BB- 

10.0% 

10.0% 

10.0% 

25.0% 

35.0% 

40.0% 

50.0% 

B+. B. B- 

2.5% 

5.0% 

5.0% 

10.0% 

10.0% 

20.0% 

25.0% 

CCC+, CCC. CCC- 

0.0% 

0.0% 

0.0% 

0.0% 

2.5% 

5.0% 

5.0% 

C, If die Underlying Asset (v^lch shall mean wWi respect to a Synthetic Security, 

the related 

Reference Obligation) Is a CMBS Security; 





tnitiai Standard & 


Liability Rating assigned by Standard & Poor's 


Poor’s Rating of the 


AA+ 

A+ 

BBB+ 

BB* 

B+ 

CCC+ 

Underlying Asset at 
Issuance 


AA 

A 

BBB 

BB 

B 

CCC 

AAA 

AA- 

A- 

BBB- 

BB- 

B- 

CCC- 

AAA 

80.0% 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

90.0% 

AA+, AA, AA- 

70.0% 

75.0% 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

A+, A, A- 

60.0% 

65.0% 

75.0% 

85.0% 

90.0% 

90.0% 

90.0% 

BBB+. BBB, BBB- 

45.0% 

50.0% 

55.0% 

60.0% 

65.0% 

70.0% 

75.0% 

BB*, BB. BB- 

35.0% 

40.0% 

45.0% 

45.0% 

50.0% 

50.0% 

50.0% 
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InWai Standard & 


Liability Rating assigned by Standard & Poor's 


Poor's Rating of the 


AA+ 

A+ 


BB■^ 

B+ 

CCC+ 

Underlying Asset at 
Issuance 


AA 

A 

BBB 

BB 

B 

ccc 

AAA 

AA- 

A- 

BBB- 

BB- 

8- 

ccc- 

B-t-, e, B- 

20.0% 

25.0% 

30.0% 

35.0% 

35.0% 

40.0% 

40.0% 

CCC+, ccc, cco- 

5.0% 

5.0% 

5.0% 

5.0% 

S.0% 

5.0% 

5.0% 

NR 

0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 
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SCHEOULEE 

MOODTS RECOVERY RATE MATRIX 


The recovery rate with respect to a Synthetic Secwity win be calculated using the related 
Reference Obligadon. 

ABS Type Dlven^fiad ABS Securities'^’: 

% of Underivina initial Ratina of Underivtna Asset^’ 

Capital Structure^ 

/toa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

70% 

60% 

50% 

40% 

<=70%. >10% 

75% 

70% 

60% 

50% 

40% 

30% 

<«10% 

70% 

65% 

55% 

45% 

35% 

25% 

ABS Type Oiversifled Residential Securities^’: 





% of Undertylng 


inidal Radnq of Underivina Asset^ 


Capital Sbruciure^’ 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% ■ 

85% 

80% 

65% 

55% 

45% 

30% 

<=70%. >10% 

75% 

70% 

55% 

45% 

35% 

25% 

<=10%. >5% 

65% 

55% 

45% 

40% 

30% 

20% 

<=5%. >2% 

55% 

45% 

40% 

35% 

25% 

15% 

<=2% 

45% 

35% 

30% 

25% 

15% 

10% 

ABS Type Undiversified ABS Securities'^’: 





% of Underiylng 


initial Ratinq of Undari^na Asset^ 


Capital Structure^ 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

65% 

55% 

45% 

30% 

<=70%. >10% 

75% 

70% 

55% 

45% 

35% 

25% 

<*10%. >5% 

65% 

55% 

45% 

35% 

25% 

15% 

<=5%. >2% 

55% 

45% 

35% 

30% 

20% 

10% 

<=2% 

45% 

35% 

25% 

20% 

10% 

5% 

ABS T;^e Low>Oiverstty COO Securities'^’: 





% of Underlying 


Initiai Ratina of Underivina Asset^’ 


Capiiai Structure^ 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

80% 

75% 

60% 

50% 

45% 

30% 

<=70%. >10% 

70% 

60% 

55% 

45% 

35% 

25% 

- <=10%, >5% 

60% 

50% 

45% 

35% 

25% 

15% 

<=5%. >2% 

•50% 

40% 

35% 

30% 

20% 

10% 

<=2% 

30% 

25% 

20% 

15% 

7% 

4% 
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ABS Type H!gh>Diverslty CDO Securities^: 


% of Underling initial Rating of Undertying AssetP^ 


Capital Structure^ 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

65% 

55% 

45% 

30% 

<*70%. >10% 

75% 

70% 

60% 

50% 

40% 

26% 

<=10%. >5% 

65% 

55% 

50% 

40% 

30% 

20% 

<=5%, >2% 

55% 

45% 

40% 

35% 

25% 

10% 

<=2% 

45% 

35% 

30% 

25% 

10% 

5% 


"^S Type Diversified ABS Se^rities* ref^ to Automobile Securities, Car Rental Fleet 
Securities, Credit Card Securiti^ ar>d Student Loan Securities. 

^ Initiai par amount of tranche to which such Underiying Asset relates divided by initial par amount 
of total securities issued by such Underlying Asset issuer. 

The recovery rate for Underling Assets with a Moody’s Rating of Caal, Caa2 or Caa3 is 
assumed to be 10%. 

"ABS T^e Diversified Residential Securities” refer to Residential A Mortgage-Backed 
Securities, Residential B/C Mortgage-Backed Securities, Non-Subprime Home Equity Loan Asset-Back^ 
Seoirities and Manufactured Housing Securities. 

”ABS Type Undiversified ABS Securities* refer to Equipment Lease Securities, Small Business 
Loan Securities and CMBS Securities. 

^ "ABS Type Low-Diversity CDO Securities” ref^ to any CDO Securities that are not High- 
Dlv^ity Securities. 

^ ”ABS Type High-Ofversity CDO Securities" refer to any CDO Securities that entitle the holders 
thereof to receive payments titat depend (except ^ rights or other assets designed to assure the 
servicing or timety distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow 
horn a portfolio of commerciai and industrial bank loans, other asset-hacked securities or corporate debt 
securities (or any combination of the foregoing) that are obligations of obligors or issuers that represent a 
relatively diversified pool of obligor credit risk having a Moody's Asset Correlation Factor low«r than 20% 
or a Mood/s diversity score higher than 15. The "Moody's Asset Correlation Factor” is a single 
number determined in accordance with the asset correlation methodology provided tiom time to time by 
Moody's and listed in the latest Monthly Report or indenture of such CDO Security. 
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SCHEDULE F 

CLASS D PRIORITY REDEMPTION AMOUNT 

The Class D Pitwlty Redemption Amount on each Distribution Date during the Priority Distilbution 
Period be as foilovi^: 


Distribution Date 

Class D Prioritv Redemption ^ount 

June 2007 

$459,167 

September 2007 

$459,167 

December 2007 

$459,167 

March 2008 

$459,167 

June 2008 

$459,167 

September 2008 

$459,167 

December 2006 

$459,167 

March 2009 

$459,167 

June 2009 

$459,167 

September ^9 

$459,167 

December 2009 

$459,167 

March 2010 

$459,167 
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SCHEDULE G 


FORM OF CONFIRMATION FOR RMBS SECURITIES 


Deutst^o Bank AG 


IZI 


Date: 

To: 

Fax No: 

From: 

RE: 


I \ 

GemstofiaCDO VttLtd. 

i ] 

Deutsdie Bank AG, acting through its Ltxidon Branch 

Credit Derivative Transaction on Mortgage-Backed Security wHh Pay-As-You-Go or 
Physical Settlement (Form 1} (Deder Form) (RMBS) 


Dear Sir/Madam 

The purpose of this communication (the *Conflrmation*) is to confbn the terms and conditions of 
Uie Credit Derivative Transaction relating to a mortgage-backed security reference obligation entered Into 
betv^n you Gemstone CDO Vil Ltd. ('Party B”) and us Deutsche Bank AG. acting through its London 
BrarK;h ('Party A*) on the Trade Date specified below (the Transaction*). This Confirmation constitutes a 
"Confkmation* as ref^ed to in the ISOA Master Agreement specified below. 

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Detinitlons (the 
"Credit Derivatives Definitions’'), as published by the International Swaps and Derivatives Association, 

Inc, ("ISDA") and the ISDA Standard Terms Supplement for use with Credit Derivatives Transaction on 
Mor^ge-Backed Security with Pay-As-You-Go or Physical Settlement, as published by ISDA on 
Novembw 10, 2006 (the “COS on MBS Terms*), and. If (I) ttie Additional Provisions for Optional Early 
Termination have been published by ISDA at the Trade Date and (H) Optional Early Termination is 
Sji^ifted as being applicable, the Additional Provisions for Optional Early Termination most recently 
IHiblished by iSDA, are incorporated Into this Confirmation, in the event of any inconsistency between 
the (>8dit Dalvatlves Definitions w tiie CDS on MBS Terms and this Cwifirmatbn, this Confirmation vrili 
gov^. In the event of any inconsistency between the COS on MBS Terms and the Credit Derivatives 
Definiticms, the CDS on MBS Terms will govern. 

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement 
dated as of [-j. 2007, as amended and supplemented from time to time (the ’Agreement*), between you 
and us. Ail provisions contained in the Agreement govern this ConflnnaQon except as express modified 
below. 

TTie terms of the Transaction to w^ilch this Confirmation relates are as follows: 

Trade Date: C ] 

EffTOtive Date: [ ] 

Floating Rate Payen { J (the "Seller"). 
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Fixed Rate Payer [ } (the "Buyer"). 

Calculation Agent; Party A, unless an Event of Default has occurred 

and is continuing vrith respect to Party A, in 
wt^ case the Calcu^tion Agent shall be a 
leading, independent dealer in denvamres 
selected by agreement between the parties 
within one Business Day of such Event of 
Default (tite "Substitute Calcuiatlon ^enf), 

fees and expenses shall be met by Party 
A, whilst such Event of Default is continuing. If 
the parties are unable to agree on a Sul^titute 
Calcutation Agent, each of tire parties shall elect 
an independent dealer in derivatives and such 
two dealers shall agree on a third party, who 
shall be deemed to be the Substitute Calculation 
/^ent. Party A shall be appointed to replace the 
Substitute Calculation Agent within one Business 
Day of the date on which no Event of Default is 
continuing in respect of Party A. All 
determinations by tire Calculation Agent shall be 
made In good faith and in a commerciaily 
reasonable manner. 


Calculation Agent City: 
Business Day: 
Reference Entity; 
Reference Obligation; 


Reference Policy: 


New York 

New York and London 

I 1 

The oUigation identified as follows: 
[Insurer; [ B 

CUSIP/iSIN; [ ] 

[Bloomberg ID: [ J] 

Legal final maturity date: [ ) 

Original Principal Amount: [ ) 

Initial Factor ( ] 

Issuer: The Reference Entity) 

Not Applicable 


Refwence Price: 


[•)% 


initial Face ^ount: 
Initial Payment: 


Fixed Rate; 

Fix«J Rate Payer Payment Dates: 


[ 1 

[Not Applicabie] 

[On [the Effective Date], (BuyerJ/fS^ler} will pay 
[USOH 1 to [Seller)/[BuyerJ.j 

[ ]% per annum 

Not CMBS Convention 


G-2 


Confidential Treatment Requested 


GEM7-00000681 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 


Frm 00544 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



541 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1293 


Fixed /^ount Fixed Amount definition ftir underlying with no 

payment delay 

Additional Credit Event Dislressed Ratings Dowr^rade 

inters! ShCHtfal! Cap: Af^iicabie 

WAC Cap Inters! Provision: NotAw>licab)e 

Step-up provisions: Applicable 

If Interest Shorten Cap Is applicable, then specify: 

Int^st Shortfall Cap Basis: Fixed Cap 

Int^est Shortfall Compounding: Applicable 


Rate Source; USD-LIBOR-BBA 

Optional Early Termination: Not Applicable 

Additional Terms: The definition of "Fixed Amount” in the COS on 

MBS Terms shall be deleted and replaced In Its 
erriirety with Uie following: 

"Wltfi respect to any Fixed Rate Payer Payment 
Date, an amount equal to the product of: 

(a) the Fixed Rate; 

(b) an amount determined by the 
Calculation Agent equal to: 

(!) the sum of the Reference 

Obligation Notional Amount (as 
calculated v^hout taking into 
consideration any ar^ustment In 
the Reference Obligation 
Notional Amount due to an 
implied Writedown ^ount) as 
at 5:00 p.m. in the Cakxjiation 
Agent City on each day In the 
related Fixed Rate Pa^r 
Calculation Period; divided by 

(ii) the actual number of days in the 
related Fbced Rato Payer 
Calculation Period; and 

(c) the actual number of days in the r^ated 
Fixed Rate Payer Calculation Period 
divided by 360." 
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Implied Wrftedovm ^rounts are rtot applicaWe to 
this Transaction. Without limiting toe foregoing, 
tor toe pwpose of any calculations required 
under this Confirmation (Including toe CDS on 
MBS Terms), the following t^^s shall all be 
deemed to be equal to zero; 'A^regate Implied 
Writedown Amourtf*. "Cun-ent Period Implied 
Writedown Amount'. "Implied Wrttedcwn 
Amount", "Implied Writedown Percentage", 
"Imfrfled Writedown Reimburswnent Amount", <«■ 
"Previous Period Implied Wrttedowi Amount". 

The definition of "Writedown" to the CDS on MBS 
Terms shall be deleted and replaced to Its 
ent^ety with the fdiowing; 

"Wfttedowi' means the occunence at any time 
on or after the Effective Date of: 

(I) (A) a writedown or applied toss 
(however described to the Underlying 
Instoim^ts) resulting to a r«tuction to toe 
Outstanding Principal Amount (othM* than as a 
result of a scheduled or unscheduled payment of 
principal); or (B) toe attribution of a principal 
d^ldency or realized loss (however described to 
toe Unde^ng Instruments) to toe Reference 
Obligation resulting to a reduction or 
subordination of toe cument inters! payable on 
the Reference Obligation; or 

(ii) toe forgivi^ess of any amount of 
prindpai by toe holders of toe R^erence 
Obligation pursuant to an amendment to toe 
Undertying Instruments resulting in a reduction in 
the Outstanding Principal Amount, provided that 
(A) Party A shall not give notice of a Floating 
Amount Event w Credit Event v^lh respect to toe 
portion of 8 Writedown resulting from forgiveness 
referred to in this subclause (ii) that was caused 
by the wte of Party A if Party A was toe holder 
of 100% of such Reference Obligation, and (B) if. 
notwithstanding toe preceding sub-clause (A), 
Party A gives notice of a Floating Amount Ewnt 
or Credit Event vnth respect to the portion of a 
Writedown resulting from forgiveness referred to 
to tob subclause (ii) that was caused by toe Nrete 
of Party A If Party A was toe hold«‘ of 100% of 
such Reference Obligation, then, as soon as 
practicable after Party A and Party B become 
aware of such occurrence, Party A and Party B 
shall refund to each other all payments, arW 
reverse all other calculations and/or 
determinations, that occurred In corinectlon with 
or resutting from Party A giving nofee of such 
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Floating Amount Event or Credit Event.* 

For the avoidance of doubt, no pa^nent In 
connection with clause (iii) of ^e definition of 
•Writedown* (as defined In ttie CDS on MBS 
Terms and not as amended herein) shall be due 
or payable hereunder and die CDS on MBS 
Terms shall be read actXKdir^ly. 


Office, Notice and Account Detai 

The Office of Party A for this 
Transaction is: 

The Office of Party B for this 
Transaction is: 

Telephone, Telex and/or Facsimile 
Numbers and Contact Details for 
Notices: 

Party A: 

Telephone: 

Fax: 

Email: 

Party B: 

Account Details: 

Account Details of Buyer: 

Account Details of Seller: 

Please confirm your agreement to be bound by the t 
Confinnatfon and returning it to us by facsimile. 


London 

George Town, Grand Ca^an, Ca^an Islands 


Attention: New York Derivatives Documentation 
(212) 250-9425 
(212) 797-0779 

NYderivative.documentation@db.com 

t ] 

[ ] 

f } 

s of foe foregoing by executing a copy of titis 


Yours sifx»rely, 

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH 

By: 

Name: 

Title: 


By:__ 

Name: 

Title: 


G-5 


Confidential Treatment Requested 


GEM7-00000684 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00547 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



544 


Footnote Exhibits - Page 1296 


Confirmed as of the date firat above written: 

GEMSTONE COO VII LTD. 

By HBK Investments, L.P., as ite Invesfrnent Manager 

By: : 

Name: 

Tltls: 

By: 

Name: 

Title: 
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ISDA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE 
TRANSACTIONS ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR 
PHYSICAL settlement' 

(published on November 10, 2006) 

This ISDA Stendard Terms Suppi^ent for use with Credit Derivative Trar^actions on Mor^aga-Bad^ed 
Security with Pay-As-You-Go or Physical Settlement (the "CDS on MBS Terms") hereby incorporates by 
refererK^ the definitions and (»ovisions contained in Uie 2003 iSDA Credit Derivatives Definitions as 
published by the international Swaps and Derivatives Association, Inc. ("ISDA") (the "Credit D^ivattves 
Definitions"). In the event of any Inconsistency between the Credit Derivatives Definitions and these CDS 
on MBS Terms, these CDS on MBS Terms will govern.^ 

Ref^nces to the "Reference Obligation* in these . CDS on MBS Terms or In the rdevant ConfIrmatitm 
shall be to the terms of the RefererKre Obligation (as defined below) set out in the Und^l^ng tnstiuments 
(as defined below) as amended fit»n time to time unless otherwise specified below. 


1. General Terms: 

Trade Date: As shown in the relevant Confirmation. 

Effective Date: As shown in the relevant Confirmation. 

Schooled Termination Date: Subject to paragraph 6. the Legal Final Maturity Date 
of the Reference Obligation, subject to adjustment in 
accordance witiv the Following Business Day 
Convention. 

Termination Date: The last to occur of: 

(a) the fifth Business Day foliowing the Effective 
Maturity Date; 

(b) ' the last Floating Rate Payer Payment Date; 

(c) the last Delivery Date; and 

(d) the last Additional Fixed Amount Payment 
Date. 


THE FOOlt^OTES TO THIS COS ON MBS STANDARD TERMS »JPPL£MENT ARE PROVIDED FOR CLARIFICATION OfO.Y 
AND DO NOT aWSTITUTE ADVICE AS TO THE STRUCTURING OR DOCUMENTATION OF A CREDIT DEWVATIVE 
TRANSACTICW. 

ISDA hss not undertedcen to re^^ew ail an>llcabte laws and ragulations ^ any Jurtsdidlon in wMch the Credt DwtyaSvee Definitions 
or these Cl^ on MBS Twms may be used. Therefore, parties are advised to consider the apdication of any relevant iuiisfictkm's 
resMatory, tax, axounting, occhange or other requliements that may erdst in connecSon with the entering into and dooirrwntlng of a 
privAely negodatad cre^ deriv^ve transactioa 

' The dednitiws and provi^ns in this ISDA Standard Terms Supplement for use with Credit Detlvad^ Transacdrms on 
Mw^fage-Backed Security with Paysks-You-Oo or Physicai Settlement may be incorpMsted Into a Co nfir maCa v or othw 
documant (indutfing in ^ecdtmic tom) (a 'Confirmation') by wonSng in the Confemadon int^adng that, or the extotd to 
wfddt. toe Conlirmadon is sttojed to ti^ iSDA Standvd Terms Supfriement for use with CiaiM Derivatives Tiansacfons on 
Ktor^^e-Backed Seculty with Pay-As-You-Go or Physical Settfor^. M definitions end pro^sions so incorpwatad in a 
Con^adcm be ai^ic^a to that Confirmation unless otherwise provided in that ConfUmetton. 

* f^es who wish to novate a trade docum^ited by way of a ConArmetlon incorporating toese CDS MBS Terms shoidd 
cxHisider u^ng toe Form of Novation Confirmadon set out in toe Schertole to this iSDA Standard Trams SuppiemraiL 
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Floating Rate Pa^r 
Fbced Rate Pa;^ 
Calculation Agent: 
Calculatjon ^ent City: 
Business Day: 

Business Day Convention: 


Reference Entity 
Reference Obligati^: 

Reference Pdicy 
Ref^’ence Price: 
Applicable Percentage: 


Confidential Treatment Requested 


Footnote Exhibits - Page 1298 


As shown in the relevant Confirmation (the ‘Selim*). 

As shown in the relevant Confirmation (the ‘Buym’). 

As shown in me relevant Confirmation. 

As shown in tee relevant Confirmation. 

As shown in the relevant Confirmation. 

Foliowng (i^ich, >^h the exception of the 
Date, the Final Amortization Date, earm Referer^e 
Obiigatton Payment Date and Hie period mtd date of 
each Reference Obligation Calculation Period, shail 
apply to any date referred to in tiiese CDS on MBS 
Terms or in the Relevant Confirmation that fails on a 
day that is not a Business Day). 

As shown in the relevant Confirmation. 

As shown In the relevant Confirmation. 

Section 2.30 of the Credit Derivatives Definitions shall 
not apply. 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 

On any day, a percentage equal to A divided by B. 

*A* means tee pnxfuct of the initial Face Amount and 
the Initiai Factor as decreased on each Delivery Date 
by an amount equal to (a) the outstanding principal 
balance of Delivereble Obligations Delivered to Seller 
(as adjusted by the Relevant Amount, If any) divided 
by the Currerti Factor on such day multiplied by (b) the 
Initial Factor. 

'B” means the product of the Original Principal Amount 
and the Initial Fadm: 

(a) as increased by the outstanding principal 
balance of any further issues by the Reference 
Entity that are fungible with and form part of 
the same legal series as the Reference 
Obligation; and 

(b) as decreased by any cancellations of some or 
all of the Outstanding Principal Amount 
resulting from purchases of the Reference 
Obligation by or on behalf of the Reference 
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Entity.’ 

Initial Face Amount: As shown In the relevant Confirmation. 

Reference Obligation Notional tiie Effective Date, the product of: 

Amount 

{a) the Ortginai Principal Amount; 

(b) the Initial Factor; and 

(c) the Af^licable Percentage. 

Following the Effective Date, the Reference Obligation 
Notional Anount wiB be: 

(i) decreased on each day on which a Principal 
Payment Is made by the relevant Principal 
Payment Amount; 

(li) decreased on the day. If any, on whidi a 
Failure to Pay Principal occurs t^ the relevant 
f^ndpai Shortfall Amount; 

(III) decreased on each day on which a Writedown 
occurs by the relevant Writedovm Amount 

(Iv) increased on each day on which a Writedown 
Reknbureement occurs by any Writedown 
Reimbursement Amount in respect of a 
Writedown Reimbursement wititin paragraphs 
(ii) or (iii) of tho definition of 'Writedown 
Reimburs^enff; and 

(v) decreased on each Delivery Date by an 
amount equal to the relevant Zeroise Anount 
minus the amount determined pursuant to 
paragraph (b) of "Physical Settlement Amount" 
below, pn)\^ed that if any Relevant Amount Is 
applicabie, the Exercise Amount will also be 
deemed to be decreased by such Relevant 
Amount {of Increased by the absolute value of 
such Relevant Amount if such Relevant 
Amount Is negative) with effect from such 
Delivery Date; 

provided that if the Reference Obligation Notional 
Amount would be less than zero, it shall be deemed 
be zero. 

For the avoidance of doubt, the Reference Obligation 
Notional Anount shall not be increased by any deferral 
or capiteiizatlon of interest that relates to the Term of 
this Transactkm or decreased by payment of any 


* represents the pax»ntage«»8red by tfieretevantTransscticm of the Outstanding Principai Amount it may be more than 
100 %. 
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Initial Payment: 

2. Fixed Payments: 

Fixed Rate Payer; 

Fixed Rate: 

Fbced Rate Payer Peilod End 
Date: 

Fixed Rate Payer Payment 
Dates: 


Fixed Amount: 
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portion of the principal balance of die Ref^ence 
Ot^igation that Is attributable to the deferral or 
cap^ltzation of interest during the T^m of this 
Transaction. 

As shown in the relevant Confirmation. 


Buyer 

As shown to the relevant Confirmation, subject to 
adjustment In accordance with paragraph 6 below. 

The first day of each Reference Obligation Calcuiafion 
Period. 

in the relevant Confirmation, the parties shall specify 
eitfiw "Not CMBS Convention* or "CMBS Convention* 
as applicable. 

If "Not CMBS Convention" is specified In the relevant 
Confirmation, the Fixed Rate Payer Parent Dates 
shall be each day falling five Business Days aft^ a 
Reference Oblation Payment Date; provided that the 
final Fixed Rate Payer Payment Date shall fall on the 
fifth Business Day following the Effective Maturity 
Date. 

If "CMBS Convention* is specified in the relevant 
Confirmation, the Fixed Rate Payor Payment Oates 
shall be, after each Reference Obligation Payment 
Date, the next foitovring 25th calendar day of the 
monto, except that when a Reference Obligation 
Payment Date fails on or after 25th calendar day of a 
month, the Fixed Rate Payer Payment Date In respect 
of such Reference Obligation Payment Date shall be 
25th calendar day of the next following month; 
provided toat toe final Fixed Rate Payer Pa^rient Date 
shall fall on the fifth Business Day follovking the 
Effective Maturity Date. 

In the relevant Ccmfiimation, the parties shall specify 
"Fixed Amount definition for underlying with no 
payment delay* or ’Fixed Amount definition for 
underlying with payment delay*. 

If ’Fixed Amount definition for underlying v4to no 
payment delay" Is specified in the relevant ' 
Confirmation, the Fixed Amount shall be, with respect 
to any Fbced Rate Pay^ Payment Date, an amount 
equal to the {xoduc^ of: 

(a) the Fbced Rate; 
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Mditona! Fixed Amount 
Payment Dates: 


Additional Fixed F^yments: 


(b) an amount determine by the Calcuiation 
Agent equal to: 

(i) the sum of the Ref^^ice Obligation 
Notional Amount as at 5:00 p.m. in bie 
CalculaUon Agent City on each day in 
the related Fixed Rate Pa^ 
Calculation Period; divided by 

(li) the actual number of days in the 
related Fixed Rate Payer Calculation 
Period; and 

(c) the actual number of days in the related Fbced 
Rate Pa^ Calculation Period divided by 360. 

if ”Fb(^ Amoufti definition for underlying wth payment 
delay* \s specified in the relevant Confirmation, fiien 
the Fixed Amount shall be wifii respect to any Fixed 
Rate Payer Payment Date, an amount equal to the 
product of: 

(a) die Fbced Rate; 

(b) the Reference Obfigafion Notional Amount 
outstanding on the last day of the Reference 
Obligation Calculation P«iod related to such 
Fbced Rate Payer Payment Date, as adjusted 
for any increases or decreases of the 
Reference Obligation Notional Amount on the 
Reference Obligation Payment Date 
Immediately preceding the related Refo'ence 
Obligation Payment Dale; and 

(c) the actual number of days In the related Fbced 
Rate Payer Calculation Period dMded by 360. 

(a) Each Fbced Rate Payer Payment Date; and 

(b) In relation to each AddiUonal Fixed Payment 
Event occurring after the second Business 
Day prior to the last Fixed Rate Payer 
Paym^ Date, the fifth Business Day after 
Buyer has received notification from Seii^ or 
the CalculaUon Agent of the occurrence of 
such Additional Fbced Payment Event. 

Following the occurrence of an Additional Fixed 
Payment Event In respect of the Reference Obligation, 
Buyer shall pay the relevant Additional Fbced Amount 
to Seller cm the first Additional Fbced Amount Payment 
Date falling at least two Business Days (or in ttie case 
of an Additional Fixed Payment Event ftiat occurs after 
the second Business Day prior to the last Fbced Rate 
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/Wditlonal Fixed Payment 
Event: 


^ditlona! Fixed Amtnint: 


Payer Payment Data, five ^slness Days) after tfie 
deliv^ of a notice by the Calouiation Agertf to bte 
parties or by Seller to siting ttiat the related 
Mdltional Fixed Amount is due and showing in 
reasonable detail how such Additional Fixed Amount 
was detomined: provided that any sue^ notice must 
be given on or {xior to the tiftii Busings Day following 
the day that is one calendar year after the Effective 
Matui% Date. 

The occ»jrrence on or after the Effective Date and on 
or before the day that is one calendar year after tite 
Effective Maturity Date of a WiHedown- 
Reimbursement. a F^nclpal Shortfall Reimbursement 
or an interest StuxtfafI Reimbursement 

Wttii respect to each Additional Fixed Amount 
Payment Date, an amount equal to the sum of: 

(a) the Writedown Reimbursement Payment 

Amount (if any); 

(b) the Principal Shortfall Reimbursement 

Payment Aniount (if any); and 

(c) the Interest Shortfall Reimbursement Payment 

Amount (if any). 

For the avoidance of doubt, each Writedovm 
Reimbursement Payment Amount, Principal Shortfall 
Reimbursement Payment Amount or Interest Shortfall 
Reimbursement Pa^nent Amount (as applicable) shall 
be calculated using the Ai^licable Percentage which 
takes Into acxx^unt the aggregate adjustment made to 
the Applicable Percentage in respect of all Delivery 
Dates that have occurred prior to the date of such 
calcuiatlon. 


3. Floating Payments: 

Ftoating Rate Payer: Seiler 

Floating Rate Payer Payment In relation to a Floating Amount Event, the first Fixed 

Oates: Rate Payer Payment Date falling at least two Business 

Days (or in the case of a Floating Amount Event that 
occurs on the Legal Final Maturity Date or the Final 
Amortization Date, the fifth Business Day) after deliv^ 
of a notice by the Calculation Agent to the partis cx a 
notice by to Seiler that the related Fioattiig 
Amount is due and showing in reasoi^ble detail how 
suc^ Floating Amount was determined; provided that 
any such notice must be given on or prior to tire tilth 
Business Day following the Effective Maturity Date. 
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Floating Payments: 

Floatlr^ Amount Event 
Ftoatir^ AnKHjnt 
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if a Fioafing Amount Event o<»urs. then on the relevant 
Ftoatlf^ Rate Payer Payment Date. Sella- wll pay the 
relevant Ftoatlr^ Amount to Buyer. For the avoidance 
of doubt, the Coalitions to Settlement ate not requbed 
to be satisfied in respect of a Floating Payment. 

A Writedown, a Failure to Pay Principal a an Intact 
Srmrtfall. 

With respect to each Floating Rate Payer Payment 
Date, an amount equal to the sum of: 

{a} toe relevant Writedown Amount (if any); 

(b) toe relevant ^ncipal Shortfall Amount (if any); 
and 

(c) the reievan! Interest Shortfall Payment Amount 
(if any). 

For the avoidance of doubt, each Writedown Amount. 
Principal Shortfall Amount or Interest Shotfall Payment 
Amount (as appicable) shall be calculated using toe 
^>plicable Percentage which takes into account toe 
aggregate adjustment made to the AF^licable 
Percentage in respect of all Delivery Dates that have 
occurred (vior to toe date of such calculation. 
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4. Credit Events and Physical Settiement 

Conditions to Settiement: Credit Event Notice 

Notifying Party: Buyer 

Notice of Physical Settlement 

Notice of Publicty Available Information: Applicable 

Public Sources; Tlie public sources listed in Se^on 3.7 
of the Credit Derivatives Detiniiions; 
provided that Servicer Rept»ts in 
respect of the Reference OUlgatlon 
and, in respect of a Distressed Ftotings 
Downgrade Credit Event only, any 
public communications by any of toe 
Rating Agencies in respect of the 
Reference ObFigatlon shall also be 
deemed Public Sources. 

Specitied Number 1 

provided that if the Calculation Agent has previously 
delivered a nottee to the parties or Buyer has 
previousty delivered a notice to Seller pursuant to toe 
definition of 'Floating Rate Payer Payment Dales* 
above in respect of a Writedown or a Failure to Pay 
Principal, the only Condition to Settlement with respect 
to any Credit Ewnt shall be a Notice of Physical 
Settlement. 

The parties agree that with respect to the Transaction 
and notwithstanding anything to toe contrary In the 
Credit Derivatives Definitions; 

(a) toe Conditions to Settiement may be satisfied 
on more than one occasion; 

(b) multiple Physical Settlement Amounts may be 
payable by Seller 

(c) Buyer, when providing a Notice of Physical 
Settlement, must specify an Exercise Amount 
and an Exercise Percentage; 

(d) if Buyer has delivered a Notice of Physteai 
Settiement that specifies an Exercise 

toat is less than toe Ref^nce Obligation 
Notional Amount as of the date on vtolch such 
Notice of Physical Settiement Is delNw^f 
(calculated as though Physical Setttemerfl in 
respect of ail previously delivered No&:es of 
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Physical Settlement has occurred in full), the 
rights and obligations of Uie parties under tiie 
Transaction shall continue and Buy^ may 
deliver additional Notices of Physical 
Settlement witii respect to tiie initial Credit 
Event or with respect to any additional Credit 
Event at any time thereafter; and 

(e) any Notice of Physical Settlement shall be 
detivered no later than 30 calcar days after 
the fifth Business Day following the earlier of 
the Effective Maturity Date and the Optional 
Step-up Early Termination Date. 

Section 3.2(d) of the Credit Dwivatives Detinltions is 
amended to delete tiie words that is effective no later 
than thirty calendar days after the Event Determinatton 
Date*. 

Section 3.3 of (he Credit Derivatives Definitions is 
amended so that the following is added as sub-clause 
(d): 

*(d} the expiration of any applicable grace period for a 
Failure to Pay Principal Credit Event*. 

Credit Ev«its: The following Credit Events shall apply to the 

Transaction (and the first sentence of Section 4.1 of the 
Credit Derivatives Definitions shall be amended 
accordingly): 

Failure to Pay Principal 

Writedown 

Additional Credit Event (as shown in the relevant 
Confirmation). 

Obligation: R^erence Obligation Only 


5. Interest Shorten 

interest Shortfall Payment In respect of an interest Shortfall, the relevant Interest 
Amount; Shortfall Amount; provided that, if Interest Shortfall Cap is 

specified as applicable In the relevant Confirmation and the 
Interest Shortfall Miount exceeds the Interest Shcxtfali Cap 
Amount, the Int^^t Shortfall Payment Amount In i^pect of 
such Interest Shortfall shall be the Interest Shortfall Cap 
Amount 

Interest Shrxtfall Cap; As shown In the relevant Confirmation, 

interest Shortfall Cap ^ount As set out in the Interest Shortfall Cap Annex. 
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Actual Interest Amount: 


WAC Cap Int^est Pro\(iston: 


E)^}ect^ Interest Amount: 
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With respect to any Reference Obligation Raiment Date, 
payment by or on behalf of the issuer of an amount in 
respect of Interest due undw the Reference Obligatton 
(induding, without limitation, any defared int^st or de^uit 
interest but excluding parents in respect of prepayment 
penalties, yield maintenance provisions or principal. 8;«^pt 
that the Actual interest Amount shall indude any {i^yment of 
prlndpal representing capitalized Interest that relate to ttia 
T«Tn of the Transaction) to the hold^s) of the Reference 
Obfigation in respect of the Reference Odigaticxi. 

As shown In toe relevant Confirmation. 

For this purpose, "WAC Cap" means a weighted average 
coupon or weigl^d average rate cap prowsion {tx>vrevef 
defined In the Underlying Instruments) of toe Undert^ng 
Instruments that increases or decreases toe interest 
rate or interest entitlement In drcumstances wh^e toe 
Underlying Instruments as at the Trade Date and vwtoout 
regard to any subsequent amendments, do not provide for 
any interest shortfdl arising as a result of such provision to 
be deferred, capitalized or otoerwise compensated for at 
any future time. 

With respect to any Reference Obligation Payment Date, toe 
amount of current interest that would accrue during the 
related Reference Odigation Calculation Period calculated 
using toe Reference Obligation Coupon on a principal 
balance of toe Reference Obligation equal to: 

(a) the Outstanding Principal Amount taking Into 
account any reductions due to a principal deficiency 
balance or realized loss amount (however described 
in the Underlying Instruments) that are attributable 
to toe Reference Obligation minus 

(b) toe Aggregate Implied Writedown Amount (if any) 

and that will be payable on the related Reference Obligation 
Pajmient Date assuming for this purpose that sufficient 
funds are available toerefor in accordance with toe 
Undeilying Instruments. Except as provided In (a) in the 
previous sentence, the Expected Interest ArruHint shall be • 
determined witoout regard to (I) unpaid amounts in resf^ 
of accrued interest on prior Reference ObiigatJon Parent 
Dates, or (11) any prepayment penalties or yield maintenance 
provisions. 

The Expected Interest Miount shall be determined; 

(x) if WAC Cap Interest Provision is sp^fied as 
appllcabte in the relevant C<»tilrmation, after giving 
effect to any WAC Cap; and 
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(y) If WAC Cap Interest is specified as not 

appilcabte in the relevant Cksiflnnatlon, w^out 
giving effect to any WAC Cap; and 

In either case wiffwut regard to the effect of any provls'ions 
(however described) of such Undertyir^ instruments that 
otherwise permit the limitation of dtm paymente to 
distributions of funds available frc^n proceeds of the 
Underlying Assete. or that provide for ttie capitalization or 
deferral of interest on the Ref^nce Ot^igation during Qie 
Toth of the Transaction, or that provide for the extinguishing 
reduction of such payments or distributions (eadi a 
“Limitation Provision’) (but, for the avoidance of doubt, 
taking account of any Writedown within paragraph (i) of the 
deffnition of "Writedown” occurring in acconfance witii the 
Underiyirtg instruments)^. 

For the purposes of calculating the Expected interest 
AmounL and notwithstanding any other provision herein, the 
Reference Obligation Coupon shall be deemed to irxdude 
any cap stated in ttie Underiying Instrument that is not a 
Limitation Provision and, where WAC Cap Interest Provision 
is specitied as not applicable in the relevant Confirmation, is 
not a WAC Cap. 

Inta'est Sivxffali: With respect to any Reference Obligation Payment Date. 

eittier (a) the noivpayment of an Expected Interest Amount 
or (b) the payment of an Actual Interest Amount that Is less 
than tile Expected Interest Amount. 

For the avoidance of doubL the occurrence of an event 
vrithin (a) or (b) shall be determined taking into account any 
payment made under the Reference Policy, If applicable. 

Interest Shortfall Amount: With respect to any Refer^Ke Obligation Payment Date, an 

amount equal to the greater of: 

(a) zero; and 

(b) the amount equal to the product of: 


(i) 

(A) 

the Expected Interest Amount; 
minus 


(B) 

the Actual Interest Amount; and 


(it) the Applicable Percentage; 

provided that, w^ respect to the first Reference ^l^ation 
Payment Date only, tiie Interest Shortfall Amount shall be 
the amount determined in accordance with (a) and (b) above 
multipHed by a fraction equal to: 


Note thstt wfO not impact the dsteintination of 'Expected interest AmmjnT in respect Of a Reference Obfigaticm that 
does not have a Lbnttatkxi Revise 


G-17 


Confidential Treatment Requested 


GEM7.00000696 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00559 Fmt 6602 Stmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



556 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1308 



(x) the number of days in tiie first Fbced Rato Payer 

Caicuiation Period; over 


(y) the niOTtber of days in the first Reference C^iigation 

Caicuiation Period. 

interest Shortfall 
Reimbursement: 

Witi) respect to any Reference Obligation Payment bate, tiie 
payment by or on behalf of the issuer of an Actoai interest 
Amount In respect of tiie Reference Obligation that is 
greater than tiie Expected Interest Amount 

interest Shortfall 
R^mbursement Amount 

With respect to any Reference Obligation Payment C^to, the 
product of (a) the amount of any interest Sho^il 
Relmbursemmt on such day and (b) the Applicable 
Percentage. 

interest Shortfai! 
Reimbursement Payment 
Amount: 

If interest Shortfati Cap is specified as not applicable in the 
relevant Ccmftomation. the relevant Interest Sh^ail 
Reimbursement Amount. If Interest Shortfall Cap is specified 
as applicable in the releirent Confirmation, the amount 
determined pursuant to the Interest Shortfall Cap Annex. 


6. Consequences of Step*up of the Reference Obligation Coupon 

Step-up prolusions; As shown in the relevant Confirmation. 

If tile Step-up pcovi^ns are applicable, then the following 
(Mtn^ions of tills paragraph 6 shall apply. 

Step-up: On any day, an Increase in tite Reference Obligation 

Coupon due to the failure of tiie Issuer or a third party to 
exercise, in acccxdanc^ with the Underling instruments, a 
*claan-up call” ch* other right to purchase, redeem, cancel or 
terminate (however described in the Underlying Instruments) 
the Reference Obligation. 


Non-Caii Notification Date: The date of detii^ by the Calculation Agent to the parties 

or by Buyer to Seller of a Non-Call Notice. 

Non-Call Notice: A notice given by tiie Calculation Agent to the parties or by 

Buyer to Seiler tiiat the Reference Obligation has not been 
pur^ased. redeemed, cancelled or t^minated by the issuer 
or a third party, In accordance with the Underling 
Instruments, pursuant to a 'ciearv-up cair or other right to 
purchase, redeem, cancel or tenmlnate (howev^ described 
in the Under^ng Instruments) the Reference Obligatimi, 
which failure wilt result in the occurrence of a Step-up. 

Increase of the Fixed Rate: Subject to ‘Optional Step-up Early Termination* below, upon 

tiie occurrence of a Step-up, the Fixed Rato ^li be 
increased by the number of basis points by \Atiilch tiie 
Reference Obligation Coupon is Incased due to the 
Step-up, such increase to take effect as of tiie Fixed Rato 
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Pa>w Payment Date Immediately following Uie fifth 
Business Day after the Non-Call Notification Date. 

Optior^l Step-up Earfy No later than ftve Business Days after the Non-Cali 

Termination: Notification Date, Buyer shall notr^ Seller (such notification, 

a "Buyer Step-up Notice”) whether Buyer wishes to continue 
tiw Transaction at the increased Fixed Rate or to terminate 
the Transaction. 

If Buyer elects to t^minate the Transat^n, the date of 
delivery of the Buyer Step-up Notice shaft be the Schedul^i 
Termination Date (such date, the "Optional Step-up Early 
Termination Date") and in such case "Inotease of the Fixed 
Rate* in this paragraph 6 shall not apply. 

No amount shaR be payable by either party In respect of tiie 
Optional Step-up Early Termination Date other titan any 
Fixed Amount, Additional Fixed Amount, Ffoating /^ount or 
Physical Settlement Amount calculated in accordartce with 
the terms h^ecrf. For the avoidance of doubt, the obligation 
of a party to pay any amount that has become due and 
payable under the Transaction and remains unpaid as at the 
Optional Step-up Eaiiy T^mlnation Date shall not be 
affected by the occurrence of the Optional Step-up Early 
Termination Date. 

If Buyer fails to deliver the Buyer Step-up Notice by tee fifth 
Business Day after the Non^ail Notification Date, Buyer 
shall be deemed to have elected to continue tee Transaction 
at the increased Fixed Rate as described under "Increase ^ 
the Fixed Rate". 

if Buyer elects, or is deemed to have elected, to continue 
tee Transaction at the increased Fixed Rate, the 
Transaction shai) continue. 


Settlement Terms 

Settlement Method: Physical Settlement 

Terms Relating to Physical Settlement: 

Physicai Settlement Period: Five Business Days 

Deliverable Obiigattens; 

Deliverable Obligations: 


Physical SetUement Amount: 


Exclude Accrued Interest 


Deliverable Obligation Category: Reference Obligation 
Only 

An amount equal to: 


(a) 


tee (xxxJuct of the Exe^se Amount and tiie 
Reference Price; minus 


G-19 


Confidential Treatment Requested 


GEW7-00000698 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00561 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



558 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1310 


(b) tfie sum 

({) tf the Aggregate Implied Writedown 
^ount is greater than zero, tfie {i^uct of 
{A) the ^gregate Imirfied Writedown 
Amount, (B) the Applicable P^centage, 
each as determined immediate prior to 
the relevant Delivery and (C) the Levant 
&ercise Percentage; and 

(li) the product of (A) the aggregate of all 
Writedown Amounts In respect of 
Writedowns within paragraph (IKB) of the 
definition of ■Writedown" minus the 
aggregate of all Writedown 
Reimbursement Amounts in respect of 
Writedown Reimbursements within 
paragraph (iiXB) of the definitkm of 
"Writedown Reimbursement" and (B) the 
relevant Exercise Percentage; 

provided tfiat if the Physical Settlement Amount would 
ex^d the product of: 

(1) the Reference Obligation Notional Amount as of 
the date which the relevant Notice of Physical 
Settlement is delivered calculated as though 
Physical Settlement in respect of all previously 
delivered Notices of- Physical SeSlement has 
occurred In full; and 

(2) ttie Exercise Percentage; 

then the Physical Settlement Amount shall be deemed to 
be equal to such preduct. 

Delayed Payment: With respect to a Delivery Date, if a Servicer Report Uiat 

describes a Delayed Payment is delivered to holders of the 
Reference OUigation or to the Calculation Agent on or 
after such Delivery Date, Buyer will pay the a^^icabie 
Delayed Payment ^nount to Seller no later than five 
Business Days following Uie later of (a) the day on which 
such Servicer Report Is delivered and (b) the day on v^l^ 
such Delayed Payment Is due and payable. 

Escrow: Api^icable 

Non-delhrery by Buyer or If Buyer has delivered a Notice of Physical Setdement and: 

(xxurrence of tie Effective 

Maturity Date: (a) Buy^ does not Deliver In full tie Deliverable 

Obligations specified in that Notice of Physical 
Settlement on or ^or to the Ph^Scat Settlement 
Date; or 
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(b) the Effective Maturity Date occurs after delivwy of 
the Notice of Physical SetUement but before Buyer 
Delivers the Deiiv^bie Obngattons s{^ffied in 
that Notice of Physical Seltimnent; 

ihen such Notice of Physical Settiement shall be darned 
rK)t to have been delivered and any reference in these 
CDS on MBS Terms to a previously deliv^d Nodce of 
Physical Settlement shall exclude any Notice of Physical 
Settlement that is deemed not to have been deUv»red. 
Sections 9.2(c)(ii} (except for the first sentence thereof), 
9.3, 9.4. 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives 
Definitions shaH not apply. 


8. Addittonai Provisions: 

(a) Delivery of Servicer Report 

If eith^ party makes a request in writing, the Calculation Agent agrees to provide such party 
a copy of ttie most recent Sen^cer Report promptly following receipt of such request, If and to toe 
extent sudi Senrtcer Report is reasonaMy available to toe Calculation Agent (whether or not the 
Calculation Agent is a holder of the Reference Obl^ation). In addition, if a Floating Payment ex' an 
Mditionai Fbced Payment Is due hereunder, then toe Calculation Agent or toe party that notifies 
the otoer party that toe relevant Floating Parent or Additional Fixed Paym^t Is due, as 
applicable, (toe "Notifying Party") shall deRver a <x>py of any Servicer Report relevant to such 
payment that Is requested by the party that is not toe Notifying Party or by elth^ party where toe 
Notifying Party is the Calculation Agent. If and to the extent toat such Servicer Report is 
reasonably available to the Notifying Party (whether or not the Notifying Party is a holder of toe 
Reference Obligation). 

(b) Calculation Agent and Buyer end Seller Determinations 

The Calculation Agent shaH be responsible for determining and calculating (I) the Fixed Amount 
payable on each Fixed Rate Payer Payment Date; (11) the occurrence of a Floating Amount Event 
and the related Floating Amount and (ill) the occurrence of an Additional Fixed Payment Event 
and the related Additional Fixed Amount; provided that notwithstanding toe above, each of Buyer 
and Seiler shall be entitled to determine and calculate the above amounte to toe extent that Buyer 
or Seller, as applicable, has the right to deliver a notice to toe other party demanding payment of 
such amount, llie Calculation Agent or Buyer or Seller, as applicable, shall make su^ 
determinations and calculations based solely on the basis of the Servicer Reports, to the extent 
sutto Sexvicer Reports are reasonably available to the Calculation Agent or such party. The 
Calculation /^ent of Buyer or Seller, as applicable, shall, as soon as practicable after making any 
of toe determinations or calculations specified in (I) and (if) above, notify the parties or toe otoer 
party, as applicable, of such det^'minations and calculations. For the avoidance of doutH, if an 
Int^est Shc^aif Amount is not explicitiy set out In toe Servicer Report but toe Calcutetion Agent 
determine toat an Interest Shortfall has occurred the basis of Information in such Servicer 
RetK)rt, then ttie relevant Interest Shortfall Amount shall be calculated by the Calculatkxi ^ent 
on toe baste of such information.5 

(c) Adjustment of Calculation Agent Detenninations 


TNs is Intended to cover any situation in vMch the Servicer Report does not report on intw^ Shotfalls. 
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To the extent Uiat a Servicer himishes any Servicer Re|X)rte ccxrecting infrxmation <»ntained in 
pre^^usty issued Servicer Report, and such corrections impact caicuiations pursuant to the 
Transaction, the caicuiations relevant to the Transaction shall be adjusted retroactively by the 
Calculation Agent to retiect the corrected Information (provided tiiat, for tiie aN^idance of dCHibt. 
no amcHints in r^pec^ of int^st shall be payable by either party and (xovid^ that the 
Calculation Agent in performir^ tiie calculations pursuant to this paragraph vnll assume that no 
Interest has accrued on any adjusted amount), and tiie Calcula^n Ag^ shall pramptiy notify 
both parties of any correct payments required by eitiier party. Any required corrected payments 
shall be made wi^in tive Business Days of the day on which such rectification by the Caloilatlon 
^ent is effectiN^. 

9. Additional Definitions and Amendments to the Credit Derivatives Definitions 

(a) References In Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Def!nltk>ns as vrall as 
Section 3{a)(lv) of the form of Novatfon Agreement set forth in Exhibit E to the Credit Oertvattves 
Detinitions to the Reference Btiity shall be deemed to be references to both the Reference Entity 
and the insurer in respect of the Reference Policy, if applicable. 

(b) (I) Hie detinrtion of 'Publicly Available Information” in Section 3.5 of the Credit Derivatives 

Definitkms shall be ammled by (i) Inserting the wffxds the Insurer In r^pect of the 
Reference Policy, if applicable” at erxi of subparagraph (a}(iiKA) thereof, (il) Ins^^g 
tile words ”, servicer, sub-servicer, mast^ ser>^er” beh^-e the words *or paying ag^t” in 
subparagraph (aK>>)(B) thereof and (ill) deleting the word *or” at the end of subparagraph 
(a)(iii) thereof and losing at the end of subparagraph (aXiv) thereof the following: ”or (v) 
Information contained in a notice or on a website published by an Intemationatly 
recognized rating agency that has at any time rated the Reference Obligation”. 

(ii) The definition of 'Physical Settlement” In Section 8.1 of the Credit Derivatives Definitions 
shall be amended by (i) deleting tiie words 'Physical Settlement Amount* horn the last 
line of the second paragraph thereof and (H) inserting In lieu thereof the words 'Exercise 
Amount*. 

(Ill) The deffnltton of 'Physical Settlemerit Date” In Section 8.4 of the Credit DerrvaUves 
Definitions shall be amended by deleting the last sentence thereof. 

(c) For the purposes of the Transaction only, the foilowir^ terms have the meanings given below: 

'Actual Principal Amount” means, with respect to the Rnal Amortization Date or the Legal Rnat 
Maturify Date, an amount paid on such day by or on behalf of the Issuer in respect of principal 
(excluding any amount representing capitalized interest that relates to the Term of tiie 
Transaction) to the holders) of the Reference Obligation In respect of the Reference Obligation. 

‘^gregate Imptl«i Writedown Amount” means the greater of (i) zero and (11) the aggregate of all 
imf^ied Writedown Amounts minus the aggregate of all Implied Writedown R^mbursem^t 
Amounts. 

’Current Factiw" means the factor of toe Reference Obligation as specified In the most recent 
Servicer Repwt; fwovided that if tiie factor is not specified in the most recent Servicer R^xxt or 
tiie factor specif includes deferred or capitalized interest that relates to the Term of tiie 
Transaction, then the Current FactOT shall be the ratto equal to (i) the Outstanding F^rKipai 
Amount as of such date, determined In accordance with the most recent Servicer Repext over 
(il) tiie Ordinal Principal Amount. 
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"Currant Period implied Writedown Amount" means, kt resp^ of a Reference Obligaticm 
Catcutation Period, an amount determined as of the last day of such Reference Obligation 
Caicuiation Period equal to toe greater of: 

(i) zmo; and 

(li) toe pptxJuct of: 

(A) the Implied Writedown Percentage; and 

(B) the greater of: 

(1) zero; and 

(2) the lesser of (x) toe Pari Passu AnKtont and (yj toe Pari Passu ^mint plus the 
Senior Amount minus toe aggregate outstanding asset pool balance s«:uring toe 
payment obiigations on toe Reference Obligation (all such outstanding asset pool 
balances as obtained by the Calculation Agent from the most recently dated 
Servicer Report available as oi such day), calculated based on the face amount 
of the assets then in sudi pool, whether or not any such asset is p^orming. 

"Deia^ Pa^enf means, with respect to a Delivery Date, a Principal Payment, Principal Shortfall 
Relmtnjrsement or a Writedown Reimbursement vrithin paragraph (i) of toe definition of "Writedown 
Reimbursement" toat is described in a Servicer Report delivered to holders of the Reference Obligation or 
to toe Caloilafion ^ent on or after such Delivery Date. 

"Delayed Payment Amount” means, if persons who are holders of the Reference Obligation as of a date 
pricx to a Delivery Date are paid a Delayed Payment on or aft^* such Delivery Date, an amount equal to 
the product of (I) toe sum of all such Delayed Payments, (II) the Reference Price, (iii) the Appilcabie 
Percentage Immediately prior to such Delivery Date and (fv) toe Exercise Percentage. 

"Distressed Ratings Downgrade* means that the Reference Obligation: 

(i) if publicly rated by Moody’s, (A) is downgraded to 'Caa2* or below by Moody's or (B) has the 
rating assigned to it by Mood/s withdrawn and, in either case, not reinstated within five Business 
Days of such downgrade or withdrawal; prt>vided toat if such Reference Obligation was assigned 
a public rating of *Baa3” or higher by Mood/s immediately prior to the occurrence of such 
withdrawal, it shall m^t constitute a Distressed Ratings Downgrade if such Reference Obligation is 
assigned a public rating of at least "Caal* by Mood/s within three calendar months after such 
withdrawal; or 

(ii) if puWicly rated by Standard & Poor's, (A) is downgraded to "CCC” or below by Standard & Poor's 
CM* (B) has toe rating assigned to it by Standard & Poor's withdrawn and, in either case, not 
reinstated within five Business Days of such downgrade or withdrawal; provided that if such 
Ref^ence Obligatkm was assigned a public rating of "BBB-" or higher by Standard & Poor's 
immediately prior to the occurrence of such vritiidrawal, it shall not constitute a Distressed 
Ratings Downgrade if such Reference OUigation is assigned a public rating of at ieast "CCC-*-" by 
Standard & Poor's \^in three calendar months after such withdrawal; or 

(iii) if publicly rated by Fitch, (A) Is downgraded to "CCC* or below by Fitch or (B) has toe rating 
assigned to it by Fitch withdrawn and, in either case, not reinstated within five Business Days of 
such downgrade or vrithdrawal; provided toat If such Reference Obligation was assigned a public 
rating of 'BBB>” or higher by Fitch immediately prior to toe occurrence of such witodrawai, it shai! 
not constitute a Distr^ed Ratings Downgrade if sucto Reference Obligation Is assigned a public 
rating of at least "CCC+-" by Fitch within three calertoar months after such withdrawal. 
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“Effect Maturity Date* means ttie earlier of {a) ttie Schedule Termination Date and (b) the Fin^ 
^ortcation Date. 

•Exercise /^nounf means, for purposes of the Transactkm, an amount to which a Notice of Ph^lca! 
Setttement relates equal to the product of 0) the original face amount of tire Reference Obligatitm to be 
Delivered by Buy^ to Seller on toe applicable ftoysical Settlement Date; end (ii) toe Current FactcM' as of 
such date. The Exercise Amount to \Milch a Notice of Physical Settlement relates shall (A) be equal to or 
less than toe Reference Obligation Notional Amount (determined, for this purpose, witoout regard to the 
effect of any Writedown or Writedowi Reimbursement witoln paragraphs (i}(B) or (iii) of *Writedown* or 
paragraphs {S)(B) or (iii) of "Writedown Reimbursement*, respectively) as of the date cm whteh toe 
relevant Notice of Physic^t Settlement Is delivered catcutated as though toe Ph^ical Settlement of aH 
prB\^usty deliver^ Notices of Physteal Settiem^t has occurred in full and (B) not be less Qian toe 
lesser of (1) toe Refererxse Obligation Notional Amount as of the date on which the raievant Notice of 
Physical Setoement is delivered calculated as toough Physical Settlement to respect of ail previously 
deliver^ Nottees of Physical Settlement has occurred in full and (2) USDIOO.OOO. The cumulative 
original te^ amount of Deliverable Obligations specifiod to all Notices of Physical Settlement shall not at 
any time exceed toe Initial Face Amount. For toe avoidance of doubt: (a) if any capitalization c^r def^ral 
of totwest in respect of the Reference Obligation has occurred during the Term of the Transaction and 
has not been recovm^ by holders of toe Reference Obligation pursuant to the terms of ttie Underfytog 
Insttumente. then, ^ toe purpose of determining the amount of Deliverabie Obligations to be D^ivered, 
the Exercise Micnint (determined above by reference to toe original face amount) will refxesent an 
outstanding principal talance of toe Reference Obligation to be Delivered by Buyer that includes toe 
fxopcxtion of unrecxjvered interest etiributabie to the Reference Obiigation to to Delivered and (b) 
ntoMtiistaridtog the toregoing. toe Physical .Seteement Amount payable by Seller in relation to such 
Exerdse Armunt shall not include any amount in respect of such unrecovered Interest 

'Exercise Percentage* means, with respect to a Notice of Physical Settiement, a percentage equal to the 
ctoginal face amount of tiie Deliverable Obligations specified in such Notice of Riysical Settlement divided 
by an amount equal to (I) the Initial Face Amount minus (ii) the aggregate of toe original face amount of 
ail Deliverable Obligations specified in all fM’evioosly delivered Notices of Physical Settlement 

"E^to^cted Principal Amount* means, with respect to toe Final Amortization Date or the Legal Final 
Maturity Date, an amount equal to (i) toe Outstandii^ RIncIpal Amount of toe Reference Obligation 
payable on such day (excluding any amount representing capitalized Interest that relates to the Term of 
toe Transaction) assuming for this purpose that suffident funds are available tor such paymenL where 
such antount shall to determined in accordance with toe Underlying Instruments, minus (9) toe sum of (A) 
toe Ag^egate Implied Writedown Amount (if any) and (8) the net aggregate principal defldency balance 
or realized loss amounts (however descrit^ in toe Underlying Instruments) that are attributable to the 
Reference Obligation. The Expected Principal Amount shall to determined without regard to the effect of 
any provisions (however desrxibed) of the Underlying instruments that permit the limitation of due 
payments or distiibutions of funds in accordance with toe terms of such Reference Obiigation or that 
provide for the extinguishing or redudion of such payments or distributions, 

'Failure to Pay PrincipaF means (i) a failure by the Reference Entity (or any Insurer) to pay an Expected 
Principal Miount on toe Final Amrxtizatton Date or the Legal Final Maturity Date, as the case may to, or 
(it) payment on any sudi day of an Actual Principal Amount toat is less than toe Expected fhindpai 
Amount; provided that the failure by the Reference Entity (or any Insurer) to pay any such amount In 
respect of principal in accoidance with toe foregoing shall not constitute a Failure to Pay Principal if such 
failure has been remedied witoln any grace period applicable to such payment obiigation under toe 
Underiying instrumente or, if no such grace ptood Is appiicabie. within three Business Da^ toe day 
on which the Expected Prindpal Amount was scheduled to be paid. 

"Final Amortization Date* means toe first to occur of (I) toe date on which the Reference ObHgaticm 
Notional Amount is reduced to zero and (ii) the date on which toe assets s»xiring the Reference 
Obligation or designated to tend amounts due in respect of the Reference Obiigation are liquidated. 
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distributed or otherwise disposed of in hjii and the proceeds thereof are distributed or otherwise disposed 
of in full. 

"Fitch" means Fitch Ratings or any su<x;«JSor to its rating business. 

"Imf^ied Writedown Amounf means, (i) if the Underlying Instalments do not pro>^e for writedowns, 
applied losses, principal deficiendes or realized losses as desolbed in (i) of tiie definitkm of "Writedovm" 
to occur in r^p^ of the Reference Obligation, on any Reference Obi^ation Payment Date, an amount 
deterntined by ttie Calculation /^ent equal to tiie excess, If any, of tite Current Period Imj^ied Writedown 
Amount o\mr the Previous Period Implied Writedown Amount, in each case in resji^ct of the Ref^nce 
Obligation Calculatton Period to such Reference Obligation Payment Date rdates, and (il) In any 
oth^ case, zero. 

"Implied Writedown Percentage" means (i) tfie Outstartoiirg Prindpal Amount divided by (ii) the Pari 
Pa^u Ammint. 

"Implied Writedown Reimbursement Amount’ means, (I) If the Uridertying Instruments do not prowde fw 
mitedowr^, applied losses, principal deficiencies or realized losses as descrtoed In (i) of toe definition of 
"Writedown" to occur In respect of toe Reference Obligation, on any Reference Obligation Pajmfient Date, 
an amount determined by the Calculation Agent equal to toe excess, If any, of toe Previous Period 
Implied Writedown Amount over the Current Period Implied Writedown Amount, In each case In respect of 
the Reference Obligation Calculation Period to which such Reference Obligation Payment Date relates, 
and {ii) In any other case, zero, provided that toe aggregate of all Implied Writedown Reimbursement 
Amounts at any time shall not exceed toe Outstanding Principal Amount. 

"Legal Final Maturity Date" means toe date set out In paragraph 1 above (subject, for the avoidance of 
doubL to any business day convention applicable to the legal final maturity date of the Reference 
Obligation), {v-ovided that if the legal final maturity date of the Ref^ence Obligation Is amended, the Legal 
Final Maturity Date shall be such date as amended. 

"Moody's* means Moody's Investors Service, Inc. or any successor to Its rating business. 

"Outstanding Principal Arntnint" means, as of any dale of determination respect to the Reference 
Obligation, toe outstanding principal balance of toe Reference Obligation as of such date, which shall 
take into account: 

(I) ail payments of principal; 

(ii) all writedowns or applied losses (however described in the Underlying instruments) resulting In a 
reduction In toe outstanding principal balance of toe Reference Obligation (other than as a result 
of a scheduled or unscheduled payment of principal); 

(ill) forgiveness of any amount by the holders of the Reference Obligation pursuant to an amendment 
to the Underlying Instruments resulting in a reduction in toe outstanding principal balance of the 
Refer^ice Obligation; 

(iv) any payments redudng the am^Kint of any reductions described In (ii) and (ill) of this definition; 
and 

(v) any increase in the outstanding principal balance of toe Reference ObHgation that reflecte a 
re>mrsal of any {xIot reductions described in (if) and (ill) of this definition; and 

(vi) any increase in the outstanding prlndpa! balance of toe Reference Obligatkm that is attributable 
to toe deferral or capitaiizaticm of interest prior to the Effective Date. 
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For the ax^idance of doubt, the Outstanding Principal Amount shall not Include any pt^on of the 
outetanding principal balance of the Ref^ence Obligation that is attributable to the defenei or 
capltalizaticm of interest during the of ttiis Transaction. 

”Pan Passu Amount* means, as of any date aS determination, the aggregate &ie Outetanding Principal 
Amount of ttie Reference Ot^gabon and the aggregate outstanding piincipat balance of all obligations of 
bie Reference Entity s^r^ by the Underlying Assets and ranking pari passu in priority tt>e 
Reference Obligation. 

■Pre’rious Period Implted Writedown Amount" means, In respect of a Ref^enc» OW^abOT Calculation 
Period, the Current P^’tod implied Writedown Amount as determined in relation to the fest day of the 
immediately preening Reference Obligation Calculation Period. 

"Prindpa! Payment* means, vrith respect to any Reference Obligation Payment Date, the occurrence of a 
payment of an amount to holders of die Reference ObKgaUon in respect of principal (scheduled or 
unscheduled) in respect of the Reference Obligation other than a paym^ in respect of {xincipai 
re^Mesenting capitalized fet^est that relates to the Term of the Transaction, excluding, for die avoidance 
of doubt, any Writedown R^mbursement of Interest Shortfafl Reimbursement. 

"Principal Payment AmcHint* means, with respect to any Reference Obligation Payment Date, an amount 
equal to die product of CO the amount of any Principal f^yment on such date and (ii) the Appifeabie 
Percentage. 

"Principal Shortfall AmtHjnt* means, in respect of a Failure to Pay Principal, an amount equal to the 
greater ot 

(i) zero; and 

(il) the amount equal to the product of: 

(A) the Expected Principal Amount minus the Actual Principal Amount: 

(6) the Applicable P^entage; and 
(C) the Reference Price. 

If die Principal Shortfall Amount would be greater than die Reference Obligation Notionai Amount 
immediately prior to the occurrence of such Failure to Pay Principal, then the Principal Shortfall Amount 
shall be deemed to be equal to the Reference Obligation Notional Amount at such time. 

"Principal Shrxdall Relmbureement” means, with respect to any day, the payment by or on behalf of die 
issuer of an amount In respect of the Reference Obligation in or tovrerd the satisfaction of any deferral of 
C8- failure to pay principal arising from one or more prior ooajrrences of a Failure to Pay Princiy«il. 

"Princ^al Shortfall Reimbursement Amount* means, with respect to any day, the product of (i) die amount 
of any Principal Shortfeli Reimburs^ent on such day. (ii)the Applicable Percentage arto (ill) the 
Reference Price. 

"Principal Shortfai! Reimbursement Payment Amount" means, with respect to an Additional Fbred Amount 
Payment Date, the sum of the Principal Shortfall Reimbixsement Amounts in respect of all Prindpal 
Shortfall Reimbursemente (if any) made during the Reference Obligation Calculation Period relating to 
such Additional Fixed Amount Payment Date, provided that the aggregate of all Principal Shortfall 
Reimburs^ent Parent Ammints at any time shall not exceed the aggregate of all Floatlr^ Amounts 
paid by Seiler in resp^t of occurrences of Failure to Pay Principal prior to such Additional Fbced /^rxiunt 
Payment Date. 
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■Rating Agei^es' mear^ FIteh, Moody's and Standard & Poor's. 

■Referent Obfigatlon Calculation Period* mear^. witti respect to each Refa-ence OWigaUon Payment 
Date, a period correspcmdlng to the int^est aixrual period relating to such Refi^nce Obligation Payment 
Date pursuant to the Underlying In^iiments. 

■Reference Obligation Coupon” means the periodic interest rate applied in relation to eac^ Ref^nce 
Obligation Cakaiiatkm Period on the related Reference Obligation Payment Date, as detennin^ in 
accordance witii the terms of tiie Underlying instruments as at the Effective Date, without r^ai^ to any 
subsequent amendment. 

■RefererK^e Obligation Payment Date* means 0) ^^ch scheduled distribution date for ttie Reference 
OUigation occuning on cr aft^ the Elective Date and on or to the Scheduled lamination Date, 
det^mined in accordance with the Und^lying Instrum^its ar^ (li) any day after tiie Effective Materity 
Date on which a payment is made in respect of the Reference Obligation. 

■Relevant Amount* means, if a Servicer Report that desoibes a Principal Payment. Writedown or 
Writ^own Reimbiffswnent (othw than a Writedown Relmlxirsanent within paragraph (i) of "Writedown 
Reimbureement"), in each case teat has the effect of decreasir^ increasing the interest'accruing 
princif^l baiarKre of tee Reference Obligation as of a date (^ior to a Delivery Date but such Servicer 
Re^xjrt is delivered to hdders of tee Reference Otrilgation <x' to the Calculati^ Agent on ot after such 
Delivery Date, an amount equal to the product of 0) the sum of any such Principal Payment (exf^ossed 
as a positive amount), Writedovm (expressed as a positive amount) or Writedown Reimbursement 
(expressed as a negative amount), as applicable; (h) the Reference Price; (iii) tee Applicable Percentage 
immediately priOT to such Delivery Date; and (iv) the Exercise Percentage. 

"Senior Amount” means, as of any day, the aggregate outstanding principal balance of all ctotigations of 
tee Reference Entity secured by tee Underlying Assets and ranking senior In priority to tee Reterence 
Obligation. 

*S»^ricer” means any trustee, servicer, sub^ervicer, master servicer, fiscal agent, pa^ng agent or other 
similar entity responsible for calculating payment amounts or providing reports pursuant to tee Underlying 
Instruments. 

“Servicer Repeats* means periodic statements or reports regarding tee Reference Obligation provided by 
the Servicer to holders of the Reference Obligation. 

"Stendani & Poor's’ means Standard & Poor's Rating Services, a division of The McGraw-Hill 
Companies, Inc. or any successor to its ratir^ business. 

"Underling Assets’ means the assets securing tee Reference Obligation for the benefit of the holders of 
the Reference Obligation and which are expected to generate tee cashftows required for the servicing 
and repayment (in whole or In part) of tee Reference Obligatton, or tee assets to which a holder of sucte 
Referenrre Obligation is economically exposed where such exposure is created s^mthetically. 

"Underlying Instiuments" means the indenture, trust agreement, pooling and servicing agreom^t or oth^ 
relevant agreement(s) setting forth tee terms of the Reference Obligation. 

"Writedown" means tee occurrence at any time on or after the Effective Date of: 

(i) (A) a writedown or applied loss (howevw described In the Underlying Instruments) resirfUng 

in a reduction in tee Outstanding Principal AnK>unt (other than as a result of a scheduled 
at unsete^uted parent of principal); or 
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(B) the attnbuGon of a prbidpat deficiency or realized loss (hov^^iN^r described in die 
Ur^ert^ng instrument) to toe Reference Obl^adon i^utdng In a reduction or 
subofdinatlon of toe cuirent intefest payable on toe Ref^rK» Obligation; 

(il) - toe forgnnsness of any amount of prindpat by toe holders of toe Reference ObUgadon pursuant to 
an amendment to toe Undertying Insbuments resultir^ in a reduction In toe Outstanding Principal 
Amount; or 

(iii) d toe UfKterlyjng Insbuments do not provide for writedowns, applied losses, principal defidendes 
or realized losses as desrmbed In (!) above to occw in resp^ of the R^etence Obligation, an 
implied Writedown Amount being determined in respect of the Ref^ence Obligation by the 
Calculation Ag«it. 

*Writedown /^ount" means, with respect to any day. the product of (i) toe amount of any WritedoMi on 
such day, (li) the Applicable Percentage and (iii) toe Reference Price. 

■Writedown Relmbursement“ means, with respect to any day, toe occurrence of: 

(i) a payment by <x on behalf of toe Issuer of an amount In respect of toe Reference Obt^ation in 
reduction of any prior Writedowns; 

(li) (A) an inaease by or on behalf of the Issuer of the Outstanding Prindpai Amount of toe 
Reference Obligation to reflect toe reversal of any prior Writedowns; or 

(6) a decrease in the principal deficiency balance or realized loss amounts (however 
described in toe Und^ying Instruments) attributable to the Reference Obligation; or 

(iii) if the Underlying instruments do not provide for wrifedovi^, applied losses, principal deficiencies 
or realized losses as described in (it) above to occur in respect of the Reference Obligation, an 
Impfied Writedown Reimbursement Amount betog determined in respect of the Reference 
Obligation by the Calculation Agent 

■Writedown Reimbursement Amount* means, with respect to any day, an amount equal to toe product of: 
(1) toe sum of ad WritedovN^ Reimbursements on that day; 

(li) toe ^piicable Percentage; and 

(iii) the Reference Price. 

"Writedovwi RelmtHirsement Payment Amounr moans, with respect to an Additional Fixed Amount 
Parent Date, toe sum of the Writedown Reimbursement Amounts in respect of all Writedown 
Reimbursements (ti any) made during toe Reference Obligation Calculation Period relating to such 
Additional Fixed ^nouni Paym^t Date, provided that toe aggregate of all Writedown Reimbursement 
Payment /toiounts at any time shall not exceed toe aggregate of all Floating Amounts paid by Seiler in 
respect of Writedowns occurring prior to such Additional Fixed Amount Payment Date. 
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interest Shorten Cap Annex 

if interest Shortfal! Cap is s{:^ined as applicable In the relevant ConfirmaSon, then the fofbwing 
provisicKts apply: 

Interest Shortfall Cap Basis: As shown In the r^vant Confirmation. 

interest Shortfall Cap Ammint: If the Interest Shortteli Cap Basis is Fbced Cap, the intm-est 
Shortfal! Cap Amount in respect of an Interest Shcxtfati shall 
be the Fixed Miount calculated in r^p^ of the Fsxed Rate 
Payer Paymwit Date Immediately fdiowing the Reference 
Obligation Payment Date on which the relevant Int^est 
Shortfall occurred. 

If the Interest Shcxtfall Cap Basis Is Variable Cap, the 
interest Shortfall Cap Amount applicable in respect of a 
Floating Rate Payer Payment Date shall be an ammjnt 
equal to the product of: 

(a) the sum of the Relevant Rate and tee Fixed Rate 
applicable to the Fixed Rate Payer Calculafion 
Period immediately preceding the RefererKe 
Obligation Payment Date on which the relevant 
Interest ^lortfall occurs; 

(b) tee amount determined by the Cabuiation ^ent 
under sub-clause (b) of the definitbn of ”Flxed 
Amount* In relation to the relevant Fixed Rate Payer 
Payment Date; and 

(c) tee actual number of days In such Fixed Rate Payer 
Calculation Period drvid^ by 360. 

interest Shortfall As shown In tee relevant Confirmation. 

Compounding: 

if Interest Shortfall Cap Is specified as apj^bable in tee 
relevant Confirmation, then with respect to the first 
Additional Fixed Amwnt Payment Date, zero, and with 
respect to any subsequent Addftbnal Fixed Amount 
Payment Date and cabulated as of the Reference 
Obiigatbn Paym^t Date immediately preceding such 
Additional Fixed Amount Payment Date, as specified by the 
Cabulatbn Agent te its notice to tee parties or by Seiler in 
its notice to Buyer of tee existence erf an interest Shortiail 
Reimbursement, an amount equal to tee greater of: 

(a) zero; and 

(b) the amount equal to; 

(i) the (xoduct of: 

(A) tee Cumulative interest Shortfall 
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Payment Amount as of the 
Mdilionat Fixed Amount Payment 
Oats immediately preceding sudi 
Reference Obligation Payment 
Date; and 

(B) either. 

{1} if Interest Shcxtfall 

Compounding is specified 
as applicable in die relevant 
Confirmation, the relevant 
Cumulative Interest 

Shortfall Payment 

Compoundir^' Factor for 
the Fixed Rate Payer 
Calculation Period 

immediately preceding such 
Additional Faced Amount 
Payment Date (or 1.0 in 
respect of any Additional 
Fixed Amount Payment 
Date occurring after the 
final Fixed Rate Payer 
Payment Date); or 

(2) If Interest Shortfall 

Compounding Is specified 
as not applicable In the 
relevant Confirmadon, 1; 

minus 

(ti) die Cumulative Interest Shortfall Amount as of such 

Reference Obligation Payment Date; 

provided diat if the Interest Shortfall Reimbursement 
Payment Amount on an Additional Fbced Amount Payment 
Date would exceed the Interest Shortfall Reimbursement 
Amount in respect of die related Reference Obligation 
Payment Date, dien such Interest Shortfall Reimbursement 
Payment Amount shall be deemed to be equal to such 
Interest Shortfall Reimbursement Amount 

With respect to any Reference Obligation Payment Date, an 
amount equal to the greater of: 

(a) z^; and 

(b) an amcHint equal to: 

(1} the Cumulative Interest Shortfall Amount as 
of the Reference Obligation Pa^nent Date 
immediately preceding such Refererwe 
Obligation Payment Date or, in the case of 


G-30 


GEM7-00000709 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 Frm 00572 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



569 


Footnote Exhibits - Page 1321 


the first Reference OW^atton Payment 
Date, zero; plus 

(n) the Interest Shortfall ^ount (If any) in 

respect of such Reference Obligafion 

Payment Date; plus 

(iii) either 

(A) if Interest Shortfall Compoundir^ Is 
specified as appiicatHe in tlw 
relevant Confirmation, an arrmunt 
determined by the Caiculafion 
Agent as the amount of Interest that 
would accrue on the Cumulative 
Interest Shcrtfail Miount 
immediately preceding suc^ 
Reference Obligation Payment Date 
during the reiated Reference 
Obligation Caicuiation Period 
pursuant to the Underlying 
Instruments or, in tiie case of the 
first Reference Obligation Parent 
Date, zero; or 

(B) if Interest Shortfall Compounding is 
specified as not appiicabie in tiie 
relevant Confirmation. 0; minus 

(iv) the interest Shortfall Reimbursement . 
Amount (If any) in respect of such 
Reference Obligation Payment Date. 

Upon Uie occurrence of each Delivery, the Cumulative 
interest Shortfall Amount shall be multiplied by a fractbn 
equal to (a) the Appiicabie Percentage immediately follo^ng 
such Delivery dMded by (b) the ^plicable Percentage 
immediately to such Delivery; provided, however, that if 
more than one Delivery Is made during a Reference 
Obligation Caicuiation Period, the Cumulative Interest 
Shortfall Amount calculated as of the Reference Obligation 
Payment Date occurring immediately after such Reference 
Obligation Caicuiation Period shall be multiplied by a 
fraction equal to (a) the Appiicabie Percentage Immediately 
foliowing the final Delivery made during such Reference 
Obligation Caicuiation Period over (b) tiie Appibable 
Percentage Immediately prior to the first DeUvery made 
during such Reference Obligation Calculation Period. 


Cumulative Interest Shortfall The Cumulative Interest Shortfall Payment Amount with 

Paiffnent Amount: - respect to any Fixed Rate Payer Pa^OTt Date and any 

Additional Fixed Amount Paymmt Date falling on such 
Faced Rate Payer Payment Date shaii be an amount equal 
to tire greater of: 
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(a) zero; and 

(b) the amount equat to: 

0) the sum of: 

(A) the Interest Shor^H Payment 
Amount for the Ref«^nce 
Obligation Payment Date 
corresponding to Fixed Rate 
Payer Payment Date; and 

(B) the product of: 

(1) the Cumulative Interest 
Shortfall Payment ^cxjnt 
as of the Fixed Rate Payer 
Payment Date imm«jlatdy 
preceding such Fixed Rate 
Payor Payment Date (w 
zero in the case of tt>e first 
Fixed Rate Payer Payment 
Date); and 

(2) either. 

(AA) if interest Shortfall 

Compounding is specitied 
as applicable in tiie relevant 
Confirmation, the relevant 
Cumulative Interest 

Shortfall Payment 

Compounding Factor; or 

(BB) if Interest Shortfall 

Compounding Is specified 
as not applicable In the 
relevant Continuation. 1 ; 


minus 

Ol) any Interest Shortfall Reimbursement Payment 
Amount pakf on such Fixed Rate Payer Payment 
Date. 


WWi respect to any Additional Fixed Amount Payment Date 
falling after the final Fixed Rate Payer Payment Date, the 
Cumulative interest Shortfall Payment Amount shall be 
equal to: 

(x) the Cumulati>^ Interest Shortfall Payment Amount 
as of the Additional Fixed Amount Payment Date 
immediate preceding such Additicmal Fixed 
Amount Payment Date (or as of tire final Fixed Rate 
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Payo* Payment Date In ttie case of the first 
Additional Fixed Amount Payment Date occurring 
after the final Fixed Rate Payer Payment Date): 
minus 

(y) any Interest Shortfall Reimbursement Payment 
Amount paid on such AddlUonai Fixed Amount 
Payment Date. 

Upon the occurrence of each D^lvery, the CumulaSve 
Interest Shortfall Parent Amount shall be multiplied by a 
Action equal to (a) file Applicable Pnoentage immediately 
following such Delivery divided by (b) the Applicatrie 
Percentage immediately prior to such Derivery; provided, 
howev^*, that if more ^an one Delivery Is made during a 
Reference Obligation Calculation Perl^, the Cumulative 
Interest Shortfall Payment Amount calculated as of the 
Reference Obligation Payment Date occuaing immediately 
after such Reference Obligation Calculation Period shall be 
multiplied by a fraction equal to (a) the Ai^licable 
Percentage immediately Wlowing the final Delivery made 
during such Reference Obligation Calculation Period and (b) 
the Af^iicable Percentage immediately prior to the first 
Delivery made during such Reference Obligation Calculatlim 
Period. 

Cumulative Interest Shortfall With respect to any Fixed Rale Payer Calculation Period, an 
Pa^OTt Compoundif^ Factor amount equal to fiie sum of: 


(a) 

1.0; 



plus 


(b) 

the product of: 


(i) 

the sum of (A) the Relevant Rate plus (B) 
the Fixed Rate; and 


,W 

the actual number of days in such Fixed 
Rate Payer Calculation Period divided by 
360: 


provided, however, fiiat the Cumulative Interest Shortfall 
Payment Compounding Factor shall be deemed to be 1.0 
during the period from but excluding the Effecttve Matiirity 
Date to and Including file Termination Date. 

R^evant Rate: With respect to e Fixed Rale Payer Calculation Pwiod, the 

Floating Rale, expressed as a decimal number vsrtth seven 
decimal places, that would be determined If: 

(a) the 2000 ISDA Definitions (and not file 2003 ISDA 
Credit Derivative Definiticx^) appfied to this 
paragraph; 
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(b) the Fixed Rate Payer Calcutation Period wre a 
"Calculation Period" for purjx^^ of such 
determination; and 

(c) the foltow^g terms apfriied: 

(i) the Floating Rate Option ^re tfie Rate 
Source; 

til) tfte Designated Maturity were me period 
that corresponds to the usual lengm of a 
Fixed Rate Payer Calculation Period; and 

(iH) the Reset Date were the f^t day of me 
Calculation Period; 

provided, however, mat the Relevant Rate shall be deemed 
to be during me period from but excluding the Effective . 
Maturity Date to and including me TemninaUon Date. 

As shown in me relei^nt ConRrmation. 
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Schedule 

Fom of Novation Confirmation 
[Headed paper of Party A] 

NOVATION CONFIRMATION 

lor use witi the ISDA Standard Ti^s Supplement fra* use with Credit Deri>raitive Transact cm 
Mc^^age-Backed Security wi^ Pay-^>You-Go or Physica! Settlement as published by the Inten^ticmal 
Swaps and Derivatives Association, Inc. 


Date: 

To: [Name and Address or Facsimile Number of Party B and Party C] 

Frc»n: [Party AJ 

Re: Novation Transaction 


Dear : 

The purpose of this [facslmiie][letter] is to confmn the terms and conditions of the Novattcm 
Transadlon entered Into between toe parties and effective ftcxn the Novation Date sproified below. This 
Novation Contirmation constitutes a "Confirmation'' as ref^ed to in toe New Agreement specified below. 

1. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the 
"Detinitlons"). the terms and proidsions of the 2003 ISDA Credit Derivatives Definitions (the "Credit 
Derivatives Definitions”), as published by the international Swaps and Derivatives Association, Inc. and 
am^ed frnn time to time and toe Annex hereto are each incorporated in this Novation Contirmation. In 
toe event of any inconsistency between (i) the Definitions (as emended by the Annex hereto), (ii) the 
Credit Derivatives Definitions and/or (lii) toe Novation Agreement (as amended by the Annex hereto), this 
Novation Confirmation win govern. 

2. The tenns of the Novation Transaction to wtoich this Novation Confirmation relates are as 

follows: 


P^ovation Trade Date:} 

Novaticm Date: 

Novated Percentage: 

[Transferor][Transfer(X 1 (and notwithstanding Section 1.5 of the Deftnitlons)]: 

[Transf^x>r 2 (arKl notwithstanding Section 1.5 of tiie Definitions)]: 

[Transferee][Transferee 1]: 

p^emainlng Pstfty (and notwithstanding Section 1.6 of the Deflnitlons)pransferes 2 (and 
notwltostandir^ S^km 1 .6 of toe Definitions}]: 

[New Agreement (fcmtween [Transferee 1 and Transferee ISDA Master Agreement [dated as 

2}[Transfereeand Remaining Party])]: of j[as per Section 1.11 of toe 

Definitions] subjmrt to [English law][the 
laws of the State of New York] 
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3. The tenns erf each Old Transactian to which this NoimSon Confirma^n relatesl. for 
kientification purposes, are as follows:][sha!I te specified in the copy of tfie Old Con^rma&m attached 
hereto as Exhibit A .3 


Reference Enbty: 

Refererx^ Obligation: 

Trade Date of Old Transaction: 

EffeefiNW Date of Old Transaction: 
Appficable Percentage of Old Transaction: 
Scheduled Termination Date of Old 
Transaction; 


4. The terms of each New Transaction to which this Novation Confirmation relates [are as 

foflov»®;]{shall be specified In SectIon(s] [, an d 1 oH the copy of the Old Confirmation attached 

hereto as Exhibit A-JIsha!! be specified in the New Confirmation attached hereto as &diiblt {A}JB]J. 

Full First Calculation Period Applicable, [commencing on [ JJ 

[commencing on [ ], with respect to any 
amounts to be paid by the Transferee, 
and [ 1, with respect to any amounts to 
be paid by the Remaining Party. 

5. Other Provisions: ^Additional Provisions relating to the New Transaction3[Credlt Support 
DocHimente relating to the New Transaction]]: 

6. Miscellaneous Provisions: [NorvReliance]] ] 

7. Notice Details: 

Telephone and/or Facsimile Numbers for Notices: 

Transferee: I } 

Remaining Party: I 1 

8. [The partes confirm their acceptance to be Ixrund by this Novatton Conffrmation as of the 
Novation Date by executing a copy of this Novation Confirmation and returning it to usj. The Transferor, 
by ite eirecution of a copy of this Novation Confirmation, agrees to the terms of the Novation Confirmation 
as it relates to each Old Transaction. The Transferee, by its execution of -a cc^y of tfiis Novation 
Confirmation, agrees to the terms of the Novation Confirmation as It relates to each New Transaction.]. 

9. Itie Remaining Party and the Transferee agree that, notwithstanding any provision In tiie 
Old Transaction to which this Novation Confirmation relates, ail rights of the Remaining Party and the 
Transferee' in respect of Floatir^ Amounts and Additional Fixed Amounts that arose before tiie Novatton 
Date shall be deemed to have been exercised and all obligations of such parties in respect of sur^ events 
that have arisen or are deemed to have arisen shall be deemed to have been satisfied in full, in eac^ 
case solely fex* the purposes of determining the rights and obligations of the Remaining Party and the 
Transferee und®* the New Transaction. Nothing In this paragraph shall affect the rights or obligations of 
the Remaining Party or toe Transferor under toe Old Transaction. 
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(Name of Remaining Party) 


(Name of Transferor) 


By: 

Name: 

TiUe: 

Date: 


By. .... 
Name: 
TKie: 
Date: 


(Name of Transferee) 

By: 

Name: 

riUe: 

Date: 
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^nex 

1 . Section 2(a) of the Novation ^reement shall be deemed to be amended as foftows: 

(a) by the insertion <rf •(!)“ a^r toe vrords “with respect to' In the fifth line thereof; and 

(b) by the addition of toe follov^ng at toe end thereof: 

“and any rights (x ot^igations arising in respect of Ftoating Amount Events or Additional 
Fixed Amount Evente, to each case to respect of wNito the Remaining Party or the 
Transfamr (each an 'Original Party”), as applicable, had toe right to deliver a notice 
pursuant to the tenns of toe Old Transaction but such notice was not delivered by that 
party of the Calculation Agent prior to toe Novation Date (each an 'Excluded Event") 
ptON^ed tiiat toe rights of the Original Parties to deliver a notice In respect of an 
Excluded Event pursuant to toe Old Transaction shall expire on the 60ti%alendar day 
tollowing the Novation Date.” 

2. Section 2(b) of the Novation ^reement shall be deemed to be amended by the addition of the 
foltowlr^ after toe vmrds 'Novation Date,' in toe last line thereof: 

'but excluding any rights w obligations to respect of Excluded Events,” 

3. The definition of 'Novated Amount” In Section 1.18 of the Definitions shall be replaced by the 
foitowing definition of 'Novated Percentage”: 

"Novated Percentage* means toe portion of the Applicable Percentage of toe Old 
Transaction that is the subject of the Novaticm Transaction. If the Novated Percentage is 
less than 100% of toe Applicable Percentage of the Old Transaction, toe Old Transaction 
shall remain to full force and effect but all firtore payments, deliveries and calculations 
toereunder shall be based on an Applicable Percentage that has been reduced by the 
relevant Novated Percentage.” 

Each reference to 'Novated Amount' in toe DeftoHions and toe Novation Agreement shall be 
deemed to be a reference to "Novated Percentage'. 

4. Section 2.1(aXlil){DKi) of toe Definitions shall not ap(^. 
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SCHEDULE H 


FORM OF CONFIRMATION FOR ABX TRANCHE SECURITIES 


Deuteche Bank AG 


m 


DATE: [Date] 

TO; Gemstone CDO VH Ltd. 

Facsimile No: fnumbw] 

FROM: Deutsche Bank AG, acting tiirough Its London Branch 
SUBJECT: fiSX fspe<% series, Uarrche and version, if anyl Transaction 

REF NO: { ] 


The puipose of this communication (this “Confkmatfen*) is to set forth the terms and condftions of 
the Mas^ Transacticm (as defined in foe Standard Terms (as defined below)) relating to residential 
mcMtgage-badced security reference obl^ations entered Into between you Gemstone CDO Vli Ltd. ('Party 
B") and us Deutsche Bank AG, acting through its London Branch (“Par^ A"). This Confirmation 
constitutes a "Confirmation* as referred to in foe ISDA Master Agreement specitied bebw. 

The definitions and provisions cwitalned In the 2003 ISDA Credit Derivatives Definitions, as 
published by the international Swaps end Derivatives Association, Inc. (the "Credit Derivatives 
Definitions*), and foe ABX Transactions Standard Terms Supplement, as published by CDS IndexCo LLC 
on January 19, 2006 (foe "ABX Standard Terms"), are incorporated Into this Confirmation. In the event of 
any inconsistency between foe Credit Derivatives Definitons or the ABX Standard Teims and this 
Cc^rmatlon, this Confirmation will govern. In foe event of any inconsistency between foe ABX Standard 
Terms and foe Credit Derivatives D^nftions, the ABX Standard Terms will govern. 

This Confirmation supplements, forms a part of and is subject to the 1992 ISDA Master 

Agreement (MuiticurTwicy • Cross Border) and the Schedule foereto, dat^ as of ( ], as amended and 

supplemented from time to time (foe "Master Agreement"), between Party A and Party B. All provtstons 
(X)ntalned in, or Incorporated by reference In, the Master A^rroment shall govern this Confirmation except 
as expressly modified below. 

The terms of foe Master Transaction to which fois Confirmation relates are as follows: 

Index; /^X [specify series, tranche, and version, if any) 

Annex Date: (laundi date of Index] 

Trade Date; [ ) 

Effective Date; [Trade Dale] 

Scheduled Termination Date: [foe latest Legal Final Maturity Date of any Reference 

Obligation in foe Relevant Annex] 

Floating Rate Payer [ ] (the "Seller") 

Fixed f^te Pa^n [ ] (the "Buyer") 

^gregate Floating Rate Pajar Calcuiation [ j 

Ammrnfc 

Fixed Rate: [ ]% per annum [specify foe fixed rate for the Index 

putrirshed by foe index Publisher as of the launch date] 
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Initial Parent Payer 
initial Payment Miount 
Additional Terms {If any): 


reduction the Outstanding Principal Amount (otiter 
than as a result of a scheduled unscheduled 
payment of {Mttcipal); or (B) the attribution of a 
principal deficiency or realized loss (however desraibed 
in Uie Underling Instruments) to the Reference 
OUigation resuiting in a reduction or subordination of 
the currerA Interest payable on the Reference 
Obligation; or 

(ii) the forgiveness of any amount of principal 
by the holders of the Reference Obligation pursuant to 
an amendment to the Underling Instalments resulting 
in a reduction in the Outstanding Principal Amount, 
provided that (A) Party A shall not give notice of a 
Floating Amount Event with respect to the pcKlIon of a 
Writedown resulting from forgiveness referred to in this 
subdause (ii) that was caused by the vote of Party A if 
Party A was the holder of 1 00% of such Reference 
Obligation, and (B) if, notwithstanding the (Receding 
sub-dause (A), Party A gives notice of a Floating 
Amount Event with rasped to the portion of a 
Writedown resulting from forgiveness refemed to In this 
subdause (ii) that was caused by the vote of Party A If 
Party A was the holder of 100% of such Reference 
Obligation, then, as soon as practicable after Party A 
and Party 8 become aware of such occurrence. Party 
A and Party B shall refund to each oUier all parents, 
and reverse ail other catoulations and/or 
determinations, tiiat occuned in connection wito 
resulting from Party A giving notice of such Floating 
Amount Evwit." 


puyerKSeller] 

( I 

Implied Writedown Amounts are not applicade to this 
Transaction. Without limiting the forcing, for the 
purpose of any calculations required under this 
Confirmation, the followii^ terms shall alt deemed to 
be equal to toto: "Aggregate Implied Writedovm 
AmounT, "Current Period Impli^ Writedown AmcHint", 
"Implied Writedown Amount", "Impfied Writedown 
Pen^tage", "Implied Writedown Reimbursement 
Amount", or "Prevtous Period ImpHed Writedown 
Amount". 

The deflnftiwi of "Writedown" In the ABX Standard 
Terms shall be deleted and replaced in ito entirety with 
toe foliowing: 

"Writedown* means the occurrence at any time on or 
after the ^ective Date of; 

(I) (A) a vwitedown or ai^tied loss (however 
described in toe Underlying instruments) resulting in a 
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For the avoidance of doubt, no payment in connection 
vtrith clause (HI) of the defini&sn of "Writedown* (as 
defined In the ABX Standard T^ms and not as 
amended herein) shall be due or pa^ble hereunder 
and the ABX Standard Tenns ^aR be read 
accordingly. 

The definition of "Additional Fixed Payments* In the 
ABX Standard T«ms shall be deleted and placed in 
Its entH'ety with the following: 

"Following the occurrence of an Additional Fbred 
Payment Event in respect of a Reference Obligation, 
Buyer shall pay the rele\rent Additicmal Fixed Amount to 
Seiler on tite first Additional Fixed Amount Payment 
Date falHng at least two Business Days (or in the case 
of an Additional Fixed Payment Event that occurs after 
the second Business Day ^icM* to the last Fbced Rate 
Payer Pa^nent Date, five Business Days) after the 
delivery erf a notice (an "Additional Fixed Parent 
Amount Notice*) by the Calculation Agent to the parties 
or by S^er to Buyer stating that the related Additional 
Fbced Amount Is due and showing in reasonaUe detail 
how such Additional Fixed Amount was detenmined; 
provided Uiat any such notice must be given on or prior 
to the fifth Business Day following the day that Is one 
calendar year after the Effective Maturity Date of such 
Reference Obligation (or, if this Transac^on is 
terminated as a result of the occurrence of an Early 
Termination Date (as detined in the Agreement) other 
titan foiiowing an Event of Default or Termination Event 
with respect to which the Seller is the Defaulting Party 
or sole Affkied Party, the day that is one calendar 
year after such Early Termination Date. 

Notwfthstending anything to the contrary herein, Buyer 
shall not be obligated U> pay an Additional Fixed 
Amount unless the earliest day on which the related 
Additional Fixed Payment Date can be designated in 
accordance with the (xovision hereof occurs on or 
following tire Effective Date." 
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The definition of “Additional Fixed Payment Event* in 
the ABX Standard Terms ^ii be deleted and replaced 
In its entirety with the foUowb^: 

"The occurrence on or after the Annex Date amJ on cm- 
before the day that Is one calendar year after the 
Eftecfive Maturity Date of a Writedown 
Reimbursement, a Priiwipal Shortfall Reimbursement 
or an Interest Shortfall Relmburs^ent (or. If this 
Transaction is terminated as a result of fire ocotirence 
of an Early Termination Date (as defined In the 
Agreement) other fiian fdlowir^ an Event of Default or 
Taminafitm Event with respect to whidi ttie Seller is 
the Defaulting Party or sole Affeded Party, ttie day tfiat 
is one calendar year after such Early Termination 
Date}." 

Notice and /tocount Details: 

Party A'sOffice/Teteii^one/Facsimile: [address] 

Tdephone: [ | 

Facsirdie: [ ) 

Party B'sOfflce/Telephone/FacsImile; [address] 

Telephone: [ ] 

Facsimile: ( ] 

For the Account of: [ ) 

Bank:[ ] 

Account No: [ ] 

Fed ABA No: [ | 

For the Account of: { ] 

Bank: [ ] 

Account No: [ ] 

Fed ABA No: [ ] 


Account Details of Party A: 


Account Details of Party B: 
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Please confirm your agreement to be bound by the terms of fte foregoing by executing a copy of 
this Confirmation and returning it to us at the <x>ntact infomtation listed above. 

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH 

By: 

Name: 

TWe: 

By: ^ 

Name: 

Title: 

Confirmed as of the date firet above written: 

GEMSTONE CDO VII LTD. 

By HBK Investments, L.P., New York Branch, as its Investment Manager 

By: 

Name: 

Title: 

By: 

Name: 

Title: 
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ABX TRANSACTIONS 
STANDARD TERMS SUPPLEMENT 
(putiishsd on January 19. 2006)' 

This ABX Transactions Standard Terms Supplement (the "ABX Standard Terms’) hereby 
incorporates by reference die definitions and provtelons contained in the 2003 iSDA Credit D«ivatlves 
Definitions, as pubitehed by tiie intemationai Swaps and D^atives Association, inc. (the ’Credit 
Derivatives Definltiwts"). In the event of any inconsistency between the Credit Derivatives Definitions and 
th^e ABX Standard Terris, these A^ Standard Terms wiii gov^. 

The parties agree that, by entering Into a transaction governed by these ABX Standard Terms (a 
■faster Transaction"), they have entered into a separate Credit Derivative Transaction (each, a 
"Comixment Trarsaction") in r^pect of each Refererice Obligation listed in the Rele>rant Amex (as 
defined below). UfX)n entering into a confirmation or otiJ^* document (including in electionic form) (a 
"Corrfirmaton*) for a Master Transaction Incaporating tiiese ABX Standard Terms, the partly tiiereto 
shall be deemed to have entered into a Confirmation in respect of each such Component Transactkm 
with respect to the related Reference Obligation listed In the Relevant Annex. Subject to paragraph 7 
b^ow and except as ottierwise expressly provided herein or in the relevant . Confirmation, each 
Component Transaction constitutes an independent Transaction for purposes of the Master Agreement 
(as spedfied in tiie relevant Confirmation). 

References in these ABX Standard Terms to a Reference Obligation and the terms relating 
tiiereto shall be to the terms of such Reference Obligation set out in the applicable Undertying 
Instmments (as defined below) as amended from time to time unless otherwise specified below. 

The terms of each Component Transaction to which these ABX Standard Terms relate are as 

follows; 


1 . 


General Terms: 


index: 


As shown in tiie relevant Confirmation. 


Index Sponsor COS IndexCo LLC 

Trade Date; As shown In the releirant Confirmation. 


Effective Date; As shown in the relevant Confirmation. 

Scheduled Termination Date: As shown In the relevant Confirmation. 


Component Transaction Scheduled With respect to a Component Transaction, the Legal 

Termination Date: Final Maturity Dale for the applicable Reference 

Obligation, subject to adjustment in acc(»dance i^th tiie 
Following Business Day Convention. 


Termlnatitm Date: 


With respect to a Component Transaction, the last to 
occur of: 


' The definitions and provisions of this ABX Transactions Standard Terms Supplement may be incorporated 
into a Confirmation (as defined her^n) by wording In the Confirmation Indicating that, or Oie extent to which, tiie 
Confirmation is »Jbj^ to ttiis ABX Transactions Standard Terms Suppiement Al definitions and provtstans w) 
incwporated in a Coifirmaton v«ll be aRjIteaWe to that Confirmation unless otbervdse iwoi^ed in that Confirmation. 
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Ftoating Rate Pa^n 

Fbced Rate Pa^n 

Aggregate Floating Rate Payer 
CateulaUon ^nount: 

Calculation Agent 

Calculation Agent City: 
Business Day: 

Business Day Convention: 


Reference Entity: 


Reference Obligation: 


(a) the fifth Business Day following the Effec^e 
Matiirfty Date In respect of tiie r^event Reference 
Obligation; 

(b) the last Floating Rata Payer Payment Date In 
respect of such Reference ObNgation; and 

(c) the last Additional Fixed Amount Payment Date In 
respect of such Reference Obfigation. 

As shown In tiie relevant Confirmation (the "Seller^. 

As shown In the relevant Confirmation (ttie 

As shown m the relei^nt Confirmation. 


If both parties are licensees of the index, Seller. If only 
one party is a licensee of the index, such party. 

New York. 

New York and London. 

Following (w^lch, with the exception of the Effective Date, 
the Final Amrxtlzation Date, each Reference Obligation 
Payment Date and the period end date of each 
Reference Obligation Calculation Period, shall apply to 
any date referred to in tiiese ABX Standard Terms that 
fails on a day that is not a Business Day). 

With respect to a Component Transaction, the applicable 
Reference Entity contained In the Index and listed In the 
Relevant Annex, and any entity that succeeds to the 
oblations of such Reference Entity under tiie related 
Reference Obligation. Section 2.2 of tiie Credit 
Derivatives Definitions shall not apply. 

With respect to a Component Transaction, the Reference 
ObUgatlon specified in the IrxJex and set out opposite the 
applicable Reference Entity in the Relevant Annex. 
Section 2.30 erf the Credit Derivatives Definitions shall not 
apply. 

The Reference Obligation Is used herein solely to make 
certain calculations hereunder and there is no 
requirement that Buyer or Seller own tiie Reference 
Obligation. 
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Relevant Mnex: 


Appik^able Pen^entage: 


Initial Face Amount: 


Initial Factor 


Reference Obligation Notional 
Amount: 


list of Reference Entires and Reference Obli^ticms 
for the relevant Index vi^h the relevant ^nex Date, as 
pubtished by the Index Pubiteher can be accessed 
currently at http://www.markit.com). "Index PuWisher* 
means Marklt Group Limited (or its successor) or any 
replacement therekx appointed by the Index Sponscx for 
purposes of ofTiciaily pubfshlng the relevant Index. 

On any day, with respect to a Refei^KS Obligation, a 
percentage equal to A divided by B. 

"A* means, with respect to a Reference Obligation, foe 
product of foe Initial Face Amount and the Initial Factor. 

*B* means, with respect to a Reference Obligation, the 
product of foe Original Principal Amount and foe Initial 
Factor. 

(a) as Increased by the outstanding principal balance 
of any further issues by the Reference Entity foat 
are fungible with and form part of the same legal 
series as such Reference Obligation; and 

(b) as decreased by any cancellations of some or ail 
of the Outstanding Principal Amount resulting 
from purchases of su^ Reference Obligation by 
or cm behalf of the Reference Entity. 

The Aggregate Floating Rate Payer Calculation Amount 
divided by foe number of Reference Obligations in the 
Relevant /^nex. 

With respect to a Reference Obligation, the applicable 
factor published by the Index Publisher as of the Annex 
Date. 

With respect to a Reference Obligation, on the Annex 
Date, the product of: 

(a) the Ordinal Principal Amount; 

(b) the initial Factor; and 

(c) the Applicable Percentage. 

Fofiowing the Annex Date, the Reference Obligation 
Notional Amount with respect to a Reference OtHigation 
will be: 

(I) decreased on each day on which a Principal 
Payment is made with respect to foe Reference 
Obfigation by foe relevant PritKJlpai Payment 
Amount 
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2 . 


Initial Payment: 


Initial Payment Payw 
initial Payment Amount: 
Fixed Payments: 

Fixed Rate: 


<9) decreased on tiie day, if any. on A^ich a Failure 
to F^y Principal occurs r^pect to the 
Reference Ot^igation by toe r^evant Principal 
Shortfall Amount; 

(Hi) decreased on each day on which a Writedovm 
occurs with resp^rt to toe Reference Obligation 
by toe relevant Writedown Amount; and 

(rv) Increased on each day on which a Writedown 
R^mbursement occurs with respect to toe 
Reference Obiigatlt^ by any Writ^own 
Reimbursement Amount in respect of a 
Writedown Reimbursement within paragraphs (ii) 
or (III) of toe definition of "Writedovm 
R^mbursement"; 

provided that if the relevant Reference OWigatlon 
Noticmai Amount would be less than zero, it shall be 
deemed to be zero. 

If an Initial Payment Payer and an Initial Paymait 
Amount are spewed in toe relevant Confirmation, then 
on the date toat is five Business Days following the Trade 
Date, and with respect to ti>e Master Transaction and all 
related Component Transactions in toe aggregate, toe 
Initial Payment Payer shall pay to toe other party toe 
initial Payment Amount For toe avoidance of doubt toe 
initial Payment will not be made separately In respect of 
each Component Transaction. 

As shown In toe relevant Confb’mation. 

As shown In the relevant Confirmation. 


As shown in toe relevant Confinnation. 


Fixed Rate Pay^ Period End Date: The first day of each related Reference Obligation 

Calculation Period. 


Fixed Rate Pa^r Calculation Period: Each period from and Including one Fixed Rate Payer 
Period End Date to but excluding the next fc^lowing Fixed 
Rate Payer Period End Date, except toat (a) the irtitiai 
Rxed Rate Payer Calculation Period wil! commenr^ on, 
and include, the later of the Annex Date arto toe Fixed 
Rate Pay^ Ftoriod End Date falling on or immediataly 
prior to the Trade Date and (b) toe FirmI Fix^ Rate 
Payer Calculation P^lod will end on, but include, toe last 
day of the last Reference Obligation Caiixilation Period 
immediately prior to the final Fixed Rate Pa^ Parent 
Date. 


H-9 


Confidential Treatment Requested 


GEM7-00000726 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00589 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



586 


Footnote Exhibits - Page 1338 


Fixed Rate Payer Parent Dates: Wittt respect to a Component TransacSon, each day 

falling five Business Days aft^ a Reference Obtigati(»i 
Payment Date for the Reference Obligation; pitn^ded Uiat 
the final Fixed Rate Payer Payment Date shall teli on the 
fiftti Business Day followir^ Uie Effective Maturity Date of 
tile Reference Obligation. 

Fdc^ Amount With respect to any Fixed Rate Pa^r Payment Date for a 

Compon^ Transaction, an amount equal to the product 
of: 

(a) the relevant Fbced Rate; 

(b) an amount determined by the Calculation Agent 
equal to: 

(i) the sum of the relevant Ref^'ence 
Obligation Notional Amount as at 5:00 
p.m. In the Calculation Agent City on 
each day in the related Fixed Rate Payer 
Calculation Period; divided by 

(11) the actual number of days In the related 
Fixed Rate Payer Calculation Period; and 

(c) the actual number of days in the related Fixed 
Rate Payer Calculation Period divided by 360. 

Notwithstanding anything to the contrary herein. Buyer 
Shalt not be oWigated to pay Fixed founts for any Fixed 
Rate Payer Payment Date occurring prior to the Effective 
Date. 

With respect to a Ref^ence Obligation: 

(a) Ea^ relevant Fixed Rate Payer Payment Date; 
and 

(b) til relation to each relevant Additional Fixed 
Payment Event occurring after the second 
Business Day prior to the last relevant Fixed Rate 
Payer Payment Date, the fifth Business Day aft^ 
Buyer has received notification titmi Seiler ex* tiie 
Calculation Agent of the occurrence of such 
Additional Fixed Payment Event. 

Following the occurrence of an AdditicMial Fbced Payment 
Event in respect of a Reference Obl^ation, Buyer shall 
pay the relevant Additional Fbced /^ount to Seller on the 
first Additional Fixed Amount Payment Date for such 
Reference Obligation falling at least two Business Days 
(or til the case ^ an Additional Rxed Payment Event toat 
occurs after the s^ond Business Day prior to the last 
Fixed Rate Payer Payment Date for such Reference 


Additional Fixed Amount 
Payment Dates: 


Additional Fbced Payments: 
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Addfficma! Fixed Parent Event: 


Additional Fixwi Amount: 


3, Roating Payments; 

Floaty Rate Payer Payment 
Dates: 


Floating Paj^nents: 


Obligation, Business Days) after the delivery of a 
notice (an "Additional Fixed Payment Amount Notice' ) by 
the Calculation ^ent to the parties or by SeRer to Buyer 
stating that the related ^diiional Fixed Amount is due 
and showing In reascmable detail how such Addftionai 
Fixed Amount was determined; provided that any such 
nottoe must be given on or fKicx' to the fiflh Business Day 
foiiowir^ the day that is one calendar year after ttie 
Effective Maturity Data of such Reference Obligation. 
NoMthstending anything to the contiary herein, Bi^r 
shaR not be obligati to pay an MditJonal Fbc^ Amount 
unless the earliest day on which ttie related Additional 
Fixed Payment Date can be designated in accr^dance 
vrith the ^visions hereof occurs on or f^lowing the 
Effective Date. 

The occurrence on or after the Annex Date and on or 
before tiie day that is one calendar year atto’ the 
Effective MBtur% Date of a Writedown Resnbursement, a 
Prmcipai Shortfall Reimbursement or an Interest Stx>rtfali 
Reimbursement in respect of a Reference C^f^ation. 

With respect to each Additional Fbced Amount Payment 
Date in respect of a Reference Obligation, an amount 
equal to the sum of; 

(a) the relevant Writedown Reimbursement Payment 
Amount (if any); 

(b) tite reievant Principal Shortfall Reimbursement 
Payment Amount (if any); and 

(c) the relevant interest ShortfaR Reimbursement 
Payment Amount (If any). 


in relation to a Floating Amount Event ^ respect to a 
Reference Obligation, the first relevant Fixed Rate Payer 
Payment Date falling at least two Business Days (or in 
the case of a Floating Amount Event that occurs on the 
Legal Final Maturity Date or the Final Amortizatton Date 
of such Reference Obligation, the fifth Business Day) 
after delivery of a notice (a " Floatina Payment Notiee *t ^ 
the Calculation ^ent to the parties or a notice by Buyer 
to SeRer that the related Floattog Amount Is due and 
showing in reasonable detail how such Fioating Amount 
was determined; provided that any such iKitice m^t be 
given on or prior to the fifth Business Day following toe 
Effective Maturity Date. 

if a Floating Amount Event occurs wito res{^ to a 
Reference Obligation, then on toe relevant Fioating Rate 
Payw Payment Date, Seller wll pay the relevant Floatir^ 
Amount to Buyer. Notwithstanding anytoing to toe 
contrary herein. Seller shall not be ctoligated to pay a 
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Floating Amount unless ttie eartiest day cm whidi the 
related Floating Rate Payer Parent Date can be 
designated h accc^dance virittt die proinsions hereof 
occurs on w foliovwig the Effective Date. For the 
avoidance of doubt, the CcmdWons to Settlement under 
die Credit Derivatives Definitions shall not apply. 

Floating Amount Event A Writedown, a Failure to Pay Principal or an Interest 

Shortfail. 


Floadng Amount: 


4. interest Shortfall 

Interest Shortfall Payment 
Amount: 


Interest Shortfall Cap Amount: 
/^al Interest Amount: 


Expected Interwt Amount: 


With respect to each Floating Rate Pay^ Paymwt Date 
in resped of a Reference Obligation, an amount equal to 
the sum of: 

(a) the relevant Writedovm Amount (If any); 

(b) the relevant Principal Shortfall Amount (If any); 
and 

(c) the relevant Interest Shortfall Payment Amount (If 
any). 


In respect of an Interest Shortfall with respect to a 
Reference Obligation, the relevant Interest Shortfall 
Amount; provided that if the relevant Interest Shortfall 
Amount exceeds the Interest Shortfall Cap ^ount, the 
Interest Shortfall Payment Amount In respect of such 
Interest Shortfall shall be the Interest Shortfall Cap 
Amount. 

As set out in the Interest Shortfall Cap Annex. 

With respect to any Reference Obligation Payment Date 
In respect of a Reference ObligaOon, payment by or on 
behalf of die issuer of an amount in respect of interest 
due under such Reference Obligation (Including, without 
limitation, any deferred Interest or defaulted Interest but 
excluding paymwts In respect of prepayment penalties, 
yield maditenance provisions or principai, except that die 
Actual interest Amount shall include any payment of 
principa! representing capitalized interest) to ^e holder(s) 
of such Reference Obligation in respect of such 
Reference Obligation. 

With respect to any Reference Obligation Payment Date 
in respect of a Reference ObRgatton, the amount of 
current interest that vrould accrue during die related 
Reference Obligation Calculation Period calculated using 
die Reference Obligation Coupon on a principal balance 
of such Reference Obligation equal to (a) the 
outstanding Principal Amount toking into account any 
reductions due to a principal deficiency balance or 
realized loss amount (however desaibed In the 
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UfKlerlylng Instruments) teat are ateibutable to sucte 
Reference Obligabon minus (b) tee Aggregate implied 
Writedown Amount (if any) for suite Reference OUigation 
and teat will be payable cm tee related Reference 
Obligation Payment Date assumir^ for this purpc^e teat 
suffKient funds are available therefor in accordance 
tee Undedying Instruments. Except as (xovided in (a) in 
tee previous sentence, tee Expected Interest Arrx>unt In 
resp^ of a Reference Otriigation shall be det^mlned 
without regard to (I) irnpaid amounts in respect of 
accrued interest on prior Refwonce Obf^aticm Parent 
Dates or (H) any prepayment penalties or yield . 
maintenar)c8 provisions. 

The Expected Interest Amount shall be determined 
vriteout regard to tee effect of any provisior^ (how^r 
described) of the Underlying Instruments that otiien^e 
permit the limitation of due payments to d^butions of 
funds from proceeds of the Und^lying Assete, or teat 
provide for the capitalization or deferral of Interest on 
such Reference Obllgaticm, or that provide for the 
extinguishing or reduction of such payments or 
distributions (but, for tee avoidar^ of doubt, taking 
account of any Writedown wHhIn paragraph (I) of tee 
definition erf "Writedown* occurring in accordance with the 
relevant Underling Instruments). 

With respect to any Reference Obligation Payment Date 
in respect of a Reference ObRgatkm, either (a) tee non- 
payment of an Expected Interest Amount or (b) the 
payment of an Actual Interest Amount that is less than 
tee Expected interest Amount. 

For the avoidance of doubt, tee occurrence of an event 
within (a) or (b) shall be determined taking into account 
any payment made under the.relevant Reference Policy, 
if applicatrfe. 

With respect to any Reference Obligation Payment Date 
in respect of a Reference Obligation, an amount equal to 
tee greater of: 

(a) zero: and 

(b) the amount equal to the product (rf; 


(1) 

(A) 

tee Expected interest Amount; 



minus 


(B) 

tee Actual Int^st Amount; and 


(ii) tee AppPicable Percentage; 
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Interest Shortfall Reimbursement: 


Interest Shwtfall Rdmbursement 
Amount 


Interest Shortfall Reimbursement 
Parent Amount 


provided that, vttth rospect to ttie ^rst Reference 
Obligaton Payment Date in resp^ of »jch Refer^ice 
Obligatkm. the Interest Shortfall Amount shall be 
amount determined In accordance with (a) and (b) above 
multiplied by a fraction equal to: 

(x) the number of days in the first Fixed Rate Pay^ 
Calculation Period wftti respect to such 
Reference Obligation; ov^ 

(y) the number of days in the ^t Reference 
Obligation Calculation Pei^ res(^ to 
such Reference Obligation. 

With respect to any Reference Obligation Parent Date 
for a Reference Obligation, the parent by or on behalf 
of the issuer of an Actual Interest Amount in respect of 
such Reference Obligation that is greater tiian the 
Expected interest Amount. 

With respect to any Reference Obligation Payment Date 
In respect of a Reference Obligation, the product of (a) 
the amount of any Interest Shortfall Reimbursement rm 
such day and (b) the Appflcable Percentage. 

The amount determined pursuant to the Interest Shortfall 
Cap Annex. 


5. Additional Provisions: 

(a) Calculation Agent and Buyer and Seiler Determinations 

The Calculation /^ent shall be responsit^e for det«mining and calculating, for each Reference 
OWIgation, (i) the Fixed Amount payable on each Fixed Rate Payer Payment Date; (ii) the 
occurrence of a Ftoating Amount Event and the related FloaUng Amount and {Hi) the occun’ence 
of an Additional Fixed Payment Event and the related Additional Fixed Amount; pro\ided that 
notwithstanding the above, each of Buyo* and Seller shall be entitied to detomlne and caicuiate 
tee above amounts to the extent that Buyer or Seller, as apf^icable, has tiw right to deliver a 
notice to tee other party demanding payment of surte amount The Calculation Agent or Buyer or 
Seller, as applicable, shall make such determinations and calculations based solely on composite 
date compiled and published by the Index Publisher from applicable Servicer Reports 
("CrMTiposite Date") or, If such Composite Data is ncrt available, from applicable Servicer Reports, 
te tee extent such Servicer Reports are reasonably available to tee Calculation ^ent or such 
party. The Calculation Agent, Buyer or Seiler may rely on catculations or determinaticms 
published by the Index Publisher In making such determinations and calculations. The Calculation 
Agent (x* Buyer or Seiler, as applicable, shall, as soon as precticable after making any of tite 
det^Tiiinations or calculations speeded in (i) and (ii) above, notify the parties or tee other party, 
as aiH^iicabie, of sucte determinations and catculations. 

(b) MJustinent of Calculation Agent Determinations 

To tee extent that a Servteer furnishes any Servicer Reports correcting Inf^mation contelned in 
previously issued SerN^cer Reports or tee Index Publisher corrects any previously published 
Compc^lte Data (or other relevant calculation or determination publi^ed by the Index Publisher), 
and such conBctions impact calculations or determinations pureuant to a Component 
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Transaction, the calculations or determinations relevant to such Component Transaction shall be 
adjusted le^acthraly by toe Calculation Agent to reflect the oarrected Informatibn (pro>rtded that, 
to* the awidance of doubt, no amounts in respect of interest shall be payaUe by either party and 
provWed that the Calculaton Agent In perkHming toe calculations or determinations pursuant to 
this paragraph will assume that no interest has accrued on any adjusted am<Hint), and toe 
Calculation ^ent shall fwomptiy notify both parties of any conected paymente requbed by eithw 
party. Any required corrected payments shall be made on the seomd Fixed l^te Payer Payment 
Date foilowing the day on which su^ notification by the Calculation Agent is effedive. 

(c) initial Payment Date Following Annex Date 

Notwithstanding anything to toe contrary herein, with respect to any Component Trarreactions, 
any amount that would otherwise be payable hereunder on toe first Fixed Rate Payer Payment 
Date foilowing toe Annex Date will be deemed to be payable Instead on the second Fixed Rate 
Pa^ Payment Date following toe Annex Date (together with any other amounte payable on such 
date). 

6. Additional Definitions and Amendmente to the Credit Derivatives Definitions 

(a) References In Section 9.1(a) of toe Credit Derivallves Definitions as well as Section 3(aKlv) of the 
fc»m of Novation Agreement set forth In Exhibit E to the Credit Derivatives Definitions to toe 
Reference Entity shall be deemed to be references to each Reference Entity and the Insurer to 
respect of the relevant Reference Policy, If applicabte. 

(b) For toe purposes of each CompcKient Transa<^on, toe following terms have toe meanings given 
below: 

'Actual Principal Amount" means, with respect to a Reference Obligation and the Final 
Amortization Date or toe Legal Final Maturity Date, an amrxint paid on such day by or on behalf 
of the relevant issuer in respect (rf principal (excluding any capitalized interest) to the holder(s) of 
such Reference Obligation In respect of such Referance Obligation. 

"Aggregate Implied Writedown Amount" means, with respect to a Reference OWlgation, the 
greater of (1) zero and (H) the aggregate of all Implied Writedown founts minus the aggregate of 
aft Implied Writedown Reimbursement Amounts. 

'Current Period Imfrfied Writedown Amount" means, with respect to a Reference Obligation in 
respect of a Reference Obligation Calculation Period, an amount determined as of the last day of 
such Reference Obligation Calculation Period equal to toe greater of: 

(i) zero; and 

(H) toeprodiKriof: 

(A) toe Implied Writedown Percentage; and 

(B) toe greater of: 

(1) zero; and 

(2) the lesser of (x) the Pari Passu Amount and (y) toe Pari Passu Amount 
plus the Senior /Urtount minus toe aggregate outetanding asset post 

' balance backing the payment obligations on such Refwence Obligation 
(all such outstanding asset fk)o 1 balances as obtain^ by toe Calcuiation 
Agent from the most recent Composite Data or frtrni toe most recent 
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^rvicer Re^xxt such Reference Obligation available as of si^ day), 
calculated based on the face amount of the assets titen in such pool, 
whetiter or not any such asset is perftKming. 

”Effecti\^ Maturity Date* means, wiUi respect to a Reference Obligation, ttte earlier of (a) tiie 
Component Transaction Scheduled Termination Date and (b) the Final Amortization Date. 

'Expected Princ^al Amount* means, with respect to a Ref^ence Obligation and toe Final 
^ortizaticm Date or the L^ai Final Maturity Date, an amount equal to (I) the Outstandtog 
Principal Amount of such Reference Obligation payable on such day (excluding <»pitoilzed 
interest) assuming for tols purpose toat sufficient funds are available fcr such paym^t, wh^e 
such amcNjnt shall be determined in acc^ance toe Underlying Instruments, minus (ii) the 
sum of (A) the Aggr^ate Implied Writedown Amount (if any) and (B) the net aggregate principal 
deticiency balance or realized loss amounts (hovraver described in the Undetlying Instiuments) 
toat are attributable to such Reference Obligation. The Expected Principal Amexjnt shall be 
det^mined v^toout regard to the effect of any pro>4sions (Iwwever described) of toe Undedying 
instrumente toat permit the limitation of due payments or dtetributions of funds In acccxdance v^h 
the terms of such Reference Obligation cm- that provide for the extinguishing or reduction of such 
paym^ts or distiibutions. 

"Failure to Pay f^ndpal* means, wito respect to a Ref^erx^e Obligation, (I) a failure by the 
relevant Reference Entity (or any Insurer thereof) to pay an Expected Principal Amount on the 
Final Amortization Date or toe Legal Final Maturify Date, as toe case may be or (ii) payment on 
any such day of an Actual Principal Amount toat is less than toe Expected Principal Amount; 
proidded that toe failure by such Reference Entity (or any insurer toereoO to pay any such 
amount in respect of principal in accordance with toe foregoing shall not constitute a Failure to 
Pay f^indpai rf such failure has been remedied witoin any grace period applicable to such 
payment obligation under toe Underlying instruments or, if no such grace period is applicable, 
witoin toree Business Days after toe day on which toe Expected Principal Amount was scheduled 
to be paid. 

"Final Amortization Date* means, with respect to a Reference Obligation, toe first to occur of (1) 
toe date on which toe Reference Obligation Notional Amount is reduced to zero and (il) the date 
on which the assets backing the Reference Obligation or designated to fund amounts due in 
respect of the Reference Obligation are liquidated, distributed or otherwise disposed of in full and 
the proceeds thereof are distributed or otoenMse disposed of in full. 

"Implied Writedown Amount* means, with respect to a Reference Obligation, (i) if toe Underlying 
Instruments do not provide for writedowns, applied losses, principal defteiencles or realized 
losses as described fn (i) of the definition of "Writedown* to occur in respect of the Reference 
Obligate, on any Reference Obligation Payment Date, an amount determined by the Calculation 
/^ent equal to toe excess, if any, of toe Current Period Implied Writedown Amount over toe 
Previous Period Implied Writedown Amount, in each case In respect of the Reference Obligation 
Calculation Period to ^ich such Reference Obligation Payment Date relates, and (il) in any otoer 
case, zeio. 

"Implied Writedown Percentage" means, respect to a Reference Obligation, (I) the 
Outstanding Principal Amount dMded by (ii) toe Pari Passu Amount. 

"implied Writedown Reimbursement Amount" means, respect to a Referenire Obligaticm, (i) if 
toe Underling Instruments do not provide for writedowns, applied losses, principal deficiendes w 
realized losses as descnlDed in (i) of the definifton of "Writedown* to occur in respect of toe 
Reference Obtigation, on any Reference Obligation Payment Date, an amount determined by the 
Calculation Agent equal to toe excess, if any, (rf toe Previous PericxJ Implied Writedown Amount 
for the Reference ObOgation over toe Current Period Implied Writedown /Unount for toe 
Reference Obligation, in eacto case in respect of toe Reference Obligation Calculation Period to 
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which such Reference Obligation Parent Date relates, aixi (li) in any other case, zero; }»io>^ed 
that tile a^ogate of all implied Writedovwi Reimbursement Mtounts for a Reference OUlgation 
at any time shaH not exceed the ixoduct of the Pari Passu Amount for the Reference Obligation 
and the Implied Writedown Percentage for the Reference Obligation. 

"insurer” means, wftii respect to a Reference Obligation, the insurer of such Refererx^ Obligation 
specified in tire Relevant Annex. 

"issuer” means, wftii respect to a Reference Obligatton, the issuer of such Reference Obligation 
specified in the Relevant Ainex. 

"Legal Final Maturity Date* means, with respect to a Reference Obligation, the date set out in the 
R^evant Annex for such Reference Obligation (subject, for the avoidance of doubt, to any 
business day ccmvention ap^ticable to tiie legal finai maturity date of such Reference Obligation), 
proidded that if tiie legal final maturity date of such Reference Obligation is amended, tiie Legal 
Final Maturity Date shaii be such date as amended. 

"Oilginal Principal ^ount* means, with respect to a Reference Obligation, the amount spedfied 
as such in the Relevant Annex. 

"Oute^nding PHrKiipal Amount* means, with respect to a Reference Obligation as of any date of 
determination, the outstanding prindpai balance of such Reference Obligation as of such date, 
vmich shaii take into account: 

(i) at! payments of prindpai; 

(li) all writedowns or applied losses (howev^ described in the Underlying Instruments) 
resulting in a reduction in the outstanding prindpai balance of such Reference Obligation 
(otho’ tiian as a result of a scheduled or unsdieduled payment of principal); 

(III) forgiveness of any amount by the holders of such Reference Obligation pursuant to an 
amendment to the Undertyirig Instruments resulting In a reduction In the outstanding 
principal balance of such Reference Obligation; 

(iv) any payments redudng tiie amount of any redudlons described in (li) and (lii) of this 
definition; and 

(v) any increase In the outstanding principal balance of such Reference Obfigation that 
reflects a reversal of any prior reductions described in (li) and (Hi) of this definition). 

"Pari Passu Amount* means, with respect to a Reference Obligation as of any date of 
determination, the aggregate of the Outstanding Prindpai Amount of tire Reference Obligatbn 
and the aggregate outstanding prindpai balance of alt obligations of the relevant Reference Entity 
backed by the relevant Underlying Assets and ranklr^ pari passu in priority with such Reference 
Obligation. 

"Previous Period Imji^ed Writedown Amount" means, with respect to a Reference Obligation in 
res(^ of a Reference Obligation Calcuiatiori Pertod. the Current Period Implied Writedovm 
Amount as determined in relation to tiie last day of the immediately pr^reding Reference 
Obligation Calcula^ Period for such Reference Obligation. 

"Principal Payment" means, wftti respect to a Refere«:e Obligation and any Reference Obligation 
Payment Date, the occurrence of a pa^nent of an amount to the holders of such Reference 
Obligation in respect of prindpai (sdieduled or unscheduled) in respect of such Refereme 
Obligation other than a payment in respect of principal representing capitarized interesL 
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excluding, for avoidance of doubt, any relevant Writedov^ Reimbursement or interest 
Shortfall Reimbursement. 

"Principal Payment Amount" means, witti respect to any Reference Obligation Payment Date fw 
a Reference Obligatkm. an amount equal to the prt^uct of (i) the amount of any Principal 
Payment on such date and (it) die ^f^icable Percentage. 

"Principal SiKXtfall Amounf mear», wiUi respect to a Reference (^ligation, in respect of a Failure 
to Pay Principal, an amount equal to the greater of; 

(I) zero; and 

(if) die amount equal to die product of. 

(A) the Exp^ed Principal Amount minus the relevant Actual f^ndpa! y^ount; and 

(B) die Applicable Percentage; 

If die Principal SIXMlfail Amount In respect of a Reference Obligation would be greats than the 
Reference Obl^adon Notional Amount immediately prior to the occxjrrence of such Failure to Pay 
Principal, then such Principal Shorttoll Amount shall be deemed to be equal to die Reference 
Obligation Notional Amount at such time. 

"Prir^ipai Shortfall Reimbursement* means, with respect to a Reference Obligation any day, 
the payment by or on behalf of the relevant tssu^ of an amount in respect of such Reference 
Obligation in or toward the satisfaction of any deferral of or failure to pay principal arising from 
one or more prior occurrences of a Failure to Pay Principal. 

"Prindpai Shortfail Reimbursement Amounr means, with respect to a Reference Odigadon on 
any day, die product of (i) the amount of any relevant F^ndpal Shortfall Reimbursement cm such 
day and (li) the relevant AppHcabte Percentage. 

"Principal Shortfall Reimbursement Payment Amount" means. with respect to a Reference 
Obligation and an Additional Fixed Amount Payment Date, the sum of the Prindpai Shortfali 
Reimbursement Amounts in respect of alt F^indpal Shortfall Reimbursements (if any) made 
during the Reference Obligation Calculation Period relating to such Additionat Fixed Amount 
Parent Date (or, in the case of an Additional Fixed Amount Payment Date after the final Fixed 
Rato Payer Payment Date, made on the related Reference Odigation Payment Date), provided 
that the aggregate of all such Prindpai Shortfall Reimbursement Payment Amounts at any time 
shall not exceed the aggregate of alt Floating Amounts (determined without regard to the 
Effective Date) in respect of occurrences of Failure to Pay Principal prior to such Additionai Fixed 
^Mnount Raiment Date. 

"Reference Obligation Calculation Period" means, with respect to a Reference Obllgatton and 
each Refm'ence Obligation Payment Date, a period corresponding to the interest acoorai period 
relating to such Reference Obligation Payment Date pursuant to the relevant Underlying 
Instruments. 

"Rd'erence Obligation Coupon" means, vrith respect to a Reference Obligation, tfie periodic 
interest rate applied in relation to each related Reference Obligation Caiculatkm Period on the 
related Reference Obligation Payment Date, as determined in actxxtfance virith the terms of Uie 
relei^nt Underling instrumente as at the Ann^ Date, witiiout regard to any subsequent 
amendment. 
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■Reference Obligation Payment Date* means, with respect to a Reference Obligation, (i) each 
scheduled distribution date for such Reference Obligation occurring on w after the Annex Date 
and on or fKior to ftie Component TransacBon Scheduled Teiminatioh Date, detainlned in 
accordance wifti the Underling Instruments and (B) any day after the Effective Matorih? Date on 
which a payment is made In respect of such Reference Obligation. 

■Reference Policy* means, with respect to a Reference Obiigation, the reference policy for such 
Referer^e OW^ation spasified In the Relevant Annex. 

"Senior Amount" means, with respect to a Reference Obligation as of any day, the ^gregate 
outstendlr^ l^ndpal balance of ail obligations of the Reference Entity badted by the Underlj^ng 
Assete and ranking senior in priortty to such Reference Obiigation. 

"Servfcer" means, with respect to a Reference Obligation, any trustee, servteer, sub-servicer, 
mast^ swvicer, fiscal agerrt, paylr^ agent or ottrer similar entity responsible few calrxilating 
parent amounts w pro^ir^ repc^ pursuant to the Underlying Insfrumente. 

"Servicer Repwts" rrteans. vrfth respect to a Reference Obligation, periodic statements or reporte 
regarding the Reference Obligation provided by the Servicer to hoiders of the Reference 
Obligatton. 

“UrKlertylhg Assets" means, with respect to a Reference Obl^ation, the assets backing tiie 
Reference Obligation for the benefit of the holdws of such Reference Obligation and wWch are 
expected to generate the cashflows required for ttie senricing and repayment (in whole or in part) 
of such Reference Obligation, or the assets to which a holder of such Reference OWigalion is 
eOTnomlcally exposed where such exposure is created synthetically. 

"Underlying Instruments’ means, with respect to a Reference OWIgatton, the indenture, trust 
agreanenl, pooling and servicing agreement or other relevant agreement(s) setting fortti the 
terms of the Reference Obligation. 

"Writedown" means, with respect to a Reference Obligation, tfie occurrence at any lime on or 
after the Annex Date of: 

/n (A) a writedown or applied loss (however described In the Underlying Instruments) 
resulting in a reduction in the Outstanding Principal Amount of such Reference 
Obligation (other than as a result of a scheduled or unscheduled payment of 
prindpal); or 

(B) the attribution of a principal deficiency or realized loss (however described In the 
Underlying Instruments) to such Reference Obligation resulting in a reduction or 
subordination of the current Interest payable on such Reference Obligation: 

(il) the forgiveness of any amount of principal by the holders of such Reference Obligation 
pursuarrt to an amendment to the Underling Instruments resulting in a reduction In the 
Outstanding Principal Amount: or 

(iil) If tiie Underlying Instruments do not provide for writedowns, applied losses, principal 
deficiencies w realized losses as described In (1) above to occur In respect of su^ 
Reference Obligation, an implied Writedown Amount being determined in respect of sucii 
Reference Obligation by the Calculation Agent 

"Writedown /^mjnt" means, with respect to a Reference Obligation on any day, ttie pnxtuc^ of (I) 
the amount of any Writedown with respect to such Reference ObHgation on such day and (il) the 
Applicable Percentage. 
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”Wrttec{o>Mi Reimbursemenf means, with respect to a Reference Obligation on any day, ttie 
occurrence of: 

{\) a payment by or on behalf of 0ie Issuer of an amount in respect of such Reference 
Otdigation in reduction of any prior Writedowns; 

(ii) (A) an increase by or on behalf of »te Issuer of the Outstanding Principal Amount of 

such Reference Obligadon to reflect the reversal of any prior Wdtedovms; or 

(B) a decrease in the fHincipal deficiency balance or realized loss amounts (hovrever 
described in die Underlying insbuments) attritHitabte to such Reference 
Obligation; or 

(iii) if the Underling instruments do not provide for writedowns, applied tosses, prtocipal 
decencies or realized tosses as described in 01} above to occur in respect of such 
Reference Obligation, an implied Writedown Reimbursement Amount being detemtined 
in respect of sudi Reference Obligation by the CalculaUon Agent 

'Wiitedown Reimbursement Amount" means, wth respect to a Reference Obligation on any day, 
an amount equal to the product of: 

(i) the sum of all Writedown Reimbursements with respect to such Reference Obligatkm on 
that day; and 

(ii) die Applicable Percentage; 

"Writedown Reimbursement Payment Amounf nieans, with respect to a Reference Obligation 
and an Additional Fixed Amcxint Payment Date, the sum of the Writedown Rdmbursement 
Amounts in respect of ad Writedown Reimbursements (if any) during the Reference Obligation 
Calculation Period relating to such Additional Fixed ^ount Payment Date (or, in the case of an 
Additional Fixed Amount Payment Date after the final Fixed Rate Payer Payment Dale, on the 
related Reference Obligation Payment Date or date of determination of an Implied Writedown 
Reimbursement Amount, as foe case may be), provtoed that foe aggregate of all such Wrttedown 
Reimbursement Payment Amounts at any time shall not exceed foe aggregate of all Floating 
Amounts with respect to sudi Reference Obligation (determined without regard to the Effective 
Date) in respect of Writedowms occumng prior to such Additional Fixed Amount Payment Date. 

7. Transfer and Termination of Component Transactions 

Wifoout prejudice to Section 7 of foe Master /freemen! specified in the relevant Ccmfirmatlon, 
foe Component Transactions (or any part thereof) to v^ich these ABX Standard Terms relate 
may only be transferred (by way of assignment, novation or otherwise) or terminated prior to foe 
Component Transaction Scheduied Termination Data foweof (other than in accordance vrith the 
terms hereof) leather an equal part (by Initial Face Amount) of each other Component 
Transaction forming part of foe Master Transaction of \Afolch it forms a part 

8. Disclaimers 

(a) ^X™ to a service marie of foe Index Sponsor and has been licensed for use In connexion vrith 
foe Master Transaction. 

(b) The Index referenced herein to foe property of the Index Sponsor and has been Sensed for use 
in (X)nnection vrifo foe transaction hereunder. Eacfo party ecknovriedges and agrees foat foe 
transaction hereunder is not sponsored, endorsed, or promoted by the Index Sponsor or any 
members of foe index Sensor (foe Index Sponsor, tr^efoer with its members, foe "Index 
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Parties"). The Index Partin make no rep«esentation whalsoever, virfiether expi^ss or Implied, and 
hereby expressly disclaim ail warranties (Including, without limitation, those of merchantatMlity or 
fitness for a particular purpxjse or use), with respect to the !nd©( or any data included therein or 
relating tii^to. and in particular disclaim any warranty either as to the quality, acrxjracy and/or 
completeness of tiie lnde« cw any data included therein, the results obteined from the use of ttie 
irtoex and/tx* toe compt^itkm Gf the index at any particular time on any particular date <x 
otoerv^e and/or the cr^itworthiness of any entity, or the ilKelihocto of toe ocxxirrence of a 
Boating Amount Event wito respect to an obligation. In toe Index at any particular time on any 
particular date or otherwise. The index Parties shall not be liable (whether in negi^nce or 
otherwtee) to toe parties ex* any otoer person for any error In toe Index, and toe Index Parties are 
under no (toligatton to advise the parties or any person of any error toer^n. The Index Partin 
make no repr^ntatlon wtoatsoevw, whether express or Implied, as to toe achrt^blllty of enterii^ 
into toe transaction h^eunder, the ability of toe Index to track rdevant markets' performances, or 
oto^wse refaUr^ to the Index or any transaction or product with respect (hereto, or of assumlr^ 
any risks in connection toerevdth. The Index Parties have no obligation to take toe needs of any 
party into (X)nsideration in detvmining, composing or calculating the Index. Neither party to tois 
tranraction, nv any Index Party, shall have any liaKlity to any party for any act or failure to act by 
the Index Partin to connection with toe determination, adjustment, calculation or maintenance of 
the Index. Mhough the Caiculatkxi Agent will otXain information concerning the Index fr'om 
sources It believes reliable. It vrill not Independently wify this information. Accordingly, no 
refxesentatlon, warranty or undertaking (express or implied) Is made, and no respor»lbility Is 
accepted by eithv party, its Affiliates or tiW Calculation Agent, as to the accuracy, completeness 
or timeliness of information concerning the Index. Each party acknowledges that the otfwr party 
or one of Its affiliates may be, or may be affiliated wito, an Iridex Party and, as such, may be able 
to affect or Influence the determination, adjusfrnent or maintenance of the index. For purposes of 
Sections 9.1(b)(iii) and (iv) of the Credit Derivatives Definitions, references to "each party* therein 
shall be deem^ to Include each Index Party. 

(c) WiUiout limitation of Section 9.1(bKiv) of the Credit Derivatives Definitions (as modified above), 
each party acknowledges that the other party or its Affiliates or toe Calculation Agent may act 
from time to time as an of^inator. sponsv, servicer, administrator, trustee, underwriter or market 
maker, or otherwise act In a capacity as a result of which such party or its Affiliates may be in 
possession of information In relation to one or more Reference Obligations or Reference Entities 
contained in the Index which may be material In the context of one or more Component 
Transactions and that may or may not be pubflcly available or known to the othv party. No 
fumlshn^ by a party or its Affiliates or the Calculatfon Agent of any notice, report, or other 
informatlexi wth respect to any Reference Obligation or any Reference Entity ("Reference 
Obligation Information") shall prejudice the foregrrfng fWt)vlslDn or Section 9.1(b)(lv) of the Credit 
Derivatives Definitions, constitute a representation or warranty as to the correctness or 
ccxnpteteness of such Reference Obligation Information, give rise to any duty to supplement, 
update or revise the Reference Obligation Information so providvj, or otherwrise result to such 
party or the Calculation Agent having any responsibility for the content of such Refwence 
Obl^ation Information. 
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Interest Shortfall Cap Annex 

Hie Interest Shotfall Cap AmcHint in respect of an interest 
Shortfall for a Reference Obilgaton shall be the Fned 
Amount calculated in respect of the Fixed Rate Payer 
Payment Date immediately following foe Reference 
Obligation Pa^rvent Date on which foe relevant interest 
Shortfall occurred. 

■Rie first Additional Fixed Amount Payment Date for a 
Reference Obiigatlon, zero, and respect to any 
subsequent Additional Fixed Amount Parent Date for su(fo 
Reference Obligation and calculated as of foe Reforence 
Obligation Parent Date immediately preceding such 
Additional Fixed ^ount Payment Date, as specified by foe 
Calculation Agent in its notice to foe pities or by Seller in 
its notice to Buyer of the existence of an Interest Shcxdaii 
Reimbursement for such Reference Obligation, an amount 
equal to foe greater of: 

(a) z^; and 

(b) foe amcHint equal to; 

(i) foe product of: 

(A) the Cumulative Interest Shortfall 
Payment Amount as of the 
Additional Fixed Amount Payment 
Date immediately preceding such 
Reference Obligation Payment 
Date; and 

(B) foe relevant Cumulative Interest 
Shortfall Payment Compounding 
Factor for the Fixed Rate Payor 
Calculation Period immediately 
preceding such Additional Fixed 
Amount Payment Date (or 1.0 in 
respect of any Additional Fixed 
Amount Payment Date occwilng 
after the final Fixed Rate Payer 
Payment Date for such Ref^ence 
Obligation); 

minus 

(«) foe Cumuiattve Interest Shortfoll Amount as 
of such Reference Obl^aticai Payment 
Date; 

FKOvided that If foe Interest Shortfall Reimbursement 
Payment Amount on an Additional Fixed Amount Payment 
Date for such Ref^nce Obl^ation vmutd exceed foe . 
Interest Shortfall Reimbursement Amount in r^pect of foe 
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related Reference Obligation Payment Date, then such 
Interest Shortfall Reimbursement Parent Amount shall be 
deemed to • be equal to such Inter^t Shorten 
ReimtHjrsement Amount. 

Cumulative Interest Shortfall Amount: WtUt respect to any Reference Obligation Parent Date for 

a Reference Obligation, an amount equal to tiie greater of; 

(a) »Fo; and 

(b) an amount equal to: 

(l) the Cumulative Interest Shorttoll Amount as 
of the Reference Obligation Parent Date 
for such Reference Obligation immediately 
preceding such Reference CH>llgation 
Payment Date or, In the case of the first 
Reference Obligation Payment Date, zero; 
plus 

(fi) the Interest Shortfall Amount (if any) in 
respect of such Reference Obligation 
Payment Date; plus 

(m) an amount determined by the Calculation 
Agent as the amount of Interest that would 
accree on the Cumulative interest Shortfall 
Amount immediately preceding such 
Reference Obligation Payment Date during 
the related Reference Obligation 
Calculation Period pursuant to the 
Underlying Instruments or, in the case of 
the first Reference Obligation Payment 
Date, zero; minus 

(fv) the Interest Shortfall Reimbursement 
Amount (If any) In respect of such 
Reference Obligation Payment Date for 
5u<^ Reference Obligation. 

Cumulative interest Shortfall Payment Witfi respect to any Fixed Rate Payer Payment Date and 

Amount any Additionai Fixed Amount Payment Date falttng on such 

date, an amount equal to the greater of: 

(a) zero; and 

(b) tfie armHjnt equal to; 

(i) the sum of: 

(A) the interest Sh<x1fati Payment 
Amount for the Reference 
Obligation Parent Date 
corresponding to such Fixed Rate 
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Payer Parent Date; and 
(B) ttie product of. 

(1) die Curmiiati^^ fnt€»'est 

Shwtfali Payment Miount as 
of die Fixed Rate Payer 
Payment Date dnmedlateJy 
{Receding such Fixed Rate 
Pa^ Payment Date (or zmv 
in the case of Ihe first Fixed 
Rate Payer Parent Date); 
and 

(2) the relevant Cumuiadi^ 

Interest Shcxtfall Parent 
Compounding Factor; 

minus 

({]} any interest Shortfal) Reimbursement 
Payment Amount paid on such Fixed Rate 
Payer Payment Date. 

With respect to any Additional Fixed Amount Payment Date 
failing after the final Fixed Rate Payer Payment Date, the 
Cumulative Interest Shortfall Payment Amount shall be 
equal to: 

(x) the Cumulative Interest Shortfall Payment Amount 
as of the Additional Fbted Amount Payment Date 
immediately preceding such Additional Fixed 
Amount Payment Date (or as of the final Fixed Rate 
Payer Payment Date in the case of the first 
Additional Fixed Amount Payment Date occurring 
after the final Fixed Rate Payer Payment Date); 
minus 


(y) any Intwest Shortfall Reimbursement Payment 
AnKHjnt paid on such Additional Fixed Amount 
Payment Date. 


Cumulative Interest Shortfall Payment 
Compounding Factor: 

Witii respect to any Fixed Rate Payer Calculation Period in 
respect of a Reference Obligation, an amount equal to the 
sum 


( 3 ) 1.0; 


plus 


(b) the i^tKiuct of: 
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0) the sum of (A) the Relevant Rate in resport 
of sudi Reference Obligation plus (B) tfte 
relevant Fixed Rate; ara3 

^ the actual number of days in such Fixed 
Rate Payer Ca!cula«on PerkxJ dh/Wed by 
360; 

provided, however, that the Cumulative interest Shwtfall 
Payment Compounding FactcH’ shall be deemed to be 1.0 
dtmng the period from but excluding the Efrecbve Maturity 
Date to and Including the Termination Date. 

Relevant Rate: With respect to a Fixed Rate Payw^ Calcuiation Period In 

respect of a Reference Obligaf](xi. the relevant Floating 
Rate, expressed as a decimal number with seven detimai 
places, that would be determined if: 

(a) the 2000 I3DA Definitions (and not the 2003 ISDA 
Credit Derivatives Definitions) applied to this 
paragraph; 

(b) the Fixed Rate Payer Calculation Period were a 
”Calcuiati(m Period” for purposes of such 
determination; and 

(c) the fdiovring terms applied: 

(i) the Floating Rate Option were the Rate 
Source; 

(ii) toe Designated Maturity were the period 
that comesponds to toe usual length of a 
Fixed Rate Payer Calculation Period; and 

(iH) toe Reset Date were the first day of toe 
Calculation Period; 

provided, however, that the Relevant Rate shall be deemed 
to be zero during the period from but excluding toe relevant 
Effective Mah^lty Date to and including the relevant 
Tenninatlon Date. 

Rate ^uroe; USD-LIBC^-BBA 


H-25 


Confidential Treatment Requested 


GEM7-00000742 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00605 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



602 


Footnote Exhibits - Page 1354 


SCHEDULE I 

FORM OF CONFIRMATION FOR CMBS SECURITIES 


Deuts^ Bank AG 


IZI 


Date: | } 

To: Gemstone CDOVIt Ltd. 

Fax No; [ J 

From: Deuts<*e Bank AG, acting through fts New York aanch 

RE: Credit D^h^tive Transaction on Mortgage-Backed Security with Pay-As-You-Go or F^ysica! 

Settlement (Form I) (Dealer Form) (CMBS) 


Dear Sir/Madam 

The purpr^e of this communication (the 'Confirmation”) is to confirm the terms and conditions of 
tile Crodit Derivative Transaction relating to a mortgage-backed security reference obligation entered into 
between you GemsUme CDO VI! Ltd. ('Party B”) and us Deutsche Bank AG, acting through its New York 
Branch CParty A') on the Trade Date specified below (tiie "Transaction"). This Confirmation constitutes a 
'Confirmation' as referred to in the ISOA Master ^reement specified below. 

The definitions and provisions contained In the 2003 ISDA Credit Derivatives Definitions (the 
'Credit Derivatives Definitions'), as published by the international Swaps and D^atives Assodaton, 
inc. (*!SDA") and the tSDA Standard Terms Supplement ftx* use with Credit Derivatives Transaction on 
Mortgage-Backed Security with Pay-As-You-Go or Physical SettlemenL as published by ISDA cm 
November 10, 2006 (the "CDS on MBS Terms'), and, If (i) the Additional fYovIsions for Optional Early 
Termlnatton have been published by ISOA at the Trade Date and (ll) Optional Early Termination Is 
spedfied as being appticable, the Additional Provisions for Optional Eariy Termination most recently 
publish^ by ISDA, are incc^orated into this Confirmation. In the event any inconsistency between 
the Credit Derivatives Definitions or the CDS on MBS Terms and this Confirmation, this Confirmation will 
govam. In the event of any inconsistency between the CDS on MBS Terms and the Credit Derivatives 
Definitions, ttie CDS on MBS Terms wilt govern. 

This Confirmation supplements, forms a of, and is subject to. the ISDA Master Agreement, 
dated as of H> 2007 as amended and supplemented from time to time (the 'Agreement'}, between you 
and us. >MI poi^sions contained in ttie Agreement govern this Confirmation except as expressly modified 
below. 

The terms of the Transaction to which this Confirmation relates are as follows: 

Trade Date: [ ] 

Effective Date: [ J 
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FtoaOng Rate Payer 
Fixed Rate Payer 
Calculation Agent: 


Catcutation Agent City: 
Business Day: 
Reference Entity: 
Reference Obligation: 


Refo-ence Policy: 
Reference Price: 
initial Face Amount: 
Initial Payment: 


Fixed Rate: 


{ 3 (the -Seller"). 

[ 3 (the "Bu^r"). 

Party A. unless an Event of De^ult has ocojrred 
and is continuing with respect to Party A. in which 
case the Calculation ^ent Shan be a leading, 
independent dealer in derivatives selected by 
agreement between the parties vrithin one 
Business Day of such Event of Default (toe 
"Substitute Calculation Agent"), whose fees arto 
expenses shall be met by Party A. wttilst such 
Event of Default is continuing. If toe parties are 
unable to agree wi a Substitute Caiculatom 
Agent, each of the parties shall elect an 
ind^rxfent dealer in derivatives and surto two 
dealers shall agree on a third party, who shall be 
deemed to be toe Substitute Calculation Agent. 
Party A shad be appointed to replace the 
Substitute Calculation Agent within one Business 
Day erf toe date on which no Event of Default is 
continuing In respect of Patty A Ait 
determinations by the Calculation Agent shat! be 
made In good falto and in a commercially 
reascxiable manner. 

New York 

New York and London 

I 1 

The otrfigation identified as follows: 

(Insurer: { ]] 

CUSIP/ISIN: ( } 

[Bloomberg ID: { ]} 

Legal final maturity date; ( ) 

Original Rincipal Amount: [ } 

inltiat Factix: ( ) 

Issuer: The Reference Entity) 

Not Af^Dcable 

[•1% 

I I 

(Not Applicable) 

(On phe Effective Date), (BuyerJ^Seller) will pay 
(USDj{ jto{SellerJ/(BuyBr).3 

( )% per annum 
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Fixed Rate Payer Payment Dates: 

Fbced Amount 

Additional Credit Event 
Int^-est Shortfsril Cap: 

WAC Cap interest Ro\^ion: 

Step-up provisions: 
tf Interest Shortfall Cap is applicable, then specify: 


CMBS Convention 

Fbced Amount detinition ^ underlying witii 
payment delay 

■ No Additional Credit Event - 

Applicable 

AppQcabie 

Not Applicabie 


Interest Shcxtfail Cap Basis: 
interest Shortfall Compounding: 
Rate &}urce: 

Optional Early Termination: 
Additional Tenns: 


Fixed Cap 
Inapplicable 
USD-LIBOR-BBA 
Not Af^iicable 

The definition of ’Fixed Amount" in ttie CDS on 
MBS Toths shall be deleted and replaced in its 
entirety the following: 

“With respect to any Flx«l Rate Payer Payment 
Date, an amount equal to the product of: 

(a) the Fixed Rate; 

(b) the Reference Obligation Notional 
Amount (as calculated without taking into 
consideration any adjustment in the 
Reference ^ligation Notional Amount 
due to an Implied Writedown Amount) 
outstanding on the last day of the 
Reference Obligation Calcuiation Perkxl 
related to such Fixed Rate Payer 
Payment Date, as adjusted for any 
Increases or decreases of the Reference 
Obligation Notional Amount on the 
Reference Obligation Payment Date 
immediately precedir^ toe related 
Reference Obligation Payment Date; and 

(c) toe actual number of days in toe retoted 
Fixed Rate Pa^r Calculatbn P^iod 
divided by 360.’ 

Implied Writedown Amounts are not applicabie to 
this Transaction. Without limiting toe fcw^olng, 
for toe purpose of any calculations requ^ed under 
this Confirmation (including toe CDS on MBS 
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Toms), the foiiowing twms shall all be deemed 
to be equal to ^ro: ‘Aggregate Implied 
Writedown Amount", "Cunent Period Implied 
Writedown Amount", "Imj^led Writedown 
Amount, ‘Implied Writedown Percentage", 
‘Implied Writedown Reimbursement Amounf, or 
‘F^vious Period Implied Writedown Amounf . 

The definition of ‘Writedown* in the CDS on MBS 
Terms shall be deleted and replaced in ite 
entirety vrith the following: 

"Wrttectown' means the occurrence at any time 
on or after the Effective Date of: 

(i) (A) a writedown or applied loss 
(howeii^ described in the Underlying 
Instruments) resulting in a reductk>n in the 
Outstanding Principal Amount (other than as a 
resuH of a scheduled or unsc^duled payment of 
princtpai); or (B) tfte attribution of a principal 
deficiency or realized loss (however described in 
the Underlying Instruments) to the Reference 
Obtigation resulting in a reduction or 
subc^inatlon of the current interest payable on 
the Reference Obligation; or 

(ti) the forgiveness of any amount of 
principal, by the holders of the Reference 
OUigation pursuant to an amendment to the 
Underling Instruments resuKIng In a reduction in 
tile Outstanding Principal Amount, provided that 
(A) Party A shall not give notice of a Floating 
Amount Event or Credit Event with respect to the 
portion of a Writedovm resulting from forgiveness 
refOTed to in this subclause (ii) that was caused 
by the vote of Party A if Party A was the ht^d«- of 
100% of such Reference Obligation, and (B) if. 
notvritiistanding the preceding sub-clause (A),' 
Party A gives notice of a Floating Amount Event 
or Credit Event with respect to the portion of a. 
Writedown resulting from forgivOTess referred to 
In this subclause (II) that was caused by the vote 
of Party A if Party A was the holder of 100% of 
such Reference Obligation, then, as soon as 
practicable after Party A and Party B becxime 
aware of such occurrence, Party A and Party B 
shall refund to each other all payments, and 
reverse all other calculations and/or 
determinations, that occurred in connection vwtti 
or resulting from Party A gMng notice of such 
Floating Amount Event or Credit Event" 

For the avokJance of doubt, no payment in 
connection with clause (iii) of tiie definition of 
“Writedown‘ (as defined in the CDS on MBS 
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Tenns and not as amended herein) shall be due 
or payable hereunder and the CDS on MBS 
Terms shall be read a«»idingfy. 


Office, Notice and /tocount Details: 

The Office of Party A for this Transaction is: Now Ywk 

The Office of Party B fiar this Transaction is: Geotpe Town, Grand Cayman. Cayman Islands 
Teleji^ne, Telex and/cx’ Facsimile Numbers and Contact Details for Notices: 

Party A: Attentkm: New York Derivatives Doojmentatlon 


Teleptone: 

Fax: 

Email: 

Party B; 

Account Details: 


( 212 ) 250-9425 
( 212 ) 797-0779 

NYdefivBtiv6.documentation@db.o»n 

[ 1 


<^^unt Details of Buyer: ( ] 

^xx)unt Details of Seller [ ] 

Please confirm your agreement to be bound by the t^ns of ffie foregc^ng by executing a copy of this 
Confirmation and rehjming it to us by facsimile. 

Yours sincerely, 


DEUTSCHE BANK AG. ACTING THROUGH ITS NEW YORK BRANCH 


By:_ 

Name: 

Title: 

By; 

Name: 

Title: 
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Confirmed as of the date first atxsve written: 

GEMSTONE CDO VII LTD. 

By H6K In^Unents, L.P., New Yc^ Branch, as its Investment Manager 

By:_ 

Name: 

Tide: 

8y:„ 

Name: 

Title: 


l^ 
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iSOA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE TRANSACTIONS 
ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR 
PHYSICAL SEm£MENT’ 

(published on November 10, 2006} 

This iSDA Standard Terms Sui^iement for use with Credit Derivative Transactions on M<»l 9 age-Bad(ed 
Security wiUi Pay-As-Ycni-Go or Physicai Settiemant (the *COS on MBS Terms*) hereby incorporates by 
reference the definitions and provtetons contained in tiw 2003 iSDA Credit Derivative Definitions as 
published by ttie Intennational Swaps and Derivatives ^sociatlon. Inc. ("ISDA") (the "Credit Derivatives 
Definitions”). Irr the event of any inconsistency between the Credit Derivatives Definitions and these CDS 
on MBS Toths, these COS on MBS Terms will qovoti.^ 

References to the "Reference Obligation* in these CDS on MBS Terms or in the retes^nt Contirmation 
shall be to tiie terms of the Reference Obiigation (as defined below) set out in the Underling Instniments 
(as defined below) as amended from time to time unless othenMse specified below. 

1. General Terms: 

Trade Date: As shown in the relevant Confirmation. 

Effective Date: As shown In the relevant Confirmation. 

Sdieduled Termination Date: Subject to paragraph 6. the Lega! Final MaUirlty Date 

of the Reference Obtigation. subject to adjustment in 
accordance wim the Foliowing Business Day 
Convention. 

Termination Date: The last to occur of: 

(a) the fiftii Business Day following the Effective 
Maturity Date; 

(b) the last Floating Rate Payer Payment Date; 

(c) the last Delivery Date; and 

(d) the last Additional Fixed ^ount Payment 
Date. 


THE FOCyrNOTCS TO THIS Ct» ON MBS STANDARD TERMS SUW»L£MENT ARE PROVIDED FOR CLARIRCATKW Otfl.Y 
AND DO NOT COTiSnUTTE /«JVICE AS TO THE STRUCTURINO OR DOCUMENTATION OF A CREDIT OERfVATIVE 
TRANSACTION. 

ISDA Nis not undertaken to review eli apt^cable laws and re^uletions of any jurlsdldton In which the Crecflt Derivatives Defii^ns 
or these CC^on MBS Terms may be u^. Therefore. parSes are advised to consider the eppBcstim of any relevant jtffiscfiction^ 
r^ulatory, tax, accounting, exchwrge or other requirementB that may asdst in connection with the erfteitog Into and documentirTg of a 
ptvatoty n^jotitfed credit derivative transactkn. 

^ Tt» definitions and proMsions in this tSOA Standard Terms Suppiament for use with Credit Derivatives Tiwisai^ws on 
Mor^^te-Bached Seofffiy wfih Pay-As-You-Go or Phyelcaf Settiemant may be inc o rpcfi ^ into a Confirmrdicm or other 
doctmient (indixfir^ In electronic ftom) (a 'Confirmation*) by wortfe^ In the Confirmation incfie^ng toat, or tie ex^ to 
which, the Crmfbmtdon is subiect to this ISDA Standanj T^rra Supplament for tne with Cracfit Dedratives Transactiorsi 
cm Mor^age-Bac^ed Sacuilty Pey-As-You-Go or Physicai Settiement. AO definHions and provisions so tncorporated 
In a Corifirm a l km wOi be to that Co n f ir m ati on uitieu olhswise provUed In tf^ Ccmflrmation. 

* P«tlssr^ wish to novate a trade docunented by way of a Corrfirmatta) incorporating ti^se CDS on MBS 

Terms ^mrid confer u^ng the Form of Novation Confirma^ set out in the Schedule to tNs iSOA Standard Terms 

Su(^lement 
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Roatif^ Rate Payer: 

Fk«J Rate Payer 
Calculation 

CalcuiaticMi ^ent City: 
Busini^ Day: 

Business DayConv^tion: 


Reference Entity: 
Refemnce Obl^afion: 


Reference Policy: 
Reference Price: 
Applicable Percentage: 
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As shown in the relevant Confirmalton (ttie *Seller“). 

As shown In the relevant Confiimaaon (ttie ’Buyar*). 

As shown in the relevant Confiimation. 

As shown In the relevant Confirmation. 

As shown In the relevant Confirmation. 

Following (w^ich. with the exc^>tion of ^e Effec^e 
Date, the Final Amortizalion Date, each Reference 
Obligation Payment Date and the period end date of 
each Reference Obligation Calculation Period, shall 
apply to any date referred to In ^ese CDS on MBS 
Terms or in the Relevant Confirmation tiiat falls cm a 
day that is not a Business Day). 

As shown in tiie relevant Confirmation. 

As shown in the relevant Confirmation. 


Section 2.30 of ttie Credit Derivatives Definitions shall 
not apply. 

As shown in the relevant Confirmation. 

As shown In the relevant Confirmation. 

On any day, a percentage equal to A divided by B. 

•A' means tiie prwluct of the Initial Face Amount and 
the Initial Factcx’ as decreased on each Delivery Date 
by an amount equal to (a) the outstanding principal 
balance of Deliverable Obligations Delivered to Seller 
(as adjusted by tiie Relevant Amount. If any) divided 
by the Cunent Factor on such day multiplied by (b) the 
Initial Factor. 

meens the product of the Original Principal Amount 
and the Initial Factor 

(a) as Increased by the outstanding principal 
balance of any further Issues by the Referertoe 
Entity tiiat are fungible with and form part of 
the same legal series as the RefererK^ 
OtHlgation; and 

(b) as decreased by any cancellations of some or 
ail of the Outotanding PrirKilpal AncKint 
resulting from purchases of tiie Ref^nce 
Obligation by or on behalf of toe Reference 
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EnWy.’ 


Initial Face Amount 

As shown in the relevant Contimnation. 

Referwice Obl^ation Notional 

On the Effective Date, the prtxiuct of: 

^ount 

(a) 

the Original Principal Ammtnt; 


W 

the Initial Factor; and 


(c) 

the ^}piicable Percentage. 


Following the Effective Date, tiie Reference Obligation 
Notional Amount will be: 

(I) decreased on each day on which a Principal- 
Payment is made by the relevant Principal 
Parent Amount; 

(ii) decreased cm the day, if any, on which a 
Failure to Pay Principal occurs by the relevant 
Principal Shortfall Amount; 

(ill) decreased cm each day on which a Writedown 
cxxurs by the relevant Writedown Amount; 

(iv) increased on each day on w^ich a Writedown 
ReimbursOTient occurs by any Writedown 
R^mbursement Amount In respect of a 
Writedown Reimbursement within paragraphs 
(H) or (iil) of tile definition of "Writedown 
Reimbursement"; and 

(v) decreased ot each Delivery Date by an 
amount equal to the relevant ^ercise Amount 
minus tire amount determined pursuant to 
paragraph (b) of "Physical Settlement Amount" 
below, provided that If any Relevant Amount is 
applicable, the Exercise Amount will ateo be 
deemed to be decreased by such Relevant 
/^ount (or increased by the absolute value of 
such R^evant Amount if such Relevant 
Amount is negative) with effect frwn suc^ 
Delivery Date; 

provided that if the Reference Ot^igation Noticmai 
Amount would be less than zero, it shad be deemed to 
be zero. 

For the avoidance of doubt, the Reference Obllga^n 
Notional Amount shall not be Increased by any deferral 
or capitalization of interest that relates to the Tenn cf 
this Transaction or decreased by payment of any 

Titis represents tile percent^ covered by the retevsnt Transaction of ths OuUancSng Principal Armtunt ltmayt»morB 
tiran100%. 
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Initial Payment: 

2. Rxed Parents: 

F«e<J Rate Pa^: 

Fixed Rate: 

Fixed Rate Pa^ Period End 
Date: 

Fixed Rate fairer Parent 
Oates: 


Fixed Amount: 
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pcKtion of the principai balance of the Reference 
Obligation that is attributebie to the deferral ix 
capitalization of interest during tiie Term of this 
Transaction. 

As shown in the relevant Confirmation. 


Buyer 

As shown in the relevant Confirmation, subject to 
adjustment in accordance with paragraph 6 below. 

The first day of each Ref^ence Obligation Calculation 
Period. 

in the relevant Confirmation, the parties shall specify 
eltiier "Not CMBS Convention" or "CMBS Conventicm" 
as appiteable. 

If "Not CMBS Convention* is specified in the relevant 
Confirmation, tiie Fixed Rate Payer Parent Dates 
shall be each day failing five Business Days after a 
Refererx:e Obligation Payment Date; provid^ that the 
final Fixed Rate Payer Payment Date shall fall on the 
fifth Business Ctey following the Effective Maturity 
Date. 

If "CMBS Convention* is specified in the relevant 
Confimiation, tiie Fixed Rate Pay^ Payment Dates 
shall be. after each Reference Obligation Payment 
Date, the next following 25th calendar day of the 
month, except tiiat when a Reference Obligation 
Payment Date f^ls on or after 25th calendar day of a 
month, the Fixed Rate Payer Payment Date in respect 
of such Reference Obligation Payment Date shall be 
25th calendar day of the next following month; 
provided that the final Fixed Rate Payer Payment Date 
shall fall on the fiftii Business Day following the 
Effective Maturity Date. 

In the relevant ConfVmation, the parties shall specify 
•Fixed Amount definition for underlying witti no 
payment delay* or Tixcd Amount definition for 
underlying wfth payment delay". 

If "Fixed Amount definition for und^lying vrith no 
payment delay” is specified in ^e relevant 
Confirmation, the Fbced Amount shall be. vritii respect 
to any Fixed Rate Payer Payment Date, an amount 
equal to the {xoduct of: 
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Addidonal Fixed Amount 
Payment Dates: 


Additicxial Fixed Payments: 
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(a) ttte Fixed Rate; 

(b) an amount determined by die Calculation 
Agent equal to: . 

(i) the sum of the Reference C^ligatton 
Notional Amount as at 5:00 p.m. in ^e 
Calculation Agent City on each day in 
the related Fixed Rate Pa^r 
Calculation Period; divided by 

^i) the actual number of days In the 
related Fixed Rate Payer Calculation 
Period; ar>d 

(c) the actual number of days in the related Fixed 
Rate Pa^ Calculation Period divided by 360. 

If ’Fixed Amount definition for und^ying with parent 
delay” Is specified the relevant Confirmation, then 
the Fixed Amount shall be with respect to any Fixed 
Rate Payer Payment Date, an amount equal to the 
product of: 

(a) the Fixed Rate; 

(b) the Reference Obligation Notional Amount 
outstanding on the last day of the Reference 
Obiigatkm Calculation Period related to such 
Fixed Rate Payer Payment Date, as adjusted 
for any. increases or decreases of the' 
Reference Obligation Notional Amount on the 
Reference ObligaOon Payment Dale 
immediately preceding the related Reference 
Obligation Payment Date; and 

(c) the actual number of days in the related Fixed 
Rate Payw* Catcutation P^Iod divided by 360. 

(a) Each Fixed Rate Payer Payment Date; and 

■ (b) in relation to each Additional Fixed Payment 
Event (^curring after the second Business 
Day priOT to the last Fixed Rate Payer 
Payment Date, the fifth Business Day after 
Buyer has received notification from Seiler or 
the Caicuietion Agent of the occurrence of 
such Additional Fixed Payment Event 

Following the occurrence of an Mditiona! Fixed 
Payment Event In respect of the Reference Obligatton, 
Buyer shall pay the relevant Additional Fixed Armxjnt 
to Seller on the first Additional Fixed Amount Parent 
Date falling at least two Business Days (or in the case 
an Additional Fixed Payment Event tiiat occurs after 
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ttie second Business Day (xior to the last Fixed Rate 
Pa:^ Payment Date, five Business Days) after die 
d^tvery of a notice by die Caicuiation Agent to the 
parties or by Seiler to Buyer stedng that die related 
Additional Fixed Amount is due and shoving in 
reasonable detail how such Mditionai Fixed Amount 
was determined; provided that any st^h rK>tice must 
be given on or pritv to the nflh Business Day fdlov^i^ 
tfie day that is one calendar year ader the Elective 
Maturity Date. 

Additional Fixed Payment The occurrence on or after the Effective Date and on 
Event or before the day that is one calendar year after the 

Effective Mati^ Date of a Writedown 

Reimbursement, a Principal Shorifall Reimtwrsement 
or an Interest Stwtfall Reimbursement. 

Addfflonal Fixed ^ount: With respe<^ to each Additional Fixed Amount 

Payment Date, an amount equal to the sum of: 

(a) the Writedown Reimbursement Payment 
Amount (ft any); 

(b) tiie Principal Shortfaii Reimbursement 
Payment ^ount (if any); and 

(c) the Interest Shortfall Reimbursement Payment 
Amount (ft any). 

For the avokJanca of doubt, each Writedown 
Reimbursanent Payment Miounl, Prindpal Shortfall 
Reimbursenrient Paymwt Amount or Interest Shortfaii 
Reimbursement Payment Amount (as applicable) shall 
be calculated using the Appllcabie Percentage which 
takes Into account the aggregate adjustment made to 
the Appllcabie Percentage in respect of aff Delivery 
Dates that have occurred prior to ttie date of such 
calculation. 


3. Floating Payments: 

Floating Rate Payer Seller 

Ftoating Rate Payer Payment In relaticm to a Floating Amount Event, the first Fixed 

Oates: Rate Payer Payment Date falling at least two Biwiness 

Days (or in the case erf a Floating Amount Event that 
occurs on the Legal Final Maturity Date or the Final 
Amortization Date, the fifth Business Day) after deiivery 
of a notice by the Calculation Agent to the parties or a 
notice by Buyer to Seller that the related Ftoating 
/^ount is due and shovring in reasonable detail how 
such Floating Amount was determined; provkfed tiiat 
any such notice must be given on or iwlor to the fifth 
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Floatir^ f^jroents: 


Floating Ammjnt Event; 


Ftoating Amount: 


Business Day following the Effective Ma^rtty Date. 

if a Floating /^ount Event occurs, then cm the relevant 
Floating Rate Payer Payment Date, Sell^ will pay the 
relevant Floating Amount to Buyer. For the avoidance 
of doubt, the Condftsons to Settlement are not required 
to be satisfied In respect of a Floating Payment 

A Writedown, a Failure to Pay Prindpai or an Interest 
Shortfall. 

Witii respect to each Floating Rate Payer Payment 
Date, an ammint equal to the sum of; 

(a) the relevant Writedown Amount (if any); 

(b) tile relevant Principal Shortfall Amojnt {if any); 
and 

(c) the relevant Interest Shortfall Parent Amount 
(If any). 

For tile avoidance of doubt, each Writedown Amount, 
Prindpai Shortfell Amount or Interest Shortfall Payment 
Amoimt (as apdicable) shall be calculated using the 
Applicable Percentage which takes Into account the 
aggregate adjustment made to tiie Applicable 
Percentage to respect of all Delivery Dates that have 
occurred prior to the date of such calcuiation. 


4. CredK Events and Physical Settlement 

Conditions to Settlement: Credit Event Notice 

Notifying Party; Buyer 

Notice of Physical Settlement 

Notice of Publicly Available Information: Applicable 

Public SoiKces; The public sources listed In 
Section 3.7 of the Credit 
Derivatives Oennitions; 

provided that Servdcer Reports 
to respect of the Reference 
Obfigation and, to resp^ of a 
Distressed Ratings Dovm^ade 
Credit Event only, any public 
communicatic^ by any of the 
Rating Agencies in respect of 
the Ref^nce Obligation shall' 
also be deemed Public 
Sources. 
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Sf^dfied Number 1 

provided that if the CalcuiaSon Agent has prevlousiy 
delivered a nodce to the parties Buyer has 
previously delivered a noUce to Seller pursuant to the 
de^nttion of 'Floating Rate Pa^ Payment Dates* 
above in respect of a Writedown or a Failure to Pay 
Principal, the only Condibon to Settiem^t wtto resped 
to any Credit Event shall be a Notice of Physicai 
Settfemenl 

The parties agree that with resp>ect to the Transactkm 
and notwithstanding anytoing to the contrary in the 
Credit Derivatives Definitions: 

(a) toe Conditions to Settlement may be satisfied 
on more than one occasion; 

(b) muittoie Physical Settlement Amounte may be 
payable by Seller; 

(c) Buyer, when providing a Notice of Physical 
Settiement, must specify an Exercise Amount 
and an Exercise Percentage; 

(d) if Buy^ has delivered a Notice of Physical 
Settlement tiiat specifies an Exercise Amount 
that is less toan toe Reference Obligation 
Notional Amount as of toe date on which such 
Notice of Physicai Settlement Is delivered 
(calculatMl as though Physical Settlement In 
respect of all previously delivered Notices of 
Physical Settlement has occurred In full), toe 
rights and obligations of tiie parties under toe 
Transaction shall continue end Buyer may 
deliver additiona! Notices of Physical 
Settlement with respect to the initial Credit 
Event or wto respect to any additiona! Credit 
Event at any time toereaft^ and 

(e) any Notice of Physical Settiement shall be 
delivered no later than ^ calendar day^ after 
toe fifth Business Day following the earlier of 
toe Eftocttve Maturity Date end toe Optional 
Step-up Early Termination Date. 

Section 3.2(d) of toe Credit Derivatives Oe^rtions Is 
amended to delete the words that is affective no later 
toan thirty calendar days after toe Event Determinaticm 
Date*. 

Section 3.3 of toe Qedit Derivatives Definitions Is 
amended so that toe following is added as sutM:lau8e 
W): 
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”(d} the expiration of any appiicabte grace period f<»' a 
Failure to Pay Principal Cr^it Evenf . 

Credit Events: The following Credit Events shaU apjidy to the 

Transaction (and the first sentence of Section 4.1 of die 
Credit Derivatives Definitions shall be ainerKied 
ac(X>rding[y): 

Failure to Pay Principal 

Writertown 

Addifiona! Credit Event (as shown in the 
relevant Confirmation). 

Obiigadon; Reference Obligation C^ty 


5, interest ShoiHall 

interest Shortfall Payment In respect of an Interest Shortfall, the relevant Interest 

^cKint Shortfall Amount, provided that, if Interest Shortfall Cap is 

specified as appiicabte in the relevant Confirmation and the 
Interest Shortfall Amount exceeds the Interest Shortfall Cap 
Amount, the Interest ShrMifall Payment Amount in respect of 
such Interest Shortfall shall be the interest Shortfall Cap 
Amount. 

Interest Shortfall Cap: As shown in the relevant Confirmation. 

Interest Shrxtiaii Cap Amount: As set out in the Interest Shortfall Cap Annex. 

Actual Interest Amount: With respect to any Reference Obligation Payment Date, 

payment by or on behalf of the Issuer ^ an amount In 
respect of interest due under tiie Ref^nce Obligation 
(induding, without limitation, any defened Interest or default 
interest but ei^uding payments in respect of prepayment 
penalties, yield maintenance provisions or principal, except 
tiiat the AcUjal Interest Amount shall include any payment erf 
prindpai representing capitalized Interest that relates to the 
T«m of the Transaction) to the holder(8) of the Reference 
Obligation in respect of the Reference Obligatkm. 

WAC Cap Interest Provision; As shown in the relevant Confirmation. 

For this purpose, ”WAC Cap* rrteans a weighted average 
coupon or weighted average rate cap provision (however 
defined in the Underlying Instruments) of the Underlying 
Instruments that limits, increases or decreases the interest 
rate or interest entitlement In circumstances i^ere ttis 
Underlying instruments as at the Trade Date and without 
regard to any subsequent amendments, do not proi^de for 
any interest shortial! arising as a resuR of sudi preirision te 
be deferred, capitalized otherwise compensated for at 
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any ftiture time. 

E)q)ected Interest Amount: Wrtti respect to any Reference Obligation Payment Date, ttie 

amount of current interest tiiat would accrue during the 
related Reference Obligation Calculation Period c£ticu!ated 
usif^ tile Reference Obligaticm Cou(»n on a prindpal 
balance of tiie Reference Obligation equal to: 

(a) the Outstanding Principal Amount taklf^ into 
account any reducttons due to a ^nclpal defidency 
bdance or realized loss amount (however d^cribed 
In the Underlying instruments) that ere attributable 
to the Reference Obligation minus 

(b) the /^}gregate Implied Writedown Amount (if any) 

and that will be payable on the related Refereru^ Obligatitm 
Payment Date assuming fcM* this purpose that sufficient 
funds are agitable therefor In accordance with the 
Undeiiying Instalments. Except as proiHded in (a) In the 
previous sentence, the Expected interest Amount shall be 
determined without regard to (1) unpaid amounts in respect 
of accrued int«’est on prior Reference Obligation Payment 
Dates, or (ii) any {repayment penalties or yield maintenance 
^xoviskms. 

The Expected interest Amount shall be determined; 

(x) If WAC Cap Interest Provision is speofied as 
applicable in the relevant Confirmation, after giving 
effect to any WAC Cap; and 

(y) If WAC Cap Interest Provision is specified as not 
a(^ilcabie In the relevant Confirmation, without 
giving effect to any WAC Cap; and 

In either case without regard to the effect of any provisions 
(however descnbed) of such Underlying instruments that 
otherwise pernitt the limitation of due payments to 
distributions of hinds available from proceeds of the 
Underfying Assets, or that provide for the capitalization or 
deferral of invest on the Reference Obligation during the 
Tam of the Transaction, or that provide for the exttoguishing 
or reduction of such paymente or distributions (each a 
'Limitation Proviston') (but, for the avoidance of dcxibL 
taking account of any Write^wn within paragrai:^ (i) of the 
definition of *Wrftedown" occurring in accordairce with the 
Underlying Instruments)^. 

For the purposes of catcuiating the Eiqiasted interest 
Amount and notwithstanding any otha^ provision herein, the 
Reference Obiigation Coupon shati be deemaj to include 
any cap stated in the Underlying Instrument that is not a 


Note that ttte wfll mX irr^»ct Sis determination at 'Expected Interest AmounT In respect of a Re^nce C^X^atkm Otat 
does rxX hara a UnX^on Provision. 
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tnter^t Shortfali; 


Shortfali Amount 


Interest Shortfall 
Relmburs^^: 


interest Shc^il 
Reimbursement ^ount: 


Inter^t Shortfall 
Reimbursement Pa>menl 
Amount: . 


Umftation Provision and, where WAC Cap Interest F^oidston 
is specified as not appinabte in the relevant Confinnation, is 
not a vyAC Cap. 

Widi r^pect to any Reference Obligatkjn F^yment Date, 
^er (a) the non-payment of an Expected interest Amount 
or (b) the payment of an Actual interest Amount that is less 
than the Expected interest Amount. 

For the avoidance of doubt, the occurrence of an event 
within (a) or (b) shall be determined taking into account any 
payment made under toe Reference Policy, if applicable. 

Wito respect to any Reference Obligation Payment Date, an 
amount equal to toe greater of: 

(a) zero; and 

(b) the amount equal to the product of: 


(i) 

(A) 

the Expected Interest Amount; 



minus 


(B) 

toe Actual Interest Amount; and 


(H) the Applicable Percentage; 

{KtMded that, vrfto respect to the first Reference Obligation 
Payment Date or^, the interest Shortfall Amount shall be 
toe amount det^mili^ In accordance wito (a) and (b) above 
muttlF^ied by a fraction equal to: 

(x) toe number of days In the first Fixed Rate Payer 
Calculation Period; over 

(y) the number of days In toe first Reference Obligation 
Calculation Period. 

With respect to any Reference Obligation Payment Date, the 
payment by or m behalf of the Issuer of an Actual Interest 
Amount in respect of toe Reference Obligation that is 
greater than the Expected Interest Amount. 

With respect to any Reference Obligation Payment Date, the 
product of (a) the amount of any interest Shorttoli 
Reimbursement on sutto day and (b) the Appiicabie 
Percentage. 

if Interest Shortfall Cap Is specified as not appitoabie in toe 
relevant Confirmation, the relevant interest Shcxtfaii 
Reimbursement /^wnt. if interest Shortfall Cap is specified 
as applicable In the relevant Confirmation, the amount 
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determined pursuant to the Interest Shortfall Cap Annex. 


6. Consequences of Step-up of the Reference Obligation Coupon 

Step-up provisions: As shown in the relevant Confirmation. 

If the Step-up promlons are applicable, then tfte following 
provisions of tttis paragraph 6 shall apply. 


Step-up: 


Non-Cali Notification Date: 


Non-Call Notice: 


On any day, an increase in the Reference Obl^ation 
Coupon due to the failure of ttie issuer or a third party to 
exercise, in accordance with the Underl^r^ insbuments, a 
*clean-up call* or other right to purchase, redeem, cancel or 
terminate (however desr^bed in the Underlying Instruments) 
die Reference Obligation. 

The date of delivery by the Calculation Agent to the parties 
or by Buyer to Seiler of a Non-Call Notice. 

A notice given by the Calculation Agent to the parties ex’ by 
Buyer to Seiler ^t the Reference Ot^igadon has not been 
purchased, redeemed, cancelled or terminatad by the issuer 
or a third party. In accordance with the Underlying 
Instalments, pursuant to a "clean-up call* or other right to 
purchase, redeem, cancel or terminate (however described 
in the Underlying Instruments) the Reference Obligadon, 
which failure will result In the occurrence of a Step-up. 


Increase of the Fixed Rate; 


Optional Step-up Early 
Termination: 


Subject to •Optional Step-up Early Termination* below, upon 
the occuirence of a Step-up, the Fixed Rate will be 
irwreased by the number of basis points by which the 
Reference Obllgatton Coupon is increased due to the 
Step-up, su^ increase to take effect as of the Fixed Rate 
Payer Payment Date Immediately following the fifth 
Business Day after the Non-Call Notification Date. 

No later than five Business bays after the Non-Cali 
Notification Date. Buyer shall notify Seller (such notification, 
a *Buy^ Step-up Notice”) whether Buyer wishes to continue 
the Transaction at the Increased Fixed Rate or to terminate 
the Transaction. 


If Buyer elects to terminate the Transaction, the date of 
delivery of the Buyer Step-up Notice shall be the Scheduled 
Termination Date (such date, the "Optional Step-up Early 
Termination Date") and in such case "Increase of the Fixed 
Rate" in this pamgraph 6 shall not apply. 

No amount shall be payable by either party in respect of the 
Optional Step-up Early TerminaQon Date ottier bian any 
Fixed Amount, Additional Fixed Amount, Floating Amount or 
Physical Settlement Amount calculated in accordance wfbi 
the terms hereof. For the avoidance of dout^, the oUigabon 
of a party to pay any amount that has become due and 
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payable under tfie Transaction and remains unpaid as at 
Optional StepHip Early Termination Date shail not be 
affected by the occurrence of the Optional Step-up Early 
Termination Dale. 

if Buy^ fails to deliver the Buyer Step-up Notice by tiie fifth 
Business Day after the NorvCati Notification Date, Buyer 
shall be deemed to have elected to continue tire Transaction 
at the increased Fixed Rate as described under "increase of 
the Fixed Rate*. 

if Buyer elects, is deemed to have elected, to continue 
the Transaction at the increased Fixed Rate. Uie 
Transaction shall continue. 


7. Settiemant Terms 

Settlement Method: Physical Settlement 

Terms Relating to Ph^ical Settlement 
Physical Settlement Period: Five Business Days 

Deliverable Obligations: Exclude Accrued Interest 

Deliverable Obligations: Deliverable Obligation Category: Reference Obligation 

Only 

Physical Settlement Amount: An amount equal to: 

(a) the product of the Exercise Amount and the 

Reference Price; minus 

(b) the sum of: 

(i) If the Aggregate implied Writedown 
Amount is greater than z^, the product of 
(A) the Aggregate Implied Writedown 
Amount, (6) the Applicable Percentage, 
eedi as determined immediate prior to 
the relevant Delivery and (C) the relevant 
Exercise Percentage; and 

(ti) the product of (A) the aggregate of alt 
Wril^own Amounts in resp«:t of 
Writedowns within paragraph (iXB) of tire 
definition of ’Writedown* mlnr« the 
aggregate of all Writedown 

Reimbursement Amounts in r^pect of 
Writedown Reimbursemente wHhin 
paragraph (ii)(B) of tiie definition of 
Writedown Reimbursament" and <B) the 
retevarrt Exercise Percentege; 
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f^ovlded that if the Physical SetOement >^unt would 
exceed the product of: 

(1) me Reference Obligafion Notionai Amount as of 
me date on whicm the relevant Notice of Physical 
SetUement is deilv«^ cab^iated as though 
Fmyslcai Settlement in respect of all prevfously 
delivered Notices of Physicai Settlement has 
occurred in full; and 

(2) me Excise Percentage; 

man me Physical Settlemmt Amount shall be deemed to 
be equal to such product. 

Delayed Parent: Wim respect to a Delivery Date, If a Servicer Report mat 

describes a Okayed Payment is delivered to holders of me 
Reference Obligation or to me Calculation Agent on or 
after such Delivery Date. Buyer will pay me appfk»ble 
Delayed Payment Armxint to Seller no later man frve 
Business Days following me later of (a) the day on vriiich 
such Servicer Report is delivered and (b) me day on which 
such Delayed Parent is due and payable. 

Esoow: Applicable 


Non-driivery by Buyer or 
occurrerce of me Effective 
Maturity Date: 


If Buyer has delivered a Notice of Physical Settlement and: 

(a) Buyer does not Deliver in full me Deliverable 
Obligations specified in that Notice of Physical 
Settiemm! on or pricx' to me Physical Settiement 
Date; or 

(b) the Effective Maturity Date occurs after delivery of 
the Notice of Physicai Settiement but before Buyer 
Deiivws me Deliverable Obligations specified in 
mat Notice of Physical Settl^ent; 

then such Notice of Ph)«lcal Settlement shall be deemed 
not to have been delivered and any reference in these 
CDS on MBS Terms to a previously delivered Notice of 
Physicai Settiement shati exclude any Notice of Physical 
Settiement mat is deemed not to have been delivered. 
Sections 9.2(c)(ii) (except for me first sentence mereof), 
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of me Credit Derivatives 
Definitions shall not apply. 


8. Additional Provisions: 

(a) Delivery of Sers^r Report 

If either p^ty mak^ a request in vwiting, me Calculation Agent agrees to provide such party wim 
a oopy of me most recent Servicer Report promptly following receipt of such request, if and to me 
extent such Servicer Re{K)rt is reasonably available to me Calculation Agent (whem^ or not me 
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Calculation is a holder of Reference Obligation). In addition, If a Floating Payment or an 
Additiona! Fixed Paym^t Is due hereunder, then the Calculaticm ^ent or tfte party tfiat notifi^ 
the otheK* party that the relevant Floating Pavment or Additionai Fixed Payment is due, as 
applicabie, (die ”No^ng Party”) shall deliver a copy of any Servicer Report relevant to such 
payment that is requested by the party that is not the Notifying Party or by either party where the 
Notifying Party is the Calculation ^ent, if and to the extent that sudr Ser>ncOT Report is 
reasonably available to the Nobf^g Party (whether or not the Notifying Party is a hoktcw of the 
Refereixe Obligation). 

(b) Calculation Agent and Buyer and Sailer Determinations 

The Calculation Agent shall be responsible for determining and calculating (I) tiie Fbced Amount 
payable on eac^ Fixed Rate Payer Payment Date; (ii) the occurrence of a Fating Mrount Event 
and ttie related Floating Amount and (iii) the occurrence of an Additionai Fixed Pa^^ent Event 
and the related Mditional Fbced Amount; provided that notwithstanding the above, each of Bu^r 
and Sell^ shafl be entitled to determine and catcutote the above amounts to the extent that Bu^r 
or Seller, as applicable, has ttre right to deliver a notice to the other party demanding payment of 
such amount. The Calculation Agent or Buyer or Seller, as appilcabie, shall make such 
determinations and calculations based solely on the basis of the Servicer Reports, to toe extent 
such Servicer R^orts ere reasonably available to the Calculation Agent or such party. The 
Calculation Agent ex Buyer or Seller, as appftoable, shall, as soon as practicable after making any 
of toe determinations or calculations specified in {() and (ii) above, notify the parties w toe othw 
party, as appticable, of such determinations and calculations. For toe avoidance of doubt, if an 
Interest Shortfaf! Amount is not explicitly set out in the Servicer Report but the Calculation Agent 
detennines that an Interest Shortfall has occurred on toe basts of information in sucto Ser^cer 
Report, then the relevant interest Shortfall Amount shall be calculated by toe Calculation Agent 
on toe basis of surto Infonration.^ 

(c) Adjustment of Calcula^n Agent Determinadons 

To toe extent that a Servicer furnishes any Servicer Reports correcting Information contained In 
previously issued Servicer Reports, and such corrections impact calculations pursuant to toe 
Transaction, too calculations relevant to the Transaction shall be adjusted retroactively by toe 
Calculation Agent to reflect the corrected Information (provided that, for the avoidance of doubt, 
no amounts in respect of interest shall be payable by either party and provided that the 
Calculation Agent in p^orming toe calculations ixirsuant to this paragraph will assume that no 
interest has accrued on any adjusted amount), and the Calculation Agent shall promptly notify 
boto parties of any corrected payments required by either party. Any required comected payments 
shall be made within five Business Days of toe day on which such notification by toe Calculation 
Agent is effective. 

9, Additional Definitions and Amendments to the Credit Derivatives Definitions 

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as weli as 
Section 3(aKiv) of the form of Novation Agreement set forto in Exhibit E to toe Crailt Derivatives 
Definitions to toe Reference Entity shall be deemed to be references to both toe Reference Entity 
and the Insure- In respect of the Refeence Policy, If applicable. 

(b) (i) The definition of "Publicly Available Information" In Section 3.5 of the Credit Derivatives 

Definitions shall be amended by (i) inseting the words "the Insurer in le^ct of toe 
Reference Policy, if applicable* at toe end of subparagrafto (a)(ii)(A) thereof, (ii) insertir>g 
toe VKMds ", servicer, sub-servIcer, master servicer* before the words "or pajrtng £^ent* in 
subparagraph (a)(iiKB) thereof and (iii) deleting toe word "oT at toe end of subparagraph 
(a)(lil) thereof and inserting at toe end of subparagraph (a)(iv) thereof toe following: for (v) 


TNs is imended to co^ ar? ^Uiafion in whfeh ti>e Servicer Repwt doM ixX repoil on interest Shoil^. 
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Is infonnalJon rontained in a notice or on a website pubUshed by an Internationally 
recognized rating agency that has at any time rated the Reference Obfigation*. 

(il) The definition of 'Physical Settiement* In Section 8,1 of the Credit Derivatives Definitions 
shall be amended by (!) deleting the words 'Physical Settlement Amount" from tire last 
line of the second paiegraph tho^f and (il) insertir^ in lieu th^'eof tiie words 'Exerdse 
^ounf. 

(ill) The definition of "Physical Settiement Date* in Section 8.4 of the Credit Derivatives 
Definitions shall be amended by deleting the last sentence thereof. 

(c) For the purpc^es of the Transaction only, the following terms have the meanings given below: 

'/^al Principal AmcHint" means, with respect to toe Final Amortization Date ^ toe Legal Final 
Maturity Date, an arTKiunt paid on such day by or on behalf of the Issuer in respect of principal 
<exciudir^ any amount representing capitalized interest that relates to the Term of the 
Trar»actkm) to toe hdder(s) of the Reference Obligation In respect of toe Reference Obligation. 

"Aggregate Implied Writedown Amount" means toe neater of (i) zero and (li) the a^regate of ail 
Writedown Amounts minus the aggregate of all implied Writedown Reimbursement 
Miounts, 

"Current Fact(»* means the factor of the Referent Obligation as specified in toe most recent 
Sendcer Report; provided that if the factc^* is not specified in toe most recent Servicer Refwrt or 
toe factor specified includes deferred or capitalized interest toat rdates to the Term cf toe 
Transaction, then toe Current Factor shall be the ratio equal to (i) the Outstanding Principal 
Amount as of such data, det^mined in aca>rdance with the most recent Servicer Rep^ over 
(li) toe Oiginal Principal Amount. 

'Current Period Implied Writedown Amount* means, in respect of a Reference Obligation 
Calculation Period, an amount determined as of the last day of such Reference Obligation 
Calculation Period equal to the greater of: . 

(i) zero; and 

(li) toe product of: 

(A) the Implied Writedown Percentage; and 

(B) toe greater of: 

(1) zero; and 

(2) toe lesser of (x) the Pad Passu Amount and (y) the Pari Passu Amount 
plus toe SenicM’ Amount ntinus the aggregate outstanding asset pod 
balance securing the payment obligations on the Reference Obligation 
(all such outstanding asset pool balances as obtained by the Calculation 
Agent from the most recently dated Servicer Report available as of such 
day), calculated based on toe face amount of tiie assets then in such 
pod, wheto^ or not any such asset performing. 

"Delayed Payment" means, with respect to a Delivery Date, a Principal Paym^t, Prfndpa! 
Slteftfall Reimbursement or a Writedovm Reimbursement within paragraph (i) of toe definition of 
"Writedown Reimbursmnent* toat Is described in a Servicer Report deliver^ to holders of toe 
Reference Obligation or to the Calculaticm Agent on ex' after such Deliv^ Date. 
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'Delayed Payment Miount" means, if persons who are holders of the R^erence Obiigation as of 
a date pri(»’ te a Oeiiv^ Date am paid a Delayed Payment on or aft^ sudi Ddiv^ Date, an 
amount equal to toe ixoduct of (I) toe sum of ail such Delayed Paymente, (ii) the Ref^nce Price, 
(ill) the Applicable Percentage immediately prior to such DeTrvery Date and {iv}the Excise 
Percentage. 

”Oistress«j Ratings Do\Amgrade* means toat the Reference Obiigatitm: 

(i) if publicly rated by Moody's, (A) Is downgraded to *Caa2* or below by Moody's or (B) has 
toe rating assigned to it by Moody's withdrawn and, in either case, not reinstated within 
five Business Days of such downgrade or v^drawal; provided toat if sudt Referentte 
Obligation was assigned a public rating of *8383” or higher by Moody's immediately pdcx 
to the occurrence of such witodrawai, it shaR not constitote a Distressed Ratings 
Downgrade If sudi Reference Obligation is assigned a public rating of at least *Caa1” by 
Moody's wtoln three calendar months after such withdrawal; or 

(ii) if publicly rated by Standard & Poor's. (A) is downgraded to "CCC* or below by Standard 
& Poor's or (B) has toe rating assigned to It by Standard & Poor's withdrawn arid, in eith^ 
case, not reinstated within five Business Days of such downgrade or withdrawal; provided 
toat if sudi Reference ObTigation was assigned a public rating of 'BBB-* or l^her by 
Standard & Poor's immediately prior to toe occurrence of such withdrawal, it shall not 
constitute a Distressed Rating Downgrade If siK^h Reference Obligation is assigned a 
public rating of at least *000+* by Standard & Poor's within three calendar months after 
such withdrawal; (x 

(iii) if publicly rated by Fitch, (A) Is downgraded to "CCC” or below by Fitch or (B) has the 
rating assigned to it by Fitch withdravm and, in eitoer case, not reinstated within five 
Business Days of such downgrade or withdrawal; provided that if such Reference 
Obligation was assigned a public rating of "BBS-* or higher by Fitch immediately prior to 
the oGcun-ence of sudi withdrawal. R shall not constitute a Distressed Ratings 
Downgrade if such Reference Obligation is assigned a public rating of at least 'CCC**-' by 
Fitch wftoin three calendar months after sudi v^thdrawal. 

"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the 
Final Amortization Date. 

"Exercise Amount" means, fw purposes of toe Transaction, an amount to which a Notice of 
Physical . Settlement relates equal to the product of (i) the original face amount of the Reference 
Obligation to be Delivered by Buyer to Selt^ rm the applicable Physical Settlement Date; and (il) 
toe Current Factor as of such date. The Exercise Amount to wtolch a Notice of Physical 
Settlement relates shall (A) be equal to or less toan toe Reference Obligation Notional ^nount 
(det«mined, for this purpose, without regard to the effect of any Writedown or Writedovm 
Reimburs^ent within paragraphs (i)(B) or {IR} of "Writedown* or paragraftos (il}(B) or (ili) of 
"Writedown Retoitnirsemenr, respectively) as of toe date on which the relevant Notice of 
Physical Settlement Is delivered calculated as though the Physical Settlement of all previousiy 
deiiv^ed Notices of Physical Settlement has occun^ in full and (B) not be less toan the lesser of 
(1) toe Referefx» Odigation Notional Amount as of toe date on which the relevant Notice of 
Physical Settlement is delivered caicuiated as though Physical Settlement in respect of all 
previously de!iver«J Notices of Physical Settlement has occun'ed In full and (2) USD100,{^. 
The cumulative orfginai face amount of Deliverable Obligations specified in all Notices of Physical 
Settlement shall not at any time exceed the Initial Face Amount. For toe avoidance of doubt: (a) 
if any capitalization or deferral of interest In respect of the Reference Obligation has ocx:un^ 
during toe Term of tire Transaction and has not been recovered by holders of toe Reference 
ObUgation pursuant to the terms of toe Underlying Instniments, toen, fcx toe purpose of 
det^mining toe amount of Deliverable Obligations to be Delivered, tl^ Exercise Arrxxint 
(determined above by reference to toe (xiginai tece amount) will represent an outstanding 
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(mncipa! baianca of the Reference Obligation to be Deliver^ by Bu^r ttiat im:dudes the 
proportion of unrec»vered in^st attributable to the Reference Obl^ation to be Delivered and (b) 
notwitostanding toe foregoing, toe Physical Settlement Amount ^yable by Seller to retatton to 
such Exercise Amount shall rK>t lrK:iude any amount to respect of such urvecovered interest 

'^erdse Percentoge* means, respect to a Notice of Physical Settlement, a pe^trenlage 
equal to toe ixlgtoal face amount of toe Deliverable ObligaUons specified in such Notice of 
Physical SetUement divided by an amount equal to (t) toe Initial Face Amount minus (ii) the 
aggregate of the oiigtoai face amount of ail Deliverable ObligaQons specified to al! previously 
delivered Notices of Physical Settlement. 

Prindpal Antounf mearre, respect to the Final Amortization Date or toe Legal 
Ftoai Matiirity Date, an amount equal to (I) toe Outstanding F^ndpaf Am<Hint of toe Reference 
Obfigatbn payable. sucto day (excluding any amount reinventing vpitellzed intervt that 
relates to the Term of toe Transaction} assuming for this purpose that sufficient tends are 
availabte such payment, wh^ such amount shall be determined In accordarxre wito toe 
Undwl^ng Instrumente, mtous (11) the sum of (A) the Aggregate Implied Writedown /^ount (if 
any) and (B) the net aggregate principal deficiency balance or realized loss amounts (however 
described in the Underling Instruments) that are attributable to the Reference Obiigatiem. The 
Expected Principal Amount shall be determined without regard to the effect of any provblons 
(however dvcrtoed) of the Underling instruments tiiat pennit the limitation of due payments or 
distributions of funds In accordance with the terms erf such Reference ObiigaUon or that ixovide 
Ux toe extinguishing or reduction of such payments or distributions. 

'Failure to Pay Principal" means (i) a failure by the Reference Entity (ex' any Insurer) to pay an 
Expected Principat Amount on tive Final Amortbation Date or the Legal Final Maturity Date, as 
toe case may be. or (il) payment on any such day of an Actual Principal Amount that is less toan 
the Expected Principal Amount; ^vided that toe failure by the Reference Entity (or any Insurer) 
to pay any such amount In respect of principal in accordance with the foregoing shall not 
constitute a Faifure to Pay Principal if such failure has been remedied within any grace period 
applicabie to such payment obligation under the Underlying Instruments or, If no such grace 
period is applicable, within toree Business Days after the day on which the Expected Principal 
Amount was scheduled to be paid. 

"Final Amortization Date" means the first to occur of (1) toe date on which toe Reference 
Obligation Nertionai Amount is reduced to zero and (11) the date on which the assets securing the 
Reference Obligation or designated to fund amounts due In respect of the Reference Obligation 
are liquidated, distributed or otherwise disposed of to tell and the proceeds thereof are distributed 
cr otherwise disposed of to tell. 

"Filch" means Fitch Ratings w any successor to Its rating business. 

"implied Writedown Amounr means, (I) if toe Underlying Instruments do not provide for 
vwitedovwts, appfied iosses. principal deftcienctes realized losses as described to (i) of toe 
definition erf "Writedown" to occur In respect of toe Reference Obligation, on any Reference 
Obiigatton Payment Date, an amount determined by the Calculation Agent equal to the excess, if 
any, of toe Cunvt Period Implied Writedown Amount over toe R'e^us Period Implied 
Writedown Amount, in each case in respect of the Reference ObiigaUon Calculation P^lod to 
which sudi Reference Obligation Payment Date relates, and (II) in any other case, jrero. 

“ImpliKi Writedown Percentage* means (I) the Outstanding Principat Amount divided by (ii) the 
Pari Passu Amount. 

•Implied Writedovm Reimbursement Amount" mear», (I) if toe Underiying Instruments do not 
provide for writedowis, applied iosses, principal deficiencies or realized Ivses as deso'toed in (i) 
of toe definition of "Willedown" to (xxjur in respect of the Reference OWigaOon, on any Reference 
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Obfigation Payment Date, an amount determined by the Calculation Agent equal to toe ext^s. If 
any. of toe Previous Period Implied Writedown Amount over toe Current Period Implied 
Writedown Amount, in each case in respect of toe Reference Obligation Calculation Period to 
whkto such Reference Obligation f^^ent Date relates, and (ii) In any otoer case, zero, pmvrided 
that toe aggregate of all Implied Writedown Reimbursement Amounte at any time ^all not 
exceed toe Outstanding Prirteipal Amount. 

"Legal Final Matority Date” means the date set out in paragraph 1 aboire (subject, for toe 
avoidance of doubt, to any busings day convention applicable to the legal tinai maturity date of 
the Reference Obligation), provided toat If toe legal final maturity date of the Reference Obligation 
is amended, the Legal Final Maturity Date shall be such date as amended. 

"Moody's" means Moody’s Investors Service, Inc. or any successor to its rating business. 

"Outstending R’incIpal Amount* means, as of any date of determination with respect to toe 
Reference Obligation, the outstanding principal balance of the Reference Obligation as of such 
date, which shall take into account: 

(i) all parents of prindpat; 

(ii) all writedowns or applied losses (howev^* described in toe Underiying instrumi»ite) 
resulting in a reduction in toe outstanding principal balance of the Reference Obligation 
(otoer than as a result of a scheduled or unsdieduied payment of prindpa!); 

(ill) forgiveness of any amount by toe holders of ti>e Reference Obligation pursuant to an 
amendment to the Underiying instruments resulting In a reduction in the outstanding 
principal balance of the Reference ObSgatlon; 

(Iv) any payments redudng toe amount of any reductions described in (ii) and (III) of this 
definition; and 

(v) any Increase In toe outstanding principal balance of the Reference Obligation toat reflects 
a reversal of any prior reductions desaribed In (II) and (Hi) of this definition; and 

(vi) any increase in toe outstanding principal balance of the Reference Obligation toat Is 
attributable to toe deferral or capitalization of interest prior to toe Effective Date. 

PCX' the avoidance of doubt, the Outstanding Prindpai Amount shall not Include any pcxtion of toe 
outstanding principal balance of the Reference Obligation that Is attributable to the deferral or 
capitalization of interest during toe Tenrn of this Transaction. 

"Pari Passu Amount" means, as of any date of determination, toe aggregate of the Outstanding 
FTincIpal Amount of toe Refn-ence Obligation and toe aggregate outstanding prindpa! balance of 
all obligations of the Reference Entity secured by toe- Underiying Assets and ranking pari passu in 
fxiority with toe Reference Obligation. 

"Previous Period Implied Writedown Amounr means, In respect of a Reference OWigatfon 
Caicuiaticxi Pericxi. the Current Perted Implied Wrftedovm Amount as determined in relation to toe 
last day of toe immediately preceding Reference Obligation Calculation Period. 

"Principal Payment" means. wHth respect to any Reference Obligation Payment Date, toe 
occurrence of a payment of an amount to toe holders of toe Reference Obligation in respect of 
prindpai (scheduled cmt unscheduled) in respect of toe Reference Obligation other than a payment 
in respect of prindpa! representing capitalized interest toat relates to the Term of the Transadion, 
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excluding, few Itie avo}dara;e of doubt, any Writedown Reimbursement or Intwest Shortfall 
Reimbursement. 

•Rindpa! Payment Amounf means, with respect to any Reference ObligatJon Payment Date, an 
amaint equal to toe product of (i) the amount of any Principal Payment on such date and (li) the 
Applicable Percentage. 

’Prindpal Shortfall Amount’ means, in respect of a Failure to Pay Principal, an amount equal to 
toe greater of: 

(i) z^; and 

(ll) the amount equal to the product of: 

(A) toe Expected Prindpal Amount minus toe Actual Principal Amount; 

(B) toe /^spiicable Percentage; and 

(C) the Reference Price. 

If toe Principal Shortfall Amount would be greater than the Reference Obligation Notional Amount 
immediately prior to the occurrence of such Failure to Pay Principal, then toe Principal Shortfall 
/^TOHjnt shall be deemed to be equal to the Reference Obligation Noticwial Amount at such time. 

•Principal Shortfall Reimbursemenf means, with respect to any day, toe payment by or on behalf 
of toe Issuer of an amount In respect of the Reference OWIgatlon in or toward toe satisfaction of 
any deferral of failure to pay princlpaf arising from one or more prior occurrences of a Failure to 
Pay Principal. 

•Principal Shortfall Reimbursement Amount* means, vrito respect to any day, the product of (I) the 
amount of any Principal Shortfall Reimbursement on such day, (10 the Applicable Percentage and 
(Hi) the Reference Price. 

"Principal Shortfall Reimbursement Payment Amount* means, vrith respect to an Additional Fixed 
Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in respect of 
all Prindpal Shortfall Reimbursements (If any) made during the Reference Obligation Calculation 
Pwtod relating to such Additional Fixed Amount Payment Date, provided that the aggregate of all 
Principal Shortfall Reimbursement Payment Amounts at any time shall not exceed toe aggregate 
of ail Floating Amounts paid by Seller In respect of occurrences of Failure to Pay Principal prior to 
such /toditional Fixed Amount Payment Date. 

"Rating Agencies* means Fitch, Mood/s and Starxfard & Poor's. 

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation 
Payment Date, a pertod corresponding to toe interest accrual period relating to sudt Reference 
Obligation Parent Date pursuant to the Undwiying Instruments. 

"Referents Obligation Coupon* means the periodic interest rate applied In relation to each 
Reference Obligation Calculation Period on toe related Reference Obligation Payment Date, as 
determined In awtwdance the terms of the Underlying Instruments as at toe Effective Date, 
vritoout regaitf to any subsequent amendment 

■Reference Obligation Payment Date* means (I) each scheduled distribution date for toe 
Reference Obligation occurring on or after toe Effective Date and on w prior to toe Scheduled 
Termination Date, detwmined in accordance vrito the Underlying Instrumente and (ii) any day 
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after the Effective Maturity Date on which a payment is made in mspect of the Reference 
Oli^igation. 

"Reie^nt Miount” means, if a Server Report that describes a Pilncipai Payment, Wrttedowi or 
Writedown Reimbursement (oth^ than a Writedown Reimbursement paragraph (i) of 
*Writedown Reimbuisemenf}, in each case ftiat has the effetA of decreasing or ffK^sir^ die 
int^^t-accmiir^ (»incipaf balance of ttie Reference Obligation as of a date ^Nior to a Oefive«ry 
Date but such Sendcer Report is ddivered to holders of the Reference Obligafion o’ to die 
Caicuiation Agent on or after such Delivery Date, an amount equai to die (»roduct of (i) die sum of 
any suc^ i^ndpai Payment (eiqxessed as a positive amount). Writ^own (erqsressed as a 
positive amount) ^ Writedown Reimbursement (expressed as a negative anKiunt), as a{H3iicabie; 
(ii) Reference Price; (iii) die Applicable Percentage immediately prior to such Deliv^ Date; 
and (iv) die Exercise Perrantage. 

'S^ior Amount” means, as of any day, the aggregate outstanding (xincipal balance of all 
obligations of die Reference Entity secured by the Underling Assets and ranking senior in 
priority to the Reference Obligation. 

"Ser^cer* means any trustee, servicer, sub-seri^cer, mast^ servicer, fiscal agent, paying agent 
<x odier similar entity responsibie for calculating payment amounts or providir^ rep^ piquant 
to die Underlying instruments. 

"Servicer Repcxls” means periodic statements or reports regarding the Reference Obitgation 
provided by the Servicer to hold^ of the Reference Obligation. 

"Standard & Poor's* means Standard & Poor's Rating Services, a division of The McGraw-Hill 
Companies. Inc. or ariy successor to its radng business. 

"Underlying Assets" means the assets securing the Reference Obiigadon for the benefit of the 
holders of the Reference Obligation and which are expected to generate die cashflows required 
for the servtoing and repayment (in whole or in part) of. the Reference Obilgation, w die assets to 
which a holder of such Reference Obligation is economically exposed where such exposure is 
created syntheticatiy. 

"Underlying instruments* means the indenture, trust agreement, pooling and servicing agreement 
OF other relevant agreement(s) setting forth the terms of the Reference Obligation. 

■Writedown" means the occurrence at any time on or after the Effective Date of: 

(I) (A) a vwitedown or applied loss (howevw described in the Underiying instruments) 

resulting In a reduction in tiie Outstanding Principal Amount (otiier than as a 
result of a scheduled or unscheduled payment of principal); or 

(B) ttto attribution of a principal deflclercy ex' realized loss (however described in die 
Underiying instrurnents) to the Reference Obligation resulting in a reduction or 
subordination of the current interest payable on the Reference Obligation; 

(ii) tile forgiveness of any amount of principal by die holders of the Reference Obligation 
pursuant to an amendment to die Undeii^ng instruments resulting In a reductitm in the 
Outstarxiing Principal Amount; or 

(iii) . if the Urtoertylng Instruments do not provide for writedowns, applied losses, prirtoipal 

deficiencies <x realized losses as described in (i) above to occur in respe^ of the 
Reference Obligafon, an implied Writedown Amount being det^mined in resp^ of the 
Reference Obl^ation by the Calculation Agent 
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■Wiitedown Amount* means, respect to any day, die product of (I) ttie amount of any 
Writedown on such day, (ii) Oie ^i^licatjle Percentage and (iii) ttie Reference Rrice. 

"Writedown Reimbursement' means, wifri respect to any day, the occurrence of: 

(i) a parent by or on behalf of the Issuer of ari amount In r^pect of tfie Reference 
OWIgatlon In reduction of any |wior Writedcwwis: 

(ii) (A) an increase by or on behalf of the issuer of the Outstanding Principal Amount of 

the Reference Obligation to reflect ttie reversal of any piior Writedowns; or 

(B) a decrease in Uia principal deficiency balance or realized loss amounte (however 
descn'bed in the Underlying Instnimente) attributable to ttie Refererxre Obligation; 

or . 

(iii) if die Underling Instruments do not provide for writedowns, applied losses, principal 
deflclenci^ or realized losses as described in (ii) above to occur in respect cA die 
Reference Obligation, an Implied Writedown Reimbuisemmt Amount being determined 
in respect of the Reference Obligation by the Calculation ^ent 

"Writ^ovm Reimbursement Amount” means, with respect to any day. an amount equal to the 
product of: 

(1) the sum of all Writedown ReimtHirsements on that day; 

(ii) die Applicable Percentage; and 

(Hi) the Reference Price. 

"Writedowi Reimbursement Payment Amount" means, with respect to an Additional Fixed 
Amount Payment Date, the sum of the Writedown Reimbursement Amounts in respect of ail 
Writedown Reimbursements (If any) made during the Reference Obligation Calculation Period 
relating to suc^ Addidonal Fixed /^ounl Parent Date, provided that the aggregate of all 
Writedown Reimbursement Payment Amounts at any time shall not exceed the aggregate of all 
Floaling Amounts paid by Seiler in respect of Writedowns occurring prior to such Additional Fixed 
Amount Payment Date. 


interest Shortfall Cap Annex 

If Int^est Shortfall Cap is specified as applicable In die relevant Confirmation, then the following 
pre^ions will apply: 

interest Shortfall Cap Basis: As shown ^ the relevant Confirmation. 

interest ^ortfall Cap Amount: If the Interest Shordali Cap Basis Is Fixed Cap, the Int^est 
Shortfall Cap Amcxint in respect of an Interest ShortfaU shall 
be the Fixed Amount calculated In respect of the Fixed Rate 
Payer Paym^ Date immediately following the Reference 
Obligation Payment Dale on which the relevant Interest 
Shortfall occurred. 

if the Interest Shortfall Cap Basis is Variable Cap, die 
Interest Shortfall Cap Amount appiicatde in resf;^ of a 
Floating Rate Payer Payment Date ^ail be an amount 
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equal to the product of: 

(a) the sum of the Relevant Rate and tfte Fixed Rate 
applicable to the Fixed Rate Payer Cabulation 
Period immediately preceding die Reference 
Obligation Payment Date on which the relevant 
Interest Shortfall occurs; 

(b) die amount determined by the Calculation Agent 
under sut^clause (b) of the definition of "Fixed 
AmounT In relation to the relevant Fixed Rate Payer 
Payment Data; and 

(c) the actual number of days In such Fixed Rate Payer 
Calculation Period divided by 360. 

Interest Shortfall As shown in the r^evant Confirmation. 

Compounding: 

Interest ShcHtfail 

R^mbursement Payment 


(a) zero; and 

(b) the amount equal to: 

(I) the product of: 

(A) the Cumulative Intwest Shortfall 
Payment Amount as of the 
Additional Fixed Amount Payment 
Date immediately preceding such 
Reference Obligation Payment 
Date; and 

(B) either 

(1) if Interest Shortfall 
Compounding Is specified 
as applicable in the relevant 
Confirmation, die relevant 
Cumulative Interest 

Shortfall Payment 

Compounding Factw fw 
the Fixed Rate Pa^r 
Calcutetion Poiod 

immediately (Meeting such 


If Interest Shor^U Cap is specified as applicable In the 
relevant Corrfinnation, then with respe^ to the first 
Additional Fixed ^ount Payment Date, zero, and with 
respect to any subsequent Additional Fix^ Amount 
Payment Date and calcuiated as of the Reference 
OUlgatfon Payment Date immediately preceding mch 
Additional Fbced Amcnint Payment Date, as specified by the 
Calculation Agent in Its notice to the parties or by Seller in 
Its notice to Buyer of the existence of an Interest Shortfall 
Reimbursement, an amount equal to the greater of; 
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Additional Fixed Amount 
Payment Date {or 1.0 in 
r^pect of any AddiQonai 
Fixed Amount Paym^t 
Date occurring aher Ute 
final Fixed Rate Pzy&r 
Payment Date): or 

(2) if interest Shortfa!! 
Compounding is specified 
as not applicable In the 
relevant Confirmah'on, 1 ; 

mbius 

(ii) U>e Cumulative interest Shortfall Amount as 
of such Reference Obtigad(»i Payment 
Date; 

provided that if the Interest Shortfall Reimbursement 
Parent Amount an Addltlpnal Fixed Amount Payment 
Date would exceed the Interest Shortfall Reimbursernent 
Amount in respect of the related Reference ^ligatirm 
Payment Date, ttien such Int^st Shortfall Reimbursement 
Payment Amount shall be deemed to be equal to such 
Interest Shwtfall Reimbursement Amount 

With respect to any Reference Obligation Payment Date, an 
amount equal to the greater 

{a) zero; and 

(b) an amount equal to; 

(I) the Cumulative Interest Shortfall Amount as 
of the Reference Obligation Payment Date 
immediately preceding such Reference 
Obllgahon Payment Date or, in the case of 
die first Reference Obligation Payment 
Date, zero; plus 

(II) the Interest Shortfall Amount (If any) ^ 
respect of such Reference Obligatiwi 
Payment Date; plus 

(lii) either 

(A) Interest Shortfall Ccxnpounding is 
specified as applicable In the 
relevant Confirmation, an amount 
determined by the Caicxjiation 
Agent as tha amount of Interest tfiat 
would acCTue on the Cumuladve 
interest Shcxtfall Amount 
immediately preceding sudi 
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Refer^ice Obligation Payment Date 
during the related Reference 
Obligation Calculation Period 
pursuant to the Underfylr^ 
InstTuments or, in the case of the 
first Reference Obllgatiofi Payment 
Date, zero; or 

(B) 9 Intoest Shortfall Compounding is 

specified as not aji^ilcable in the 
relevant Confirmation, 0; minus 

(iv) the Interest Shortfall Reimbursement 

Amount (if any) in respect of such 

Reference Obligation Payment Date. 

Upon the occurrence of each Delivery, the Cumulative 
Interest ShOfUaR Amount shall be multiplied by a fracticm 
equal to (a) the /^plicable Percentage Immediately foliowir^ 
such Delivery divided by (b) the Applicable Percentage 
immediately prior to such Delivery; provided, however, that if 
more than one Delivery is made during a Refo’ence 
Obligation Calculation Period, the Cumulative interest 
Shortfall Amount calculated as of tire Refe-ence Obligation 
Payment Date occunlng immediately after such Reference 
Obligation Caicuiation Period shall be muttlpiied by a 
fraction equal to (a) the Applicable Percentage Immediately 
following the final Delivery made durir^ such Reference 
OUigation Caicutation Period ov^ (b) the Applicable 
Percentage imm^lately prior to the first Delivery made 
during such Reference Obligatibn Caicuiation Period. 

Cumulative interest Shortfall The Cumulative interest Shortfall Payment Amount with 
Payment Amount respect to any Fixed Rate Payer Payment Date and any 

Additional Fixed Amount Payment Date falling on such 
Fixed Rate Pay^ Payment Date shall be an amount equal 
to the greater of. 

(a) zero; and 

(b) the amount equal to: 

(i) the sum of: 

(A) the Interest Shortfall Parent 
Amount for the Reference 
Obligation Payment Date 
corresponding to such Fixed Rate 
Payer Parent Data; and 

(B) the product of: 

(1) the Cumulative fnter^t 
Shortfall Payment Amount 
as of the Fixed Rate Payer 
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Payment Date Immediately 
preceding such Fbc^ Rats 
Payer Paymemt Date [w 
zero in the case of the fimt 
Fixed Rate Payw F^ymwit 
Date); and 

(2) either: 

(AA) if IntKSst Shortfall 

Compounding \s specked 
as applicabie in tee relevant 
Cmifirmate^. the leievant 
Cumulative interest 

Shortfall Payment 

Compounding Factor; or 

(BB) if Interest Stextfail 

Compounding is specified 
as not applicable in the 
relevant Confirmation, 1; 

minus 

(ii) any interest Shortfall . Reimbursement 
Payrhent Amount paid on such Fbced Rate 
Payer Payment Date. 

With respect to any Additional Fixed Amount Payment Date 
falling after tee final Fixed Rate Payer Payment Date, tee 
Cumulative Interest Shortfall Payment Amount shaU be 
equal to: 

(x) tee Cumulative Interest Shortfall Payment Amount 
as of tee Additional Fixed Amount Payment Date 
immediately preceding such Additkmal Fixed 
Amount Payment Date (or as of tee final Fixed Rate 
Payer Parent Date in the case of tee first 
Additional Fixed Amount Payment Date occurring 
after tee final Fixed Rate Payer Payment Date); 
minus 

(y) -any Inter^t Shortfall Reimbursement Payment 
Amount paid on such Additional Fixed Amount 
Payment Date. 

Upon tee ocotrrence of each Delivery, the Cumulative 
Interest Shortfall Payment Amount shall be multiplied by a 
fraction equal to (a) tee Applicable Percentage immediately 
following such Delivery dr^ded by (b) tee Api^lcabie 
Percentage Immedtetely prior to such Delivery; f^vided, 
howevOT, that If more than one Delivery is made durlr^ a 
Reference Obligation Calculation P^d, tee Cumulative 
Interest Shortfall Payment Amount calculated as of tee 
Reference Obligation Payment Date ocoirring immediately 
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afta* such Refemnce Obligation Catoulation Perk)d ^ail be 
muRiplied by a fraction ^uai to (a) tiie Applicable 
P^x^tage imnrtedlately folio^ng tiie final Delivery made 
during such Reference Obligation Calculation PericKi and (b) 
the Applicable Percentage immediately prior to the first 
Delivery made during such Reference Obligation Calculation 
Period. 

Cumuiath^ Interest ShcKtfali With respect to any Fixed Rate Payer Caiculatitm Period, an 
Payment Compounding Factor amount equal to tite sum of: 

(a) 1.0; 
plus 

(b) the product of; 

(i) the sum of (A) the Relevant Rate plus (B) the 
Fbced Rate; and 

(il) the actual number of days in such Fixed Rate 
Payer Calculation Period divided by 360; 

provided, however, that the Cumulative Interest Shortfall 
Payment Compounding Factor shall be deemed to be 1.0 
during the period fitxn but excluding the Effective Maturity 
Date to and including the Termination Date. 

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period, the 

Floating Rate, expressed as a decimal number witii seven 
decimal places, that would be determined If; 

(a) . the 2000 ISOA DefinRIons (and not the 2003 ISDA 

Credit Derivatives Definitions) applied to this 
paragraf^; 

(b) the Fixed Rate Payer Calculation Period were a 
"Calculation Period" for purposes of such 
determination; and 

(c) the following terms applied: 

({} the Floating Rata Option were the Rate 
Source; 

(ii) the Designated Maturity were the period 
that corresponds to the usual length of a 
Fixed Rate Payer Calculation Period; and 

(lii) the Reset Date were the first day of the 
Calculation Period; 

provided, howevw. that the Relevant Rate shall t» deemed 
to be zero during the period from but excluding the Effective 
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Rate Source; 


Matur% Date to and including the Teimination Date. 
As shown In the relevant Confirmation. 
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Schedule 

Form of Novation Confirmation 
[Headed paper of Party A] 

NOVATION CONFIRMATION 

fOT use with the iSDA Stendard Terms Supplement for use with Credit Derivative Transacdon on 
Mc»1gage~Backed Security iMth Pay-As-You^o or Riysicai Settlement as put^ished by tiie intematicmal 
Swaps and Derivatives Association, Inc. 


Date: 


To: [Name and Address or Facsimile Number of Party B and Party C] 

From; [f^rtyAJ 

Re: Novation Transaction 


The purpose of this (facslmile][letier} is to crmfirm the terms and conditions of the Novation 
Transaction entered into between the parties and effective from the Novation Date specified below. This 
Novation Confirmation constitutes a ‘C^rmation* as refeired to in the New Agreement specified below. 

1. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the 
"Definitions"), tfie terms and provisions of the 2003 ISDA Credit Derivatives Definitions (the "Credit 
Derivatives Definitions"), as published by the International Swaps and Derivatives Assoctetion, Inc. end 
amended from time to time and the Annex hereto are eac^ Incorporated In this Novation Ccmfirmation. In 
the event of any inconsistency between (i) the Definitions (as amended by the Annex hereto), (ii) the 
Credit Derivatives Definitions and/or (ill) the Novation Agreement (as amended by tf» Annex hereto), this 
Novation Confirmaticm v^ill govern. 

2. The terms of the Novation Transaction to )Milch this Novation Confirmation relates are as 

follows: 


[Novation Trade Date:] 

NovatiwiDate: • 

Novated Percentage: 

[Transferor][TransferOT 1 (and notwithstanding Sectton 1.5 of the Definitions)]: 
[Tmreferor 2 (and nohMthstanding Section 1 .5 of the Definitions)]: 
[Transferee][Tr8nsferee 1]; 

[Remaining Party (and r^hiWtiistandir^ Section 1.6 of the Definitions)][Transferee 2 (and 
notwitiistending STOtlon 1.6 of ttie Definitions)}: 
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pNtew y^reement (between P'ransferee 1 and Transferee ISOA Master Agreement [dated 

2][Transferee and Remainir^ Party])]: as of l[as S^ion 

1.1 1 of ttie Defintt^s] subject to 
[English law][the taws of the State 
of New York] 


3. The terms of each OW Transaction to v^lch this Novation Confiimation relatesf, ft5r 
kJentiflcation purposes, are as foHowsiKshall be specified in the copy of the Oid Confkmation attached 
hereto as Exhibit A.} 


Ref^nce Entity: 

Reference Obl^ation: 

Trade Date of Old Transaction: 

E^ctive Date of Oid Transaction: 
/^licabie Percentage of Old Transaction: 
Scheduled Twmination Date of Old 
Transaction; 


4. The t»ms of each New Transaction to whke this Novation Confirmation reiates (are as 

fo}tows:](shall be specified in Sectlon[sl _ [, ^and ] of] the copy of the Oid Confirmation attached 

hereto as E)diibit A.l[shai) be specified in Uie New Confirmation attached hereto as E)diibit (A][BI}. 

Full First Calculation Period Applicable, [commencing on ( B 

[commencing on [ }, respect 
to any amounts to be paid by the 
Transferee, and [ ], vinth respect 
to any amounts to be paid by the 
Remaining Party. 


5. Other Provisfons: ({Additional Provisions relating to the New Transactfon][Credit Support 
Dooimente relating to the New Transaction]]: 

6. Miscellaneous Prowsions: [Non-Re!ianceJ[ J 

7. Notice Details: 

Telephone and/or Facsimile Numbers for Notices: 

Transferee: ( } 

Remaining Party: ( I 


8. [The parties confirm tfieir acceptaiKe to be bound by this Novation Confirmation as of the 
Novation Date by executing a copy of this Novation Confirmation and returning It to us). The Transfercx-, 
by its executton of a copy of this Novation Confirmation, agrees to the terms of the Novation Con^ation 
as It reiates to each Old Transaction. The Transferee, by Its execution of a copy of tills Novation 
Confirmation, 8^*668 to the terms of the Novation Confirmation as It relates to each New Transaction.]. 

9. The Remaining Party and tee Transferee agree that, notwithstanding any pravtelon In the 
Old Transaction to which this Novation Confirmation relates, aii rights of the Remaining Party and the 
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Transf^tM' in resp«:t Ftoating founts and Additional Fixed Amounts tiiat arose i^fore the Novation 
Date shall be deem^ to have b^n exercised and all obligations of suc^ parties in resp^ of such ev^te 
that have arisen tx are deemed to have arisen shall be deemed to have b^n satined in full, in each 
case solely for the purpose of determining the rights and obligations of tits Remaining Party and Uie 
Transferee under tite Nev^ Transaction. Nothbig in this paragraph shall affect the rights x obligations of 
fte Remaining Party or the Transfer undK" tiio Old Transaction. 


{Name of Remaining Party) 


(Name (rf Transferor) 


By: 

Name: 

Title: 

Date; 


By:.... 

Name: 

TWe: 

Date: 


(Name of Transferee) 

By: 

Name: 

Title: 

Date: 
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Annex 

1 . Sedfon 2(a) of ^ Novation Agreem^ shaii be deemed to be amended as follows: 

(a) by foe Insertion of "(i)* after foe words "with respect to" In the fifth line thereof; and 

(b) by the addition of foe following at the end thereof: 

"and any tights or obligations arising in respect of Floating Amount Events ck* AddiUonat 
Fixed Amount Events, in each case in respect of which foe Remaining Party or the 
Transfers (eacfo an "Original Party"), as ay^licable, had the right to delh^ a notfce 
pursuant to foe terms of foe Old Transaction but such notice was not d^ivei^ by foat 
party or foe Calculation Agent prior to foe Novation Date (each an "Excluded Event") 
IHmrided foat foe rights of foe Original Parties to deliver a notice in respect of an 
Exchided Ev^t puisuant to foe Old Transaction shall expire on the 60fou^tendar day 
folfowng foe Novation Date." 

2. Section 2(b) of foe Novation Agreement shaD be deemed to be amended by foe addition of the 
follovring after foe words "Novation Date," in foe last line thereof: 

"but excluding any rights or obiigations in respect of Excluded Events," 

3. The deftrtition of "Novated Amounr In Section 1.18 of foe Definitions shall be replaced by the 
fcrftowing definition of ‘Novated Percentage"; 

""Novated Percentage* means foe portion of foe Applicable Percentage of foe Old 
Transaction that is foe subject of the Novation Transaction. If foe Novated Percerftage Is 
less than 100% of the Applicable Percentage of the Old Transaction, the Old Transaction 
shaH remain In hill force and effect but all ftiture payments, deliveries and calculations 
foereunder shall be based on an Applicabie Percentage that has been reduced by the 
relevant Novated Percentage." 

Each reference to "Novated Amount* fo the Definitions and foe Novation Agreement shall be 
deemed to be a reference to "Novated Percentage*. 

4. Section 2.1(a)(iii)(D)(l) of the Definitions shaii not apply. 
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SCHEDULE J 

FORM OF CONFIRMATION FOR CDO SECURITIES 


Deutsche Bank AG 
Date: 

To: 

Attenticm: 

Fax No.: 

Our Refwence: 




RE: Credit D^lvatrve Transaction on Collateralized Debt Obiigation Security with Pay-AS'You-Go or 

Phystea! Settlement (Dealer Form — adjusted for Gemstone CDO VII Ltd.) 


pear Sir/Madam: 

The purpose of this letter (die 'Confirmation*) is to confirm the terms and conditions of the Credit 
Derivative Transaction relating to a coilateralized debt obligation security reference obligation entered Into 
between Deutsche Bank AG. .acting through its London Branch ('Party A") and Gemstone CDO Vil Ltd. 
("Party B*) on tt^e Trade Date specified below (die Transacton"). This Confirmation constitutes a 
"Confirmation" as referred to in the iSDA Master Agreement sp>ectfied below. 

The definitions and provisions containcxi in the 2003 ISDA Credit Dertvatlves Definitions (the "Credit 
Derivatives Deflnttions*}. as published by the Intemationat Swaps and Derivatives Association. Inc., are 
incorporated Into this Confirmation. In the event of any inconsistency between the Credit Derivatives 
Definitions and this Confirmation, this Confirmation shad govern. 

Biis Confirmation supplements, forms a part of. and Is subject to, the ISDA Master Agreement, dated as 
of June 27, 2006, as amended and supplemented torn time to fime (the "Agreement"), between you and 
us. All provisions contained in the Agreement govern this Confirmation except as expressly modified 
below. 


Refereru^es in this Confirmation to die "Reference Obligation* shall be to the terms of the Reference 
Obiigadon (as defined below) set out In the Underlying instruments (as defined below) as amended torn 
time to time unless otherwise specified below. 
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The twms of the Transaction to which ttils Confirmation relates are as fc^ws: 

1. General Terms: 

Trade Date: [•] 

Effective Date: [•] 

Scheduled Tennination Date: Subject to paragraph 5, the Legal Final Ma^ilty Date 

of the Reference Obligation, subject to adjustment in 
accordance with the Following Business Day 
Convention. 

Tmminaton Date: The last to occur of: 

(a) the fiWi Business Day foltoimng the Effective 
Maturity Date; 

(b) the last Floating Rate Payer Payment Date; 

(c) the last Delivery Date; and 

(d) tile last Additional Fixed Amount PaymerU 
Date. 

Fioatir^ Rate Payer (the “Seller^. 

Fixed Rate Payer: [•] (the ^uyer'). 

Calculation Agent Party A 

Calculation Agent City: New York 

Business Day: New York and London 

Business Day Convention: Following (which, with the exception of the Effective 

Date, the Final Amortiation Dale, each Reference 
Obligation Payment Date and the period end date of 
eadi Reference Obligation Calculation Period, shall 
apply to any date referred to In this Confirmation that 
falls (XI a day that Is not a Business Day). 

Reference Entity: (•] 

Reference Obligation: The obligation identified as fellows: 

Issuer: The Reference Entity 

Insure: [•) 

CUSlP/iSIN: {•] 

Bloomberg ID: (•j 

Legal final maturity date: [•] 

Original Princ^l Amount: (•] 

Initial Factor [•} 

Coupon: [•] 
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Section 2.30 of ^e Credit Derivative Definitions 
shall not apply. 

Reference Policy: Not Applicable 

Reference Price: 100% 

^piicable Percenlage: On any day, a percmtage equal to A divkiQd by B. 

*A* means the product of the Initial Face Amount and 
the InKia) Factor as decreased on each Oeihrery Date 
by an amount equal to (a) the outstanding principal 
balance of Deliveratde Obligations Delivered to Seiler 
(as adjusted by the Relevant Amount, if any) dh^ed 
by the Current Factor on such day multipBed by (b) 
the Initial Factor. 


*B* means the product of the Original Principal 
Amount and tiie Initial Factor, 



(a) 

as increased by the outetanding principal 
balance of any further Issues by the 
Reference Entity that are fungible with and 
form part of Qie same legal series as the 
Reference Obligation; and 


(t>) 

as decreased by any cancellations of some 
or ait of the Outstanding Principal Amount 
resuiting from purchases of the Reference 
Obiigation by or on behalf of ttie Reference 
Entity. 

Initial Face Amount: 

[•1 


Reference Obligation Notional 

On ^e Effective Date, the product of: 

Amount: 

(a) 

the Oiiginai Principai Amount; 


(b) 

the Initial Factor; and 


(c) 

the Applicable Percentage. 


Following the Effective Date, the Reference 
Obligation Notional Amount will be: 


(0 

decreased on each day on v^ich a Principai 
Payment is made by the relevant Rinc^pat 
Payment Amount; 


(ii) 

decreased on the day, if any, on which a 


Failure to Pay Principal occurs by the 
relevant Principal Shortfail Amount; 
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(III) decreased on each day on Which a 

Writedown occurs by die r^evant Writedown 
Amount; 

(Iv) int^ased on each day on which a 

WrftedCMm Reimburs^ent occurs by any 
Writedown Reimbursem^t Amount in 
respect of a Writedown Reimburs^ent 
within paragraphs (ii) or (iii) of the definiOon 
of "Writedown Relmbursemenf ; and 

(v) decreased on each Delivery Date by an 
amount equal to the relevant Exe^'se 
Amount minus the amount determined 
pursuant to paragraph (b) of "Physical 
Settlement Amount" below, prtnrided that if 
any Relevant Amount is applicable, the 
Exeit^e Amount wll also be deemed to be 
decreased by such Relevant Amount (or 
increased by the absolute value of such 
Relevant Amount if such Relevant Amount is 
negative} vrith effect from such Delivery 
Date; 

provided that if the Reference Obligation Notional 
Amount would be less than zero, it shall be deemed 
to be zero. 

For the avoidance of doubt, the Reference Obligation 
Notional Amount shall not be Increased by any 
deferral or capitalization of interest during the Term 
of this Transaction or decreased by payment of any 
portion of the principal balance of the Reference 
Obligation that is attributable to deferral or 
capitalization of int^est during the Term of this 
Transactiwi, 

InWal Payment (Not appilcable| 

[On [the Effective Date). [Buyery[SeH 0 r] will pay 
[USO]( 1 to [SellerVlBuyer].) 

2. Fixed Payments: 

Fixed Rate Payer Buyer 

Fixed Rate: [•]% per annum; subject to adjustment in 

accordance with paragraph 5 totow. 

Fixed Rate Payer Period End The first day erf each Reference Obligation 

Date: Calculation Period. 
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Fixed Rate Pa^r Payment 
Oates: 


Fixed Amount: 


Mditiona! Fixed Amount 
Payment Oates: 


Each day falling five Business Days after a 
Reference Obligation Payment Date; prov/tfedthat 
the ftnal Fixed Rate Payer Pa^«it Date shall fall on 
the fifth Business Day follovwr^ the E^sctive Maturity 
Date. 

Wlfii respect to any Fixed Rate Payer Payment Date, 
an amount equal to the product of: 

(a) the Fixed Rate; 

(b) an amount determined by the Caiculafiem 
Agent equal to: 

(i) the sum of the Reference Obligation 

Notional Amount as at 5:00 p.m. In 
the Calculation Agent City on each 
day in the related Fixed Rate Payer 
Calculation P^od; dMded by 

(li) the actual number of days In the 

r^ated Fixed Rate Payer Caiculetion 
Period; and 

(c) tee acUial number of days In tee related 
Fixed Rate Payer Calculation Period divided 
by 360. 

(8} Each Fixed Rate Payer Payment Date; and 


(b) In relation to each /Mditlonal Fixed Payment 
Event occurring after tee second Business 
Day prior to tee last Fixed Rate Payer 
Payment Date, tee fifth Business Day after 
Buyer has received notificafion from Seller or 
tee Calculation Agent of the occurrence of 
sucte Addlllona) Fixed Payment Event 
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/Wdftional Fbced Payments: Following the occurrence of an Additional Fixed 

Payment Emit in respect of the Reference 
Obligation, Buyer shall pay the rele^nt ^ditiOTal 
Fixed Amount to Seller on the first Additional Fixed 
Amount Payment Date felling at least two Business 
Days (or in the case of an Additional Fixed Payment 
Event that occurs after the second Business Day 
pfior to ttie last Fbced Rate Payer Payment Date, 
Business Days) aft^ the deRvery of a notice by ^e 
Calculation /^ent to the parties or by Seller to Bu^ 
stating tiiat the related A^itiona! Fixed Amcxjnt is 
due and showing in reasonable detail how such 
Additional Fixed Amount was determined; provided 
that any such notice must be given on or prior to the 
fifth Business Day following the day that is one 
calendar year after tt>8 Effective Maturity Date; 
provided, hrwe^r that if this Transaction is 
terminated as a result of the occurrence of an Earfy 
Termination Date (as defined In the Agreemwit) otew" 
than in respect of a Termination Event or Event of 
Default v^ere the Seller is tee Defaulting Party or 
sole Affected Party, the day that is (x) one calendar 
year after such Eetey Termination Date if the 
Reference Obligation is undercoitateralized by more 
ttian 25% on such Early Termination Date, or (y) 
teree calendar years after such Early Termination 
Date if the Reference Obligation is not 
undercollateralized by more than 25% on such Early 
Termination Date. 

Additional Fixed Payment Event: The occurrence on or after the Effective Date and on 
w before the day that is one calendar year after the 
Effective Maturity Date of a Writedcwn 
Reimburswnent, a Principal Shortfall Reimbursement 
or an Interest Shortfall Reimbursement (or, if this 
Transaction is terminated as a result of tee 
occurrence of an Early Ternilnation Date (as defined 
in the Agreement) other than in respect of a 
Termination Event or Event of Default where tee 
Seller is tee Defaulting Party or sole Affected Party, 
the day that is (x) one calendar year after siKte Early 
Termination Date ft the Reference Obligation is 
undercollateraiized by more than 25% on such Early 
Termination Date, or (y) three calendar years after 
such Earty Termination Date ft the Reference 
Obligation is not undercollateraiized by more than 
25% on such Earty Termination Date. 

Additional Fixed Amount WIte respect to each Additional Fixed Miount 

Payment Date, an amount equal to tee sum of: 

(a) tee Writedown Reimbursement Ffeyment 
Amount (ft any); 
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(b) the Principal ShCMifail Reimbiu^ement 
Payment Amount (If any); and 

(c) the Interest Shortfaif Reimbursement 
Payment /^ount (If any). 

For die avoidarKe of doubt, each Writedown 
Reimbureement Payment Amount, Principal Shorten 
Reimbursement Payment Amount or Interest 
Shortfall Reimbursement Payment Amount (as 
applicable) shall be calculated using ^e Applicabie 
Pwcentage which takes into account the aggp-egate 
adjustment made to the Applicabie Percentage in 
respect of ail Oefivery Dates that have occurred prkjr 
to the date of such cak^lation. 


3. Ftoatfng Pai^ments; 

Floating Rate Pa^n 

Floatirg Rate Payer Payment 
Dates: 


Floating Payments: 


Implied Wrftedown: 
Fioating Amount Event: 


Seller 

In relation to a Ftoating Amount Event, the first Fixed 
Rale Payer Payment Date failing at least two 
Business Days (or in the case of a Fbating Amount 
Event that occurs on the Legal Final Maturity Date or 
the Final Amortization Date, die fifth Business Day) 
after delivery of a notice by the Caiculation Agent to 
the parties or a nobce by Buyer to Seller that the 
related FloaUng Amount is due artd showing in 
reasonable detail how such Floating Amount was 
determined; provided that any such notice must be 
given on or prior to the fifth Business Day following 
die Effective Maturity Date. 

If a Floating Miount Event occurs, then on the 
relevant Floating Rate Payer Payment Date, SeHer 
vrill pay the relevant Floating Amount to For 
the avoidance of doubt, the Conditions to Settlement 
are not required to be satisd^ in respect of a 
Floating Payment. 

Not Applicable 

A Writedovwi, a Faitore to Pay Principal or an interest 
Shortfall. 


Floatir^ Amcnint: With respect to each Floating Rate Payer Paymwit 

Date, an amount equal to the sum of: 

(a) the relevant Writedown Amount (if any); 

(b) the relevant Principal Shortfati AriKiunt (if 
any); and 
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(c) ttie relevant Interest Shortfall Payment 
Amount (if any). 

For avoidance of doubt, each Writedown AmcHint, 
Wncipal Shortfall Amount or interest Shortfall 
Payment Amount (as applicable) shall be calculated 
using Applicable Percentage ^ich takes into 
account the aggregate adjustment made U) ^e 
Applicable Percentage in respect of all Defivery 
Oates that have occurred prior to die date of sudi 
calculabon. 

Conditions to Settlement: Credit Event Notice 

Notifying Party; Buyer 

Notice of Physical Settlement 

Notice of Pudicty Available Infomnation: Applicable 

FHiblic Sources; The public sources listed in 
Section 3.7 of the Credit 
Derivatives Definitions; provided 
that Servicer Reports in respect 
of the Reference Obiigation and. 
In respect of a Distressed 
Ratings Downgrade Credit Event 
only, any public communications 
by any of the Rating Agendas in 
respect of the Reference 
Obligation shail also be deemed 
Public Sources. 

Specified Nuntoen 1 

prov/ded that if the Calculation Agent has previously 
delivered a notice to the parties or Buyer has 
previously delivered a notice to Seller pursuant to the 
definition of “Floating Rate Payer Payment Dates' 
above in respect of a Writedown or a Failure to Pay 
Pfinclpal, the only Conditions to Settlement with 
respect to any Credit Event shall be a Notice of 
Physical Settiement and. in relatkm to the Failure to 
Pay Interest Credit Event, the Additional Condition to 
SettlemOTt specified below. 
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/Wdrtlonal Condition to In addition to the Conditions to Settlemsnt above, in 

Settlement for Failure to Pay respect of the Failure to Pay Interest Credit Event. If 
Interest the Reference Obligation te PIK-able, It shall be a 

Condition to Settlement that a period of at least 360 
calendar days has elapsed since tiie occuirence of 
tile Credit Event without the r^ei^nt interest Sh(»tia!l 
having been reimbursed In full. For the avoidance of 
doubt, If It Is not explicitly made clear In the Swvicer 
Report whether or not. or to what extent, a particular 
Interest Shortfall has been reimbursed but the 
Calculation /^ent determines that sur^ Int^est 
Shortfall has been reimbursed by a certain amount 
on the basis of Information In such Swvicer Report, 
then the relevant Interest Shortfall reimbursement 
Shan be calculated by the Calculation Agent on the 
basis of such information. 

Additional agreements relating The parties agree that with respect to the Transaction 
to Physical Settlement; and notwithstanding anything to the contrary In the 

Credit Derivatives Definitions; 

(a) the Conditions to Seltiement may be satisfied 
on rTKxe than one occasion; 

(b) multiple Physical Settiemenl Amounts may 
be payable by Seller; 

(c) Buyer, when providing a Notice of Physical 
Settlement, must specify an Exercise 
Amount and an Exercise Percentage; 

(d) If Buyer has delivered a Notice of Physical 
Settlement that specifies an Exercise 
Amount tiiat Is less than the Reference 
Obligation Notlonai Amount as of the date on 
which wtoh Notice of Physical Settiement Is 
delivered (calculated as though Physical 
Settlement in respect of ail piously 
delivered Notices of Physical Settiement has 
occurred In full), the rights and obligations of 
tile parties under the Transaction shall 
continue and Buyer may deliver additional 
Notices of Physical Settlement with respect 
to the Initial Credit Event or with respect to 
any additional Credit Event at any time 
thereafter, and 

(e) any Notice of Physical Settlement shall be 
delivered no later than 30 calendar days after 
the flftii Business Day following tfie Effective 
Maturity Date. 
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Section 3.2(d) of the C^it D^attv^ C^nftions is 
amended to delete the wwds that is effective no 
later tiian thirty calendar days after the Event 
Determination Date*. 

Credit Events: The foilowlng Credit Events shall a(^ty to this 

Transaction (and the first sentence of Section 4.1 of 
the Credit Derivatives Definitions shall be amended 
accordingly): 

Failure b> Pay Principal 

Writedown 

Failure to Pay Interest 

Payment Requirement: USD 10,000 

Distressed Ratings Downgrade 

The definition of 'Payment Requirement" in Section 
4.8(d) of die Credit Derivatives Definitions shall be 
amended so that the words "Failure to Pay* are 
deleted and replaced by the words 'Failure to Pay 
Interest'. 

Obligation: Reference Obligation Only 

4. Interest Shortfall: 

Interest Shortfall Payment In respect of an Interest Shortfall, the relevant 

Amount Interest SIwtfall Amount; provided that, If Interest 

Shortfall Cap is applicable and the interest Shortfall 
Amount exceeds the Interest Shortfall Cap Amount, 
the Interest Shortfall Payment Amount In respect of 
such Interest Shwtfali shall be the Interest Shortfall 
Cap Amount. 

interest Shortfall Cap: AppRcable 

Interest Shortfall Cap Amount; As set out In the interest Shortfall Cap Annex. 

Actual Intwest /^ount With respect to any Refwence Obligation Payment 

Date, payment by ^ on behalf of the Issuer of an 
amount In respect of interest due under the 
Reference Obligation (Including, witiiout limitation, 
any deferred interest or defaulted Interest relating to 
tiie Term of this Transaction but excluding payments 
In respect of f^payment penalties, ^eld 
maintenance i»ovtslons or piincipa!, except that toe 
Actual Interest Amount shall Include any payment of 
principal r^esenting capitalized interest) to toe 
hold^s) of the Reference Obligation in respect of 
toe Reference Obligation. 
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Expected Interest Amount: Witti respect to any Reference ObJlgaBon Payment 

Date, die amount of current interest tttat would 
accrue during die related Reference Obligadon 
Calculation Period calculated using die Reference 
Obfigation Coupon on a pdndpai balance of die 
Reference Obligation equal to; 

(a) the Outstanding Principal Amount taking into 
aoxrunt any reductions due to a jfxlncipal 
deficiency balarx^e or realized loss amount 
(however described in the Underlying 
Instruments) that are attributable to the 
Reference Obligation; minus 

(b) die Aggregate Implied Writedown Amount (if 
any), 

and that will be payable on the related Reference 
OUigation Payment Date assuming for this purpose 
that sufficient funds are avaliaUe therefcx in 
accordance die Underlying Instruments. 

Except as proirided in (a) in the previous sentence, 
the Expected Interest Amount shall be determined 
widiout regard to (I) unpaid amounts in respect of 
acoued Interest cm pnor Reference Obligation 
Payment Dates; (il) any prepayment penalties or 
yield maintenance provisions; and (ill) the effect of 
any (X'ovislons (hoover described) of sucdi 
Urideriying Insduments that otherwise permit the 
(Imitation of due payments to distributions of funds 
available from proceeds of the Underlying Assets, or 
that ixovide for the capitalization or deferra! of 
interest on the Reference Obligation, or that previde 
for the extingutehing or reduction of such payments 
or distributions (but, for the avoidance of doubt, 
taking account of any Writedown within paragraph (i) 
of the definition of •Writedown” occurring in 
accordance wWi toe Underiying Instruments). 

interest Shortfoll: With respect to any Reference Obligation Payment 

Date, either (a) the non-payment of an Expected 
interest Amount or (b) the payment of an Actual 
Interest Amount that is less than the Expected 
Interest Miount 

For toe avoidance of doubt, the occurrence of an 
event within (a) or (b) shall be det^mined taking into 
account any payment made under the Reference 
Policy, If applicable. 

Interest Shortfall /^ount: Wlto respect to any Reference Oblation Payment 

Date, an amount equal to the greater of; 
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interest Shortfall 
Reimbursenient 


(a) zero; and 

(b) the amount equal to tfie (»x>duct of: 


(A) 

toe Expected interest 
Amount; 

minus 

(B) 

the Actual Interest Amount; 
and 


(li) the Applicable Percentage; 

provided that, respect to the first Reference 

Obligation Payment Date only, the Interest Shortfall 
Amount shall be the amount determined in 
accordance vnth (a) and (b) above muttipiied by a 
fi-action equal to: 

(X) the number of days in the first Fixed Rate 
Payer Calculafion Period; over 

(y) the number of days in the first Reference 
Obligation Calculation Period. 

With respect to any Reference Obligation Payment 
Date, the payment by or on behalf of the Issuer of an 
Actual interest Amount in respect of the Reference 
Obligation that is greater than the Expected Interest 
Amount. 


Interest Shortfall Reimbursement With respect to any Reference Obligation Payment 
Amount: Date, toe product of (a) the amount of any Interest 

Shortfall Reimbursement on such day and (b) the 
Applicable Percentage. 


inter^t ShOTtfail Reimbursement With respect to an Additional Fixed Amount Payment 
Payment /^nount: Date, (a) if Interest Shortfall Cap is not applicable, 

the relevant Intwest Shortfall Reimbursement 
Amount, and (b) if interest ^lortfail Cap is applicable, 
the amount determined pursuant to toe Interest 
Shortfall Cap Annex; provided, in either case, that the 
aggregate of all interest Shortfall Reimbursement 
Payment Amounts (determined for this purpose 
the basis that Inter^t Shortfall Compounding is not 
applicable) at any time shall not exceed toe 
aggregate of Interest Shortfall Payment Amounts 
paid by Seiler in respect of interest Shorttolls 
occurring prior to such Additional Fixed Amount 
Payment Date. 
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5. Setflement Terms: 

Settlement Method: Physical Settlement 

Terms Relating to Physical 

Settlement: 

Physical Settlement Period: Five Business Days 

Dellv^Bbie Obligations: Exdude Accrued Interest 

Delrverabte Obligations: Deliverable Obligafion Category. 

Reference Obligatton Only 

Physicai Settlement Amount: An amount equal to: 

(a) the product of the Exercise Amount and the 
Reference Price; minus 

(b) the sum of: 

(I) if the Aggregate Implied Writedown 
Amount is greater than zero, the 
product of (A) the Aggregate Implied 
Writedown Amount, (B) the 
Appiicade Percentage, each as 
determined immediately prior to the 
relevant Delivery and (C) the 
relevant Exercise Percentage; and 

(il) the product of (A) the aggregate of 
ail Writedown Amounts In respect of 
Writedowns within paragraph (i)(B) 
of the definition of ’Writedown* 
minus the aggregate of all 
Writedown Reimbursement Amounts 
in respect of Writedown 
Reimbursements within paragraph 
(H)(B) of the definition of "Writedown 
R^mbursement" and (B) the relevant 
Exercise Percentage. 

provided that If the Physical Settlement Amount 

would exceed the product of: 

(1) the Reference Obligation Notional Amount as 
of the date on which the relevant Notice of 
Physical Settlement is delivered calrxjlated 
as though Physical Settlement In respect of 
all preiriously delivered Notices of Physical 
Settlement has occurred in full; arto 

(2) the Exercise Percentage; 
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then Physical Settlement Amount shall be 
deemed to be equal to such product. 


Deia^ Payment With repeat to a Delivery Date, if a S^vlc^ Report 

that describes a Delayed Payment is delivered to 
holdo^ of the Reference Obligation to the 
Calculation Agent on or after su^ C^livery Date. 
Buyer will pay ttte applicable Dela^d Payment 
Amount to Seller no later than five Busina Days 
following the receipt of such Servicer Report 

Escrow: Applicable 


Non-delivery by Buy^* or If Buyer has delivered a Notice of Physical 

ownjnence of the EffecSve Settlement and; 

Maturity Date: 

(a) Buyer does not Deliver In full the Deliverable 
Obligations specific in that Notice of 
Physical Settlement on or prior to the 
Physical Settlement Date; or 

(b) the Effective Maturity Date occurs after 
delivery of the Notice of Physical Settlement 
but before Buyer DeUvers the Deliverable 
Obligations specified In that Notice of 
Physical Settlement; 

then such Notice of Physical Settlement shall be 
deemed not to have been delivered and any 
reference In this Conflnnatlon to a previously 
delivered Notice of Physical Settlement shall exclude 
any Notice of Physical SettlOTient that Is deemed not 
to have been delivered. Sections 9.2(c)(li) (except . 
for the first sentence thereoO. 9-3, 9.4, 9.5, 9.6, 9.9 
and 9.10 of the Credit Derivatives Definitions shall 
not apply. 

6. Additional Provisions: 

(a) DelivQry of Ssrvicer Report 

If eitiier party makes a request in writing, the Caicuiation Agent agrees to provide such party with 
a copy of the most recent Ser>rtcer Report promptly foHov^ng receipt of such request, if and to the 
extertt such Service^' Report is reasonably availat^e to the Calculation Agent (whether or not the 
Calcuiaticm Agent is a holder of the Referer>ce Obligation). In addition, if a Floating Payment or an 
Additional Fixed Parent is due hereunder, then the Calculation Agent or the party toat notifies 
toe otiier party that toe relevant Floating Payment or Additional Fixed Payment Is due. as 
applicable, (toe "Noti^ng Party”) shall deliver a copy of any Servicer Report relevant to such 
payment toat is requested by toe party that is not toe Notifying Party or by either party where toe 
Notifying Party is the Calculation. Agent, If.and to the extent that such Soccer Report is 
reasonabiy avaliabte to toe Notifying Party (wheth^ or not the Notif^ng Party is a holder of toe 
Reference Obligation). 
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(b) CalculaUon Agent and Buyer and Seller Determinations 

The Calculation Agent shall resfxjnsible for determining and calculating (i) the Fixed Miount 
payable on ea^ Fixed Rate Payer Payment Date; (K) the ocoirrence of a Floating Amount E>^nt 
and the related Floating Amount and (ill) the occurrence of an Additional Fixed Pa^^ Event 
arxi foe related Addifomal Fixed Amount; pro>^ded that notwithstanding foe above, each of Buyer 
and Seiler shall be entitted to determine and calculate foe above aments to the extent foat Buyer 
or Seller, as applicative, t^s the tight to deliver a notice to foe other party demanding parent of 
such armnint The Cai^latkm Agent or Buyer w Seiler, as applicable, shall make smh 
determinations and calculations based solely on foe baste of the Servicar Repeats, to foe extent 
such Service Re(K>rts are reasonably available to foe Calculation Agent or such party. The 
Catexjiation Agent or Bu^r or Seller, as applicable, shall, as soon as t»acticabie atier making any 
of the detaminatlons or calculations specified in (1) and (ii) above, notify foe parties ck* tiie otiier 
party, as applicable, of surfo determinations and calculations. For foe avoidance of dcxjbt, if an 
interest Shc^all Amount Is not explicttly set out in foe Servicer Report but foe Calculation /^^t 
determine foat an int^est Shortfall has occuned on foe basis of Information in such S«r\Vcer 
R^xxt, then foe relevant Interest Shortfall Amount shall be calculated by the Calcuiatton Agent 
on foe basis of sudi information. 

(c) Adjustment of Calculation Agent DeterminaVons 

To foe extent that a Servteer furnishes any Servicer Reports correcting infrmnnation contained In 
previously issued Servicer Re|X>rts, and such corrections impact calculations pursuant to this 
Transaction, foe calculations relevant to foe Transaction shall be adjusted retroactively by foe 
Calculation Agent to reflect foe oxTected intormation (provided foat. for foe avoidance of doubt, 
no amounts in respect of Interest shall be payable by either party and provided foat foe 
Caloilatlon Agent in performing foe calculations pursuant to this paragraph will assume that no 
interest has accrued on any adjusted amount), and foe Calcuiation Agent shall promptly notify 
both parties of any corrected payments required by either party. Any required corrected payments 
shall be made v^in five Business Days of foe day on which such notification by the Calculation 
Agent Is effective. 

7. Offices: 

The Office of Seller for fols Transaction is George Town, Grand Cayman, Cayman islands. 

The Office of Buyer for this Transaction is London. 

8. Notice and Account Details: 

Telephone, Telex and/or 
Facsimile Numbers and 
Contact Details fex Notices: 


Party A: Deutsche Bank AG, London 

Winchester House 
1 Great Wlnchest^ Street 
London EC2N 2DB 
Attention: 

Telephone: +1 2122507730 

. Party B: Gemstone CDO VII Ltd. 

D 

Attention: fl 
Facsimile: Q 
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With a copy to: 

HBK Investmente, L.P. 

Q 

Attention: Q 
Facsimile: Q 


Account Oetaite: 

Aixount Details of Party A: Q 

Swift BIG Code: Q 
Account No; Q 
Fed ABA No: Q 
CHIPS ABA No: 0 
CHIPS UID No: Q 
Favour fl 

^xxjunt Details of Party B: Q 

Account No: Q 
Fed ABA No; 0 
Benef Name; Q 
Benef Address: Q 

FC:0 

OBI:D 

9. Additional Deflnitiona and Amendments to the Credit Derivatives Definitions: 

(8) References In Sections 4.1 . 8.2, 9.1 and 9.2(a) of the Credit Derivatrves Definitions as well as 

Section 3(a)(iv) of the form of Novation Agreement set forte in Exhibit E to the Credit Derivatives 
Definitions to the Reference Entity shall be deemed to be references to both tee Reference Entity 
and the Insurer In respect of tee Reference Policy, if applicabie. 

(b) (I) The definition of ’PublidyAvaHable Information’ in Section 3.5 of the Credit Derivatives 

Definitions shall be amended by (i) inserting the vmrds “the Insurer In respect of tee 
Reference Policy, If applicable* at the end of sut^eregraph (a){liXA) thereof. (H) inserting 
tee words servicer, sub-servicer, master servicef' before tee vrords "or paying agent' In 
subparagraph (a)(ilKB) thereof and (Hi) deleting tee word 'w* at the end of subparagraph 
(a)(ili) teere^ and inserting at the etid of subparagraph (a)(iv) thereof the followfng: "or (v) 
is infi^ation contained In a rxitice or on a website published by an internationally 
r»:»gnized rating agency teat has at any time rated tee RefererKe Obligation". 

(il) *nie definition of “Physical Settlement" In Section 8.1 of the Credit Derivatives Ctefinltions 
shall be amOTded by (i) deietiog tee words "Physical Settlement Amount" from the last 
line of tee second paragraph thereof and (ii) inserting in lieu thereof the words "Exerotse 
Amount". 

(iii) TTie definition of 'Physical Settlement Date" In Section 8.4 of tee Credit Derivatives 
Definitions shall be amended by deleting tee last sentence thereof. 

(c ) For tee purposes of teis-Transaction only, the follovring terms have the meanings given below; 
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'Actual Principal Amount" means, with Tesp&A to the Final Amortization Date or tte Legal Final Mahjrity 
Date, an amount paid cm such day by or on b^alf of 9ie issuer In respect of principal (exciudir^ any 
capitalized interest) to tfie holder(s) ^ Ote Reference Obligation In respect of the Ref^nce Obligation. 

'Aggregate Implied Writedown ^ount* means tiie greater of 0) zero and (n) the aggregate of all 
Implied Writedown Amounts minus the aggregate of all Implied Writedown Reimbursement Mrounte, 
p/owcfecfthat if ImpliKl Writedown is not applicable, the A^regate Implied Wrltedowm Amount shall bo 
deemed to be zero. 

'Current Factor" means Uie facto- of the Reference Obligation as specified In ttie most recent Servicer 
Report; provided tiial if the facto is not specified tii the most recent Servfcer Repc^ or such specified 
factw includes defcsred or capitalized Intwest relating to the Term of this Transaction, then the Current 
Factor shall be ratio equal to (i) the Outstanding Principal Amount as of such date, detwmlned in 
accordarjce with Bie most rocent Servicer Report over (li) the Ordinal Principal Amount. 

■Current Period implied Writedown Amount" means, In respect of a Reference Obligation Calculation 
Period, an amount determined as of ttie last day of such Reference Obligation Calculation Period equal to 
the greater of: 

(I) zero; and 

(R) tiie product of: 

(A) toe Implied Writedown Percentage; and 

(B) toe greater of: 

(1) zero; and 

(2) toe lesser of (x) the Pari Passu Amount and (y) the product of (I) toe Pari Passu 
Amount plus the Senior Miount and (II) an amount equal to one minus the 
Overcollateralization Ratio. 

'Delayed Payment" mearw, with respect to a Delivery Date, a Principal Payment, Principal Shortfall 
RebnbursCTient or a Writedown Relmburswnent within paragraph (i) of the definition of "Writedovm 
Relmbursemenr that is described in a Servicer Report delivered to holders of too Reference Obligation or 
to toe Calculation Agent on or after such Delivery Date. 

"Deia^d Payment Amounr means. If persons wtw are holders of toe Reference Obligation as of a date 
prto to a Delivery Date are paid a Delayed Payment on or after such Delivery Date, an amount equal to 
toe product of (I) ti>e sum of all such Delayed Payments, (B) toe Reference Price, (iii) toe Applicable 
Percentage immediately prior to such Delivery Date and (Iv) the Exercise Percentage. 

"Distressed Ratings Downgrade" means that toe Reference Obligation: 

0) if puWIcly rated by Mttedy’s, (A) is downgraded to "Caa2" or below by Moody's or (B) has the 

rating assigned to it by Mo(^s withdrawn and, in either case, not reinstated within five Business 
Days of such dcwngrade or withdrawal; fxovkied that If such Reference Obligation was assigned 
a public rating of "Baa3" or higher by Moody's Immediately prior to the occurrence of such 
witodrawal, it shall not consStirte a Distressed Ratings Downgrade if such Reference Obligation Is 
assigned a pubBc rating of at least 'Caai* by McxxJy's wthln three calendar months aftw sitoi 
writodrawal; or 

(li) If publicly rated by Standard & Pocx's, (A) Is downgraded to "CCC" or below by Standard & Poor's 

or (B) has the rating assigned to It by Standard & Poor's withdrawn and. In either case, not 
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reinstated vi^ln five Business Days of such downgrade or withdrawal; {i^N^ed that if sut^ 
Reference Obligation was assigned a pniblic rating of "BBB-" <x higher by Standard & Poor's 
immediately prior to the ocairrence of such withdrewai, it shall not ccmstitute a Distressed 
Ratir^s Downgrade if such Reference Obligation is assigned a public rating of at least *CCC+* by 
Standard & Poor's within diree calendar montits after such withdrawal; or 

(ifi) if publicly rated by Fitch. (A) is downgraded to •CCC’) or below by Fitch or (B) has the rating 
assigned to it by Fitch wi^rawn and. in either case, rot reinstall wititin five Business Days 
such dovwigrade or wititdrawai; {Hovided that if such Reference Obligation was ass^ned a public 
rating of o' higher by Fitch Immediately to the occurrence of such vrftiMirawal, it shall 
not constihJte a Distiessed Ratings Downgrade if such Reference Obligation is assigned a public 
ratify of at least "CCC-f* by Fit^ within three calendar months after su^ wittidrawral. 

"E^ctive Maturity Date" means tiie earlier of (a) the Scheduled Termination Dale and (b) the Final 
Amortization Date. 

"Exencise /^ount" means, for purposes of the Transactkxi, an amount to which a Notice of Physical 
Settlem^t relates equal to the product of (i) the original face amount of the Reference Obligation to be 
Delivered by Buyer to Seller on the applicable Physicai Settlement Date; and (iO the Current Factor as of 
such date. The Exercise Amount to which a Notice of Physical Settlament relates shall (A) be equal to or 
less than the Reference Obligation Notional Amount (determined, for tills purpose, without i^ard to the 
effect of any Writedown or Writedown Reimbursement within paragraphs (iKB) or (iH) of "Writedown" or 
paragraphs (ll)(B) or (iil) of "Writedown Reimbursement", respectively) as of the date on which the 
relevant Notice of Pt^lcai Settlement is delivered calculated as though the Physical Settlement of all 
previously delivered Notices of Physical Settlement has ocd^ed In toll and (B) not be less than the 
lesser of (1) the Reference Obligation Notional Amount as of Bie date on which the relevant Notice of 
Physical Settlement is delivered calculated as though Physical Settlement In respect of ail previously 
delivered Notices of Physical Settlement has occurred in full and (2) USD1 00.000. The cumulative 
original face amount of Deliverable Obligations specified In all Notices of Physical Settlement shall not at 
any time exceed the Initial Face Amount. For the avoidance of doubt: (a) if any capitalization of Interest in 
respect of the Reference Obligation occurred during the Term of this Transaction and has not been 
recovered by holders of the Reference Obligation pursuant to the terms of the Undertying Instruments, 
then, for the purposes of determining tiie amount of Deliverable Obligations to be Delivered, the Exercise 
AmcHint (determined above by reference to the original face amount) vAW represent an outstanding 
principal balance of the Reference Obligation to be Delivered by Buyer that Includes the proportion of 
unrecovered Interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding the 
foregoing, the Physical Settlement Amount payable by Seller In relation to such Exercise Amount shall 
not Include any amount in respect of such unrecovered interest 

"Exercise Percentage" means, with respect to a Notice of Physical Settiement, a percentage equal to the 
original face amount of the Deliverable Obligations specified in such Notice of Physicai Settlement dMded 
by an amount equal to (i) the Initial Face Amount minus (ii) the aggregate of the original face amount of 
all Deliverable Obligations specified In a(! previously delivered Notices of Physical Settlement. 

"Expected Principal Amounf means, vrith respect to the Final Amortization Date or the Legal Final 
Maturity Date, an amount equal to (i) the Outstanding Prindpai Amount of the Reference Obligatiwi 
pa^bie on such day (exduding capitalized interest) assuming for this purpose that sufficient funds are 
available ftw such payment, where such amount shall be determined in accordance with the Underlying 
instruments, minus (II) the sum of (A) the Aggregate Implied Writedown Amount (If any) and (B) the net • 
aggregate principal d^ciency balance or realized loss amounts (however described in tile Undert)^ng 
Instruments) tiiat are atbibutabie to tiie Reference Obligation. The Expected Prindpai Amount shall be 
detwrnined -vrittiout regard to the effect of any provisions (however described) of the Undertyfng 
Instruments that permit tiie limitation of due payments or distributions of funds in acccxdance th« 
terms of such RefCTence OWigation w that provide for the extinguishing w reducticxi of such payments or 
distributions. 
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"FaHure to Pay Interest" means the occurrence of an Interest Shortfall Amount or Interest Shortfall 
Amc»jnts (calculate on a cumulaUve basis) m excess of the relevant Parent Requbement 

"Failure to Pay Principal* means (i) a failure by the Reference Entity (or any Insurer) to pay an Exp^ed 
Principal Amount on the Final Amcxtizabon Date m the Legal Final Maturity Date, as the case may be or 
(ii) ji^yment on any siK:h day of an Mhjal Principal Amount that is less than die E^qiected Pdncipal 
/unount; provided ttiat the failure by the Reference Entity (or any insurer) to pay any such amount in 
respect of principal In accordance with the forgoing shall not constitute a Failure to Pay Principal if such 
failure has been remedied w#iin any grace ;^od applicable to such payment obligation under the 
Undeilying instruments or, If no such grace period is apj^icable, within three Business Days after ttie day 
on which the Expected Principal Amount was scheduled to be paid. 

“Final Amortization Date" means toe first to occur of (I) the date on which toe Reference OWigaBon 
Notional Amount is reduced to zero and (ii) toe date on which toe assets securing the Reference 
Obiiga&m cn* designated to fund amounts due in respect of the Reference Obligation are liquidated, 
distiibuted or otoerv^tee dispose of In full and the proceeds thereof are distributed or etherise dispe^ed 
of in full. 

"Fitch* means Fitch Ratings or any successor to Its rating business. 

"Implied Writedown Amount" means, (i) if toe Undertying Instruments do not provide for writedowr^, 
applied losses, principal deficiencies or realized tosses as described in (i) of the definitton of "Writedown* 
to occur in respect of the Reference Obligation, on any Reference Obligation Payment Date, an amount 
determined by tiie Calculatlrm Agent equal to toe excess. If any, of the Current Period Implied Writedown 
Amount over the Previous Period Implied Writedown Amount, in each case in respect of toe Reference 
Obligation Calculation Period to which such Reference Obligation Payment Date relates, and (il) In any 
otoercase, z^. 

"Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by (Ii) the Pari 
Passu Amount 

"Implied Writedown Reimbursement Amount* means, (!) If toe Undertying Instruments do not provide 
for writedovms, applied losses, principal deficiencies or realized losses as described in (i) of toe definitkto 
of “Writedown" to occur in reflect of the Reference Obligation, on any Reference Obligation Payment 
Oats, an amount determined by the Calculation Agent equal to toe excess, if any, of the Previous Period 
Implied Writedown Amount over the Current Period Implied Writedown Amount, in each case in respect of 
toe Ref^nce Obligation Calculation Period to which such Reference ObItgaVon Payment Date relates, 
and (Ii) In any other case, zero, provided that toe aggregate of all Implied Writedown Reimbursement 
/^ounte at any time shall not exceed the product of the Part Passu Amount and the Implied Writedown 
Percentage. 

"L^ai Final Matority Date* means toe date set out in paragraph 1 above (sut^ect, for toe avoidance of 
doubt, to any business day conventirni applicabte to (he legal final maturity date of the Reference 
Obligation), provided toat if the legal final maturity date of toe Reference Obligation is amended, toe Legal 
Final Maturity Date shall be surto date as amended. 

"Moody's* means MocKty's Investors Service. Inc. or any successor to its rating business. 

"Outstanding Prindpal Amount” means, as of any date of determination with respect to the Reference 
Obligation, the outstanding principal balance of the Reference Obligation as of surto date, which shall 
take into account: 

(i) ail payments of principal; 
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(ii) ail \OTitedowis or applied losses (hovrev^ descnl}ed a) the Und^i^ng instuments) resulting in a 
redudlon in the outstanding principal balance of the Reference Obligab'on (oth^ than as a r^utt 
of a scheduled or unscheduled payment of principal); 

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant U> an am^ment 
to the Underiyir^ Instruments resuttii^ in a reduction in the outstanding principal balarKse erf the 
Reference Obligation; 

(iv) any payments reducing the amount of any reductions described in (il) and {\\\) of this definitiem; 
and 

{v) any increase in the outstending principal balance of the Reference Obligation that reflects a 
reversal of any reductions described in (fi) and (iii) of this definition. 

For tfie avoidance of doubt, the Outstanding Principal Amount shall not include any portion of the 
outstanding principal balance erf ttie Reference Obligation that is attributable to the deferral or 
cafrftalization of interest during die Term of this Transaction. 

*Overcoliateraiization Ratio' means, in respect of a Reference Obligation Calculation Period: 

(i) if the most rwent Servicer Report sets out a ratio representing the ratio of (A) the aggregate 
asset poo! balance securing the payment obligations on the Reference Obligation (subject to 
certain adjusbnents as descn*bed in the Underling tretruments) to (6) the Pari Passu Amount 
plus the Senior Amount, then sutrfi ratio; cn* 

(ii) If the ratio cannot be detemiined under (i) but the nfwst recent Servicer Report for one or more 
senior Related Obligations (if any) sets out such a ratio, ti^en a ratio equal to the ratio of (A) the 
[voduct of (1) such ratio determined with respect to the senior Related Obligation ranking closest 
in priority of payment to the Reference Obligation for which such a ratio is set out, and (2) the 
aggregate outstanding principal balance of such Related Obligation and any other Related 
Obligations ranking in privity of parent either part passu with or senior to such Related 
Obligation to (8) the sum of the Pari Passu Amount plus the Senior Amount with respect to such 
Reference Obligation; or 

(Hi) If the ratio cannot be determined under (Ii) but tiie most recent Servicer Report for one or more 
junior Related Obligations (if any) sets out such a ratio, then a ratio equal to the ratio of (A) the 
product of (1) such ratio determined with respect to the junior Related Obligation rankir^ closest 
In fM-torlty of payment to ttie Reference Obligation for which such a ratio is set out, and (2) the 
aggregate outstanding principal balance of such Related Obl^ation and any other Related 
Obligations ranking In priority of payment either part passu with or senior to such Related 
Otrfigatlon (Including the Reference OtMigation) and (B) the sum of the Pari Passu Amount plus 
the Senior /^iiount with respect to such Reference Obt^ation; or 

(Iv) If the rato cannot be determined under (til), then a ratio representing the ratio of (A) the 

aggregate asset poo! balance securing the payment obiigattons under the Reference Obilga^ 
to (B) the Pari Passu Amount plus toe Senior Amount - 

”Par1 Passu Amount” means, as of any date of determinatitm, toe aggregate of the Outstanding Rirtoipa! 
Amount of toe Referertoe Obligation and toe aggr^ate outstanding principal balance of all obligations of 
toe Reference Entity secured by toe Underlying Assets and ranking part passu In priority with toe 
Reference Obl^ation. 

”PIK-able* means, in relation to a Reference Obligation, that the Underlying instruments include 
provisions that provide for capitalization or deferral of interest on such Reference Obligation. 
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'Prwious Period implied Writedown Amount' means, In respect of a Reference Oblation Cafculadon 
Period, the Current Period In^iled Writedowi Amount as determined in relation to ttie last day of the 
immediately preceding Reference Obligation Calcutatlon Period. 

'Pfinclpal Paymenr means, with respect to any Reference Obligation Payment Date, the orcurrence of 
a payment of an amount to the holders of the Reference Obligation in respect of principal (scheduled or 
unst^eduied) In respect of ttie Refesence Obligation other than a payment In respect of principal 
represwiWng capitalized Interest, excluding, for the avoidance of doubt, any Writedovm Reimbursement or 
interest Short^ii Relmburs^ent 

'Principal Payment Amount* means, with respect to any Reference Obligation Payment Date, an 
amount equal to toe preduct of (I) toe amount erf any Prin^al Payment on such date and (il) toe 
ApprK»ble Pfflcenta^- 

'Principai Shortfall .^ount* means, in respect of a Failure to Pay Principal, an amount equal to toe 
greater of: 


(i) rero; and 

(ii) toe amount equal to toe product of; 

(A) toe Expected Principal Amount minus the Actual Principal Amount; 

(B) the Applicable Percentage; and 

(C) toe Reference Rice. 

If toe Principal Shortfall Amount would be greater toan the Reference ObUgabon Notional Amount 
immediately prior to toe occurrence of such Failure to Pay Principal, then the Principal Shortfall Amount 
shall be deemed to be equal to the Reference Obligation Nofional Amount at such time. 

'Principal Shortfaii Reimbursement” means, vrito resp«rf to any day, the payment by or on behalf of 
toe Issuer of an amount in respect of toe Reference Obligation in or toward the satisfaction of any deferral 
of or failure to pay principal arising from one or more prior occurrences of a Failure to Pay Principal. 

'Principal Shortfall Reimbursement Amount* means, with respect to any day, the product of (i) the 
amount of any Principal Shortfall Reimbursement on such day, (il) the Applicable Percentage and (ii!) toe 
Reference Rice. 

'Principal Shortfaii Reimbursement Payment Amount* means, respect to an Additional Fixed 

Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in respect of all 
Principal Shortfall Reimbursements (if any) made during the Reference Obligation Calcuiation Period 
relating to such Addrtkmal Fixed Amount Payment Date, pre\rided that the aggregate of all Principal 
Shortfaii Reimbursement Payment Amounts at any time shall not exceed toe aggregate of ail Floating 
Amounts paid by Seller in resjrect of occurrences of Failure to Pay Rincipal prior to such Additional Finred 
Amount Parent Date. 

'Rating Agencies* means Fitch, Moody's and Standard & Pooris. 

'Reterence ObligsMon Calcuiation Period* means, with respect to each Reference Obligation Pa;^6nt 
Date, a p^od correspondir^ to the interest accrual period relating to such Reference Obligatton Payment 
Date punsuant to the Underiynng Instfuments. For toe avoidance of doubt toe tirst Reference Obligatton 
Calculation Perkxj will begin on the Reference Obligation Payment Dale falling on or immediately pnex to 
the Effective Date. 
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'Reference Obligation Coupon* means the poodle interest rate applied in relation to eac^ RefE»‘ence 
C^igaUon Calcula^n Period on Ghe related Reference Obi^ation Payment Date, as determined in 
accordance tmtii tiie terms of tiie Underlying instruments as at the Effecti>^ Date, without regard to any 
subsequent amendment. 

'Rehnance Obligation Payment Date* means (1} each scheduled distribution date for the Reference 
Obligation ocr^rring on or after ttie Effective Date and on ch- prior to the Scheduled Termination Date, 
determined in acccMXIance the Und^ying Instruments and (il) any day after the Eff^tive Maturity 
Date on ^ich a payment is made in resp^ of the Reference Obligation. 

"Related Obligation* means, in relation to the Reference Obligation, ah obligation df ttie Ref^ence 
Entity tiiat is also seoired by the Underlying Assets but ranks senior or junior to the Reference Oblation 
in prtority of f^yment. In relaticwi to a Related Obligation, the terms 'Servicer*, 'Senheer Report' and 
Und^iying instrumente' shall have the meanings set out in this Confirmation but vWth retemnees in the 
definitions of those te»Tns to "Reference Obligation' being deemed, soiety for this purpose, to be 
references to the Related Obligation. 

'i^evant Amount' means. If a Servicer Report tiiat describes a f^ncipal Payment, Writedovm or 
Writedown Reimburs^ent (other than a Writedown R^bursemenl w^ln paragraph (I) ofWritedown 
R^burs^enf), in each case that has the effect of deceasing or increasing the interest-accruing 
principal balance of the Reference Obligation as of a date {wior to a Delivery Date but such Servicer 
Report is delivered te holders of the Reference Obligation or to tee Calculation Agent on or aftw such 
Delivery Date, an amount equal to the product of (i) the sum of any such Principal Payment (e^qMBssed 
as 8 (Kteitive amount). Writedown (eiqiressed as a positive amount) or Writedown Reimbursement 
(expressed as a negative amount), as applicable; (ii) the Referen(» F^e; (iii) the Applicable Percentage 
immediately |^r to such Delivery Date; and (Iv) tee Exercise Perc^tage. 

'Senior Amount* means, as of any day. tee aggregate outstanding principal batence of ail obligations of 
tee Refwwice Entity secured by the Und^lying Assets and ranking senior In priority to tee Reference 
Obligation. 

"Servicer* means any trustee, servicer, sub servicer, master servicer, fiscal agent, paying agent or other 
similar entity responsible for calculating payment amounts or providing reports in relation to the 
Reference Obligation pursuant to the Underlying Instruments. 

'Servicer Report* means a period^ statement or report regarding tee Reference Obligation provided by 
the Service to holders of tee Reference Obligation. 

"Standard & Poor's* means Standard & Poor's Rating Services, a division of The McGraw-Hill 
Companies, Inc. or any successor to Its rating business. 

'Underlying Assets' means tee assets securing the Reference Obligation for the benefit of tee holders 
of tire Reference Ottilgation and which are expected to generate the cashflows required for tee servicing 
and repayment (in whole or in part) of tee Reference Obligation, or the assets to which a holder of such 
Reference Obligation Is economically exposed where such exposure is created synthetically. 

'Underling Instruments’ means the indenture, trust agreem^l, poollng.and serviclr^ agreement or 
oteer relevant agr8emBnt(s) setting forth tee terms of tee Reference Obligation. 

"Writedown" means tee occurrence at any time on or after the Effective Date of: 

(i) (A) a writedoym or applied toss (however described in the Underlying Instrument) resulting 

In a reduction in tee Outstanding Principal Amount (other than as a result dl a scheduled 
ex’ unscheduled payment of pdncipal); or 
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(B) the attribution of a {Mincfpal defidency or realized loss (howrever described in the 
Undertying Ir^itrumente) to ttie Reference Obligation resulUt^ in a reduction or 
subordination of the current interest payable on the Reference Obligation; - 

^l) the forgiveness of any amount of fMindpal by the holders of ttie Ref«^nce Obligation pursuant to 
an amendment to the Underfying Instruments resulting In a reduction In ttie Outstanding Rincipal 
. Amount; or 

(ill) if Imf^led Writedown is aw>Bcable and the Underlying tnstmments do not provide for witedowns, 
appii^ losses, [»1ncipal defidencles or realized losses as desolbed in (i) above to occur in 
resii^ct of tite Reference Obligation, an Implied Writedown Amount being determined in respect 
ctf the Ref^^nce Obl^ation by the Calculation Agent 

“Writedown Amount* means, with respect to any day, the product of (I) the amount of any Writedown on 
such day, (ii) the Applicable Percentage and {ill) the Refwence Price. 

"Writedown Reimbursement" means, with respect to any day, the occurrence of: 

(i) a payment by or on behalf of the Issuer of an amount In respect of the Reference Obligation in 
reduction of any Writedowns: 

(H) (A) an Increase by or on behalf of the Issuer of the Outstanding Prirolpal Amount of the 

Referertee Obligation to reflect the reversal of any prior Writedowns; ch* 

(B) a decrease in ttie principal deficiency balance or realized loss amounts (however 

described ^ the Underling Instrumente) attributabte to the Reference Obligation; or 

(lil) If Implied Writedown is applicable and the Underfying Instruments do not provide for writedowns, 
applied losses, principal deficiencies or realized losses as described in (ii) at»ve to occur In 
respect of the Reference Obiigatton, an Implied Writedown Reimbursement Amount being 
determined In respect of the Reference Obligation by the Calculation Agent. 

"Writedown Reimbursement Amount" means, with respect to any day. an amount equal to the product 
of: 

(i) tee sum of all Writedown Reimbursements on teal day; 

(ii) tee Applicable Percentage; and 

(Hi) tee Reference Price. 

"Writedown Reimbursement Payment Amount* means, wite respect to an Additional Fixed Amount 
Payment Date, the sum of the Writedown Reimbursement Amounts In respect of all Writedown 
Reimbursements (If any) made during the Reference Obligation Calculation Period relating to sucte 
Additional Fixed Amount Payment Date, provided teat the aggregate of all Writedown Reimbursement 
Payment Amounts at any time shall not exceed the aggregate of all Floating Amounts paid by Seller In 
respect of Writedowns TCCUiring prior to such Additional Fixed Amount Payment Date. 

10. Representations 

Eadi party will be deemed to represent to tee dher party on the date on which It ent«s into tee 
Transaction teat (absent a written agreement between tee parties that exfwessly imposes 
affirmative (ABgatlons to tee contrary for tee Transaction): 

(a) Non-Reiiance 
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It is actir^ for Hs own aoxnjnt, and it has made its own independent dedslons to enter into the 
Transacticm and as to v^ettier the Transaction is appropnate or proper for It based upon its own 
Judgment and upon advice ftom such advisers as it has deemed nec^sary. it is not let^ng on 
any ccHnmunlcation (writt^ or oral) of the other party as investment acMce ex' as a 
recommendation to enter into the Tiansaction; it being understood that infexmation and 
explanations related to the terms and conditions of the Transaction shall not considered 
in>^tment ad^ce or a recommendation to enter into toe Transaction. No communicaftm (written 
or oral) received ^m toe other party shaft be deemed to be an assurance or guarantee as to toe 
ey^peckd results of toe Tiansaetton. 

(b) y^ssessmenf and Understanding 

it is capable of assessing toe mc^ of and understanding (cm its own behalf or torough independent 
professional adince), and understands and accepts, the terms, randitiohs and risks of the Transaction. It 
is also capable of assumir^, and assumes, toe risks of the Transaction. 

(c) Status of Parties 

The otoer party not acting as a fiduciary for, or an adviser to it in respect of the Transaction. 

Piease confu’m ^ur agreement to be bound by the terms of the foregoing by executing a copy of 
this Confirma&m and returning it to us by facsimile to: 

Attention; New York Derivatives Documentation 

Telephone; (21 2) 250-9425 

Fax: (212) 797-0779 

Email: NYderivative.documentation@db.com 

Deutsche Bank AG. acting through its London &3nch is acting as principal in the Transaction. 
The time of transaction will be supplied on request The time of exercise win be supplied on 
request. Details of arrangements v^th Introducing brokers are available on request. 
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■nils message ^11 be Oie only form of Conflrmatton dispatched by us. Please execute and return It to us 
by facsimile Immediately. If wish to exchange hard copy forms of this Confirniatton, please contact 
us. 


Yours faiWully, 

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH 


By: 

Name: 

Tide: Authwized Signatory 


'By; 

Name: 

Tide: ^jthoiized Signatcxy 


Confirmed as of the date first widen above; 
Gemsttxte CDO VUI Ltd. 


By; _ 
Name: 
Tide: . 
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Interest Shortfall Cap ^nex 

If Interest Shortfall Cap is applicabte, then ttte following pro>nsions will apply: 

Interest Shortfall Cap Basis: Variable Cap 

intwest Shortfall Cap Amount: If the Interest Shortfall Cap Basis Is Fixed Cap. the Inter^t 

Shortfall Cap Amount In respect of an Int^BSt Shortfall shall be ^e 
Ffxed Amount calculated in respect of the Fixed Rate Payer 
Payment Date immediately fottowing the Reference Obli^Oon 
Payment Date on which the relevant Interest Shortfall occumed. 

If the Interest Shortfall Cap Basis is Variable Cap. the Int^st 
Shorten Cap Amount applicable in respect of a Floating Rate 
Payer Payment Date shall be an amount equal to the product of: 

(a) the sum ttie Reiavant Rate and the Fixed Rate 
applicable to the Fixed Rate Payer Calculation Period 
immediately preceding the Reference Obligation Payment 
Date on wt^ tfie relevant Interest ^ortfall occurs; 

(b) the amount determined by the Calculation Agent under 
^b-clause (b) of the definition of 'Fixed Amount” in 
rotation to the relevant Fixed Rate Payer Payment Date; 
and 

(c) the actual number of days in such Fixed Rale Payer 
Cafculabon Period dMded by 360. 

Interest Shortfall Compounding: Applicable 

int^est Shortfall Reimbursement If Interest Shortfall Cap is applicable, then with respect to the first 
Payment Amount: Additional Fixed Amount Payment Date. zero, and with respect to 

any subsequent Additional Fixed Amount Payment Date and 
calculated as of the Refwence Obligation Payment Date 
Immediately preceding such Additional Fixed Amount Payment 
Date, as spewed by the Calculation Agent In its notice to the 
parties or by Seller In its notice to Buyer of the existence of an 
Interest Shortfall Reimbursement, an amount equal to the greater 
of: 

(a) zero; and 

(b) the amount equal to: 

(i) the product of: 

(A) the Cumulative Interest Shortfall Payment 
Amount as of the Additkmal Fixed Amount 
Payment Date immediately precedir^ 
sui^ Reference Obl^atitm Payment Date; 
and 

(B) either: 
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(1) Interest Shortfall Compourxling 
is aii^licabte. ttia r^evant 
Cumula^ interest Shorten 
Payment Compounding Factw ftH" 
the Fixed Rate Payer Caicuiaticm 
Period Immecfiately prwjeding 
such Addt&>nal Fixed Miount 
Payment Date (or 1 .0 in respect of 
any Additional Fix^ Amount 
Payment Date occurring after the 
final Fixed Rate Pa^r Payment 
Date); (x 

(2) if interest Shortfall Compounding 
is not applicable. 1; 


minus 

(it) tee Cumulative Interest Sht^ali Amount as of 
such Reference Obligation Payment Date; 

provided teat if tee Interest Shortfall Reimbursement Payment 
Amount on an Additional Fixed Amount Payment Date would 
exceed the Interest Shortfall Reimbursement Amount in respect of 
tee related Reference Obligation Payment Date, teen such interest 
Shortfall Reimbursement Payment Amount shall be deemed to be 
equal to such interest Shortfall Reimbursement Amount. 

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date, an 

Amount: amount equal to the greater of: 

(a) zero; and 

(b) an amount equal to: 

(i) tee Cumulative Interest Shortfall Amount as of tee 

Ref^nce Obligation Payment Date Immediately 
preceding such Ref^ence Obligation Payment 
Date ix, In the case of the first Reference 
Obligation Payment Date, zero; plus 

(R) the Interest Shortfall Amount (if any) In respect of 
such Reference Obligation Payment Date; plus 

(Hi) either: 

(A) if Interest Shortfall Compounding is 

applicable, an amount determined by tee 
Calculation Agent as tee amount of 
interest teat would accrue on the 
Cumulative Interest Shortfall ^ount 
immediately {^receding such Reference 
Obligation Payment Date durir^ the 
related Reference Obligation Calculation 
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Period pursuant to the Underling 
Instruments or. In the case of die first 
Reference Obligation Parent Date, zero; 
or 

(8) if Interest Shorten Compounding is mt 
applicable, 0; minus 

(iy) the Interest Shortfall Reimbursement Miount (if 
any) In respect of 8U(^ Reference Obligation 
Payment Date. 

Urx>n the occurrence of each Delivery, the Cumulative interest 
Shortfall Amount shall be multiplied by a fraction equal to (a) the 
Appftcabie Percentage immediately foliowing such Deitvery dMded 
by (b) tee Appl'icabie Percentage immediately pric»' to such 
Delivery; provided, however, teat if more than one Deiiv^ Is 
made during a Reference OUlgatlon Calculation Period, the 
Cumulative Interest Shortfall Amount caiculated as of the 
Reference Obligation Payment Date occurring immediately aft^ 
such Ref^nce Obligation Catcuiation Period shall be multiplied 
by 8 fraction equal to (a) tee Applicable Percentage immediately 
following tee tinal Deliv^ made during such Reference Obligation 
Calculation Period and (b) the ^plicabie Percentage immediately 
prior to tee first Delivery made during such Reference Obligation 
Catcuiation Period. 

Cumulative interest Shortfall 
Parent Amount: 


(a) 

zero; and 


(b) 

tee amount equal to: 


(1) 

tee sum of: 



(A) 

the Interest Shortfall Payment Amount for 
tee Reference Obligation Payment Date 
con'esponding to such Fixed Rate Payer 
Payment Date; and 



(B) 

tee product of: 




(1) the Cumulative Interest Shortfall 


Payment Amount as of tee Fixed 
Rale Payer Payment Date 
Immediately preceding such Fixed 
Rate Payer Payment Date (or 
zero in the case of the first Fixed 
Rate Payer Payment Date); and 

(2) either 


The Cumulative interest Shortfat! Payment Amount with respect to 
any Fixed Rate Payer Payment Date and any Additional Fixed 
Amount Payment Date falling on such Fixed Rate Payer Payment 
Date shall be an amount equal to the greater of: 
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(AA) if interest Shortfall 
ComiXHJrKling 
appiicabie. the rete\mnt 
Cumulative Interest 
Shortfall Payment 
Compounding Factw^ 

(BB) If Interest Shortfall 
Compounding Is not 
applicable, 1; 


minus 

(ii) any Interest Shortfall Reimbursement Payment 
^ount paid on such Fixed Rate Payer Payment 
Date. 


With respect to any Additional Fixed Amount Payment Date falling 
after tiie final Fixed Rate Payer Payment Date, the Cumulative 
Interest Shortfall Payment Amount shall be equal to: 

(x) the Cumulative Int^est Shortfall Payment ^ount as of 
toe Additicmal Fixed Amount Payment Date immediately 
preceding surto Additior>al Fixed Amount Payment Date (or 
as of toe ftna! Fixed Rate Payer Payment Date in toe case 
of toe first Additional Fixed Amount Payment Date 
occurring after tiw final Fixed Rate Payer Payment Date); 
HT/nus 

(y) any Interest Shortfall Reimbursement Payment Amount 
paid on such Additional Fixed Amount Payment Date. 

Upon the occurrence of each Delivery, the Cumulative Interest 
Shortfall Payment Amount shall be multiplied by a fraction equal to 
(a) toe /^pllcable Percentage immediately following such Delivery 
dividsd by (b) the Appiicabie Percentage immediately prior to such 
Delivery; provided, however, that if mcxe than one Delivery Is 
made during a Reference Obligation Calculation Period, toe 
Cumulative Int^est Shortfall Payment Amount calculated as of the 
Reference Obligation Payment Date occurring immediately after 
such Reference Obligation Calcuiatlon Period shall be multipiled 
by a fraction equal to (a) the Applicable Percentage Immediately 
follov^ng toe final Delivery made during such Reference Obllgaticm 
Calculation Poiod and (b) the Appiicabie Percentage immediately 
prior to the first Delivery made during su^ Referwice OWigation 
Calculation Period. 

Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an 

Payment Compounding Facfex: amount equal to the sum of: 

(a) 1-0: 

plus 
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(b) the product of. 

(t) the simi of (A) the Relevant Rate plus (B) the 
Fixed Rate; and 

(U) the actual number of days In such Fixed Rate 
Payer Calculation Period divided by 360; 

provided, however, that the Cumulative Intmest ShortfaU Payment 
Compounding Factor shall be deemed to be 1 .0 duiing tee p^ted 
from but excluding the Effective Maturity Date to and induding the 
Termination Date. 

Relevant Rate: Wite respect to a Fixed Rate Payer Calculation Period, tee 

Floadng Rate, expressed as a decimal number with seven decimal 
places, teat would be determined if: 

(a) tee 2000 ISDA Definitions (arxl not tee 2003 ISDA Credit 
Derivatives Definitions} applied to this paragra;te; 

(b) the Fixed Rate Payer Calcutation Period were a 
‘Cal^lation Period” for purposes of such determination; 
and 

(c) tee following terms applied: 

(I) the Ftoating Rate Option were tee Rate Source; 

(ii) tee Designated Maturity were the period that 

corresponds to the usual length of a Fixed Rate 
Payer Calculation Period; and 

(III) tee Reset Date were the first day of the 
Calcutation Period; 

provided, however, that the Relevant Rate shall be deemed to be 
zero during the period frOTi but excluding the Effective Maturity 
Date to and including the Termination Date. 

Rate Source: USD-LIBOR-BBA 
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SCHEDULE K 

INDEX OF DEFINED TERMS 

FoHowng <s an index of defined terms used In this Offering Cbouiar and the page number w^ere each 
definition appears. 


25% Threshold 191 

ASecurlty 112 

AJB Exchange 112 

ABS Type Diversified ASS Securities E-2 

ABS Type Diversified Residential 

SecuriUes E-2 

ABS Type High-DlversIty CDO 

Securities E-2 

fiSS Type Low^iverslty CDO Securities E-2 

ABS Type Undiversified ABS Securities E-2 

ABX Pay As You Go Form 41 

ABX Tranche Security 117 

Accelerated Amorti 2 ation Date 3, 60 

Accelerated Maturity Date 31 , 88 

Accounte 6, 109 

Actual Interest Anount 1 27 

Admlnlsh-afion Agreement 162 

Administrator 162 

Affiliate 45 

Aggregate Attributable Amount 143 

Aggregate Principal/Notional Balance 60 

Atocation Procedures 124 

Aternative DebtTest 112 

AppllcaWe Procedures 81 

Applicable Recovery Rate 60 

/^et-Backed Securities 5, 35 

Asset-Backed Security 109 

Auction 20, 75 

Auction Agent 21 . 76 

Auction ^ent Fees 168 

Ajctfcm Cali RedemptkHi 20. 77 

Auction Cal! Redemption Date 76 

Auction Date 20, 75 

Auction Rt>cedures 75, A-1 

Auction Rjrchase Agreement A-1 

Aithwized Recipient 1 

Automcrfjlle Securities 118 

Av^ge Life ; 135 

Average Life 143 

B Security 112 

Banloupicy Event 61 

Base Rate 52 


Base Rate Reference Bank 52 

Benefit Plan Investor 209, 212 

Business Day . 54 

Calcailation Agent 51 

Calculation Amount 61 

Cap / Conidor Security 61 

Car Rental Fleet Securities 118 

cause 169 

COO Pay As You Go Form 41 

CDO Securities 118 

CFC 187 

Class 1 

Class A Notes 2. 1 

Class AB Coverage Tests .....71 

Class AJB Interest Coverage Ratio 73 

Class AB interest Coverage Test 74 

Class AJB Overcoltateraiization Ratio 72 

Class AB Overcollateralization Test.. 72 

Class A1 Notes 2, 1 

Class A1 OC Ratio 73 

Class A-1 a Notes 2,1 

Class A-1 b Notes 2.1 

Class A-2 Notes 2, 1 

Class B Notes 2, 1 

Class C Coverage Tests 71 

Class C Defied Interest 17, 50 

Class C Interest Coverage Ratio 73 

Class C Interest Coverage Test 74 

Class C Notes 2. 1 

Class C Overcollateraiization Ratio 72 

Class C Overcoilateralization Test 72 

Class D Coverage Tests 72 

Class O Defeired Interest 17, 50 

Class D Interest Coverage Ratio ....73 

Class D interest Coverage Test 74 

Class D Notes 2. 1 

Class D Overcollateralization Ratio 72 

Class D Overcoltat^lization Test 72 

Class D Priority Redemption Anount ,2 

Class E Deferred Interest 17, 50 

Class E Diversion Ratio T2. 

Class E Diversion Test 73 
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Class E Notes 2.1 

C!ear»-Up Call RedempBOT 21. 77 

Claarstream i, 99 

Closif^Date ....2 

CMBS Securities 1 18 

Code 190, 209, 212 

CODE HI 

Co^lssuer 1,2,4 

Ct^laterai 6. 109 

Collateral Administration Agreement 95 

Collateral Wministrator 95 

Collat«ei Imbalance Date 154 

Collateral Manager 2, 4. 89. 166 

Collateral Managw Group 1 1 3 

Collateref Manager Securities 45 

Coilatwal Quality Tests 1 32 

CollwtitKi Accounts 154 

ComblneJ T rade 145 

Commercial ABS Securities 119 

Commission 152 

Company 189 

Confirmation 12, 122 

Consumer's Securities 119 

Consumer Loan Securities 1 1 9 

Controlling Class ... 87 

Controlling Party 210 

Conbolling Person 191 

Convertible Bond 61 

Coverage Tests 71 

CPDls 186 

Credit Cart Securities 119 

Credit Derivatives Definitions 12, 122 

Credit Event 128, 129 

Credit-lmf^'oved Asset. 143 

Credit-Improved Criteria 143 

Credit-Risk Asset 144 

DBS! 2 

Defaulted >teset 61 

Defaulted Interest 50 

E5eferred Interest 17, 50 

Deferr^ Interest PIK Bond 62 

Definitive Notes 81 

Definitive Preference Shares..... 100 

Delivered Obligation 123 

D^ignated Materfty 52 

Determination Date 62 

Disclosure Regulattons 188 

Discount Underlying Asset 62 

Disposition 137 


Disposition Proceeds 137 

Distressed Ratings Dovmgrade 129 

Distribution Compliance Period i. 23, 24 

DistnbuUon Date 50 

DOL 191 

Dollars I 

DTC 2. 99 

Due Period 55 

Eligibility Criteria 145 

Eligible Country 63 

Eligible Investments 155 

Eligible SPV Jurisdiction 63 

Emerging Market 119 

Equipment Lease Securities ...1 19 

Equity Security 144 

ERISA Ill, 190 

ERISA Plan 209 212 

ERISA Plans.... .190 

Euroclear 1, 99 

Event of Default 85 

excepted Investment company 198, 208 

Excepted Property 63 

Exc^s Cash Flows ...98 

Excess Collateral Account Amount 160 

Excess Interest 58 

Bxxxss Principal Proceeds 59 

Exdiange Act xlv 

Expected Interest Amount 127 

Expense Account 1 58 

Faflure to Pay Intwest 130 

Failure to Pay Principal 128 

Fee Cap Amount 63 

FICO Score 63 

Final Maturity Date 18, 53 

First Auction Call Date 20, 75 

First Distribution Date 17, 51 

First Period 170 

First Synthetic Security Counterparty 12, 122 

Fitch 129, 155 

Fixed Rate Security 63 

Floatir^ Payment 126 

Floating Rate Fteyer Payment Date 127 

Floating Rate Security 63 

Florida Act vil 

Flow-Through Investment Vehicle 1^, 209 

FomvApproved Synthetic Security 12, 122 

Franchise Securities 121 

FSMA xiv, 194 

GECC 152 
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GEFCMS 152 

GIG .. 16 

Global Notes ...24 

Group i Countries ...63 

Group I) Countries ... 64 

Guarantee 16, 152 

HBK .166 

Highest Auction Price A-2 

Indenture 2 

indirect participants 65 

initial Inte^ Rate Swap Ccxrnterparty... 12, 153 

Initial Invesfrnent Agreement 16, 151 

Initial Investment Agreement f^>rfder16. 1 51 , 1 52 

Initial Purchaser ; 2 

Initial Rating 144 

Institutional AccredRed Investor v 

Interest Collection Account 1 54 

Interest Only Security.. - 64 

intwest Period ...51 

Interest Proceeds ... 64 

interest Rate S^p ^leement 12, 153 

Interest Rate Swap Counterparty 153 

Interest Rate Swap Counterparty 

Cctilat«el Account 160 

Interest Shortfall Amount 126 

interest Shortfall Reimbursement 

Payment Amount 127 

Inverse Floating Security 65 

Investment 16, 151 

Investment Act xl 

Investment Agreement 1 51 

investment Company Act 2, 201, 203. 211 

Investment Grade 144 

Irish Paying Agent 49 

IRS ..183 

ISDA ....41 

Issue ....es 

Issuer 1. 2. 3 

Issuer Charter 1, 3 

Issuers.. ..1,4 

Legend.. .■•.82 

UBOR Business Day 52 

LIBOR Determination Date 51 

Listed Bidders .-.A-1 

London Banking Day.. ....52 

Ma|ority-ln-lnterest of Preference 

■ Shareholders 66 

Management ^reement 4, 165 

Management Fee 168 


Margin Stock 65 

Master Agreement 12. ^22 

MBS Pay As You Go F^m 41 

Measurement Date 65 

Mki-Prime Securities , 119 

Minimum Preference Share Redemption 

Amount 20, 75 

Monthly Report ; 95 

Moody’s 2 

Moody's Mset Cc^laticm Factor E-2 

Moody's Asset Correiation Test 133 

Moody's CDOROM™Model 133, 

Moody’s Correlation Factor 133 

Moody’s Haircut Value 66 

Mood/s LimR 1 66 

Moody's LImrt 2 66 

Moody's Minimum Weighted Average 

Recovery Rate Test ....133 

Mood/s Rating .132, C-1 

Mood/s Rating Factor C-1 

Mood/s W^ghted Average Rating 

Factor ^ 133 

Mood/s Weighted Average Rating 

Factor Test 133 

Mood/s Weighted Average Recovery 

Rate 133 

Negative Amortization Security 66 

Net Outstanding Underlying Asset 

Balance 66 

Net Scheduled Periodic Offsetting 

Transaction Payment 68 

N(»>Subprime Home Equity Loan 

Underlying Securities 120 

Non-U.S. Holder 183 

Note Purchase Agreement 193 

Note Register 81 

Note Registrar 81 

Note Valuation Report 95 

Noteholders 2S 

Notes 1.2,1 

Notional Amount 124 

Offer 113 

Offering iv 

Offering Circular 1 

Offeet Trarwaction 15, 130 

Offsetting Transaction 15 

Offeetting Transaction ::.;.,.130 

Offsetting TransactiOT Counterparty 15 

OID 185 
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Opttonal Redemption 20, 75 

Ordw )dv 

Original Purchaser 193 

Ordinal Purchasers .. 22 

Other Indebtedness ..62 

Outetanding .. 91 

PAG Method 185 

Participants ..81 

parties In Interest 190 

Pay As You Go F<»ms 41 

Paying ^lent 54. 98 

Payment Mrount 1 57 

Pension Protection Axi of 20{K 191 

Permanent Regulaton S Global Notes I 

Permanent RegulaOon S Global 

Prefwence Shares 24, 99 

Physlca! SetBement Amount 124 

PIK Bond 68 

Plan Asset Regulation 191 

Plan Assete 209, 212 

P»lan Fiduciary 190 

Plans ; 190 

pre-amendment beneficial owners 198, 206 

Preference Share Paying Agency 

^reoment i, 98 

Prefwence Share Paying Agent i 

preference Share Payment Account 159 

Prsfesonce Share Transfer Agent i, 101 

Preference Shareholders 28 

Preference Shares 1. 96 

Prime Securities 120 

PrirK^ipal Collection Account 154 

Principal Only Security 68 

Princ^a! Proceeds 68 

Principal SbrxtfaH Amount 126 

Principal ShortfaB Reimbursement 128 

Principal ShortfaB Reimbursement 

/^ount 128 

principal Slwlfali Reimbursement 

Payment Amount 128 

Principal/Notlona! Balance 68 

priority DistrlbuBon Paiod 2 

Prkwity of Parents 55 

private Serairlty ,113 

f»rohiWt«J Asset 113 

Prospectus Directive 2 

Public Security. ,114 

Pure private Asset-Backed Security 70 

QEF election 186 


Quaiffl«l Bidder A-3 

Qualified Inslifertlonal Buyer v 

Qualified Purchaser v, 201, 203 

Qualifying For^n Obligor 70 

Qualif^ng Invesbnenl Vehicle 199 

Quart^ly Asset Amount 70 

Rating fancies 2 

Rating Condition ...70 

Record Date 54, 99 

Redemption Amount 79 

Redemption Dale ...79 

Redemption Price 79 

Reference Banks 52 

Reference Dealers 52 

Reference Obligation 13, 122 

Reference CH^Iigation Calcuiatkm Period 127 

Reference Obfigor 122 

Registered 111 

Regulation S 2. 200, 203, 211 

Regulation S Definitive Note 81 

Regulation S Global Notes .-..I 

R^ulation S Global Preference Shares ....24, 99 

Regulation S Notes .' 23 

Rdn>restment Period 11 

Relevant Persons xhr 

Replacement investment Agreement 43 

Replacement Investment Agreement 

Provider 43 

Replacement Manager 170 

Reportable Transactions 188 

Required Synthetic Security Collateral 

Amount 13, 123 

Residential A Mortgage-Bac^red 

Securities 120 

Residential B/C Mortgage-Backed 

Securities 120 

Residentia! Securities 121 

Restricted Definitive Note 81 

Restricted Gtc^i Notes i 

Restricted Notes 24 

Restricted Trading Period 144 

f?MBS Securities 121 

Rule 144A 200. 211 

RULE 144A 2, 203 

Rule 144A Preference Shares 1, 24, 99 

S&P Limit 1 67 

S&PUmlt2 67 

S&P Limits....... 67 
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Scheduled Periodic OfteetUng 

Transaction Payment 70 

SEC ...28 

Second P«iod.. .170 

Secured Parties 1 

Securities Act 2. 200, 202, 211 

Secwities Prospectus Act xi 

Senior 2,49 

Servicer 70 

Stare Register 79 

Share Reglsfrar i 

Share Trustee 162 

Small Business Loan Securiti^ 121 

Speclal-Ma|«ily-In*1nterest of 

Preference Shareholders ’. 70 

Specified Types 117 

SRPM 185 

Standard & Poor's 2 

Standard & Poc^s CDO Evaluator 133 

Standard & Poo's Haircut Value 67 

Standard & Poor's Minimum Weighted 

Av«ege Recovery Rate Test 132 

Standard & Poor's Rating 132 

S^dard & Poor's Weighted Average 

Recovery Rate 132 

Stated Maturity... 18 

Step DowiBond 70 

Step Up Bond 70 

Student Loan Securities 121 

Subordinate 2, 49 

Sub-Prime Securities 122 

Subscription Agreement 3. 193 

Subsequent Auction Call Date 20. 75 

S^thetic Security 1 12, 122 

Synthetic Security Calculation Agent 123 

Synthetic Security Collateral Account 159 

S^thetic Security Collateral Amount 13, 123 

Synthetic Security CcHJnterpartles 13. 123 

Synthetic S«;urity Issuer Account 181 

S^thetic Security Payment Amount — 124 

Synthetic Security TerminatiorVNovatlon 
Payment (Issuer) 125 


Tax Event 78 

Tax Materrallty Condition 78 

Tax Redemption 21. 78 

Temporary Regulation S Globa! Not^ i 

Temporary Reguiaton S Global 

Preference Shares 24 

Temfxxary Regulation S Preference 

Shares 99 

Trading Plan ^ 145 

Transfer Ag^ 81 

Treasury 46 

Trustee 2 

U.S. Dollars I 

U.S. Holder 183 

U.S.$ i 

Undoriymg Assets 5 

Underlying Instruments 71 

Uninvested Proceeds 71 

Uninvested Proceeds Account 158 

USA PATRIOT Act 46 

USD i 

Voting Percentage 71 

Warehouse Credit Aspreement 45 

Warehouse Facility 47 

Warehouse Lender 45 

Weighted Average Coupon 134 

Weighted Average Coupon Test 133 

Weighted Average Life 135 

Weighted Average Life Test 135 

Weighted Average Rating C-1 

Weighted Av^age Spread 135 

Weighted Average Sfxread Test 134 

WWihotdIng Security 145 

Writedown 128 

Writedown Amount 126 

Writedown RelmtHJrsement 12S 

Writedown Reimbursement Amount 128 

Wriledowi Reimbursement Payment 

Amount 127 

writing 145 

written 145 

Written Down Security 71 
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PRINCIPAL OFFICES OF THE ISSUERS 

Gemstone COO VII LM. Gemstone CDO VII Corp. 

c/o Deutsche Bank (Cayman) Limited do PugWsl & Asswiatw 

P.O. Box 1984 B50 Utx^ry Avenue 

Grand Cayman KYI-1104 SuKe204 

Cayman Islands Newartc. Delaware 1971 1 


TRUSTEE, PRINCIPAL PAYING AGENT 
AND NOTE REGISTRAR 

Deutsdie Bank Trust Company Americas 
1761 East SL /^Klrew Place 
Santa Ana, California 92705 

TRANSFER AGENT USTING AGENT AND IRISH PAYING AGENT 

Deutsdie Bank Trust Company Americas RSM Robson Rhodes U-P 

1761 East SL Andrew Place RSM House, Herbert Street 

Santa Ana. Callfbmla 92705 Dublin 2. Ireland 

COLLATERAL MANAGER 

HBK Investment L.P. 

300 Crescent Court Suite 700 
Dallas, Texas 75201 

LEGAL ADVISORS 


To ttie Issuers 


To the initial Purchaser 


As to U.S. Law 
Allen & Overy LLP 
1221 Avenue of the Amaicas 
New York. New York 10020 


Allen & Overy LLP 
1 221 Avenue of the Americas 
New York, New York 10020 


To the Issuer To the Collateral Manager 

As to Cayman Isiands Law Cadwalader, Wlckersham & TaR LLP 

Maples and Calder One World Financial Center 

P.O. Box 309GT. Ugland House New York, New York 10281 

South Church Sheet 
George Town, Grand Cayman 
Cayman Islands 


Confidential Treatment Requested 


GEM7-0d000816 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00679 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



676 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00680 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


Deutsche Bank 



677 


VerDate Nov 24 2008 


cn 

o 

Ui 

ra 

0. 


X 

LU 

o 

■*-» 

o 

c 

o 

o 


Ui 

o 

5 

z 

H 

z 

< 

H 

GC 

O 

Ob 



ZMOTXKWOXSUlUZ 

p3g»i|"sgi 

o«>ap.2ttpd3^^S 

-igiiloESiSs 

ffiSS!4giigs|i| 

H<3<w'(nKUJ(Affl0Ziv$ 
^ S P fc S' X lu a P £ S * 

II 1*11 



si I 

<3Si^Si"iSp»5a„ 

^SSgSBCgg teg<£c 

Si^lf S5SgS^“Om§< 

S^SWS^UJ-JK-SiO 
Ui S U) s X u > O 0. K C Z a 

-.«2g°o2Sw2a:<^'--c 

<„«2Q3!T-“5 >.OujotP 


®S°is egi 



i|5S^iig2*Sig|i 

£22^SHi‘^SrSb.°ftO 

||®s:52^gisgls 

s|sfesit;pili?5 

::;55oiy®xa<rt^o55 

S^sSSgsfSiogSfe 

ISESESsSSSSSSS 


E El 


Confidential Treatment Requested 


GEM7-00001688 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00681 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



678 



Confidential Treatment Requested 


B 

c 

iS 

m 

8 


GEM7-00001689 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00682 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


^eutscl 



679 



Confidential Treatment Requested 


6EM7-00001690 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00683 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



680 


VerDate Nov 24 2008 


<N 

to 


0 
O) 
(0 
CL 

1 

lo 

z 

X 

UJ 


o 

c 

HM 

o 

o 

u. 


o 

E 

0) 

> 

o 

>. 

c 

3 

r • 

o 

a 

Q. 

O 


e 

to 

B 


X 

CD 

X 


o 

Q 

O 

05 

CQ 

< 


.Q 

8 


s = 


o 

05 

CQ 

< 


iS 

s k 
to CQ 
•€ X 


> 

O 

Q 

O 


E 

0) 

O 


2 ® 

C 0) 

^ C7> 

f % 

I 8 


£ 

3 

ts 


8 

c 

CQ to T 

f fO C 
O 


.S -< ® O' 

0 S O " 

"a ”0 ■•= £ 

£ 3 to 5 

0. » ^ CL 

1 I I 


05 B 


O 

CD 


I 1 


g “ 

9> o 


I 5 
I S 

” 8 
to O 
® O 


^ t i 


S i 


B 1 


a? S 


2 r 


05 

Q 

O 


g 

CD 


CO c 
^ d) 

I S 

B ® 

to h 

si 

•T 2 

S 2 
Is 

X5 Q. 


tg « 
05 £ 


E 

B 


I 8 


00 

CO 

CO 


t§ 

£ o 


iT a « „ 5 . 5 . c 

■6 2 ? b S ffl ^ 

Sf § 

« 

«« « 

5 o c -S 


•I lllli 
itflili? 

Confidential Treatment Requested 


m 


GEM7-00001691 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00684 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


Deutsche Bank 



681 


VerDate Nov 24 2008 


M 

fO 


O 

O) 

re 

0. 


JZ 

X 

UJ 


o 

c 

o 

o 


tn 

c 

o 

w 

0) 

T3 

‘55 

c 

o 

o 


0) 

E 

OT 

0) 

> 

c 


o 

Q 

O 

V5 

CD 

< 




I i 


el 

5 £ w 
2 « o 


04 


0) 


^ s E . 2 : 


e X 

c 

5> d 

(B Q 
a O 


« ^ S 

« i 5 

£ a.a 

*5 ® £ 

r w <0 

§. m t 

(0 z 2 
§ 


li 

= -o 

> CO 


i'i 

CJ 2 


<D 

1 ? 


n E 


5 s 

m g 

X <Q 


2 2 


_ ® 
5 2 

Q <P 


> 

o 

Q 

O 


31^ 

2 oE 

CLCO 6 

s«| 

* aZ 

3-§'5 

® 2 cfl 

5 E »■ 

•»- 2 O 

a 2 Q 


w S 

(0 <0 

2 «> 
w <0 

2 o 

3 C 




S 3 C- 

■c SS 

3 w 

sic 


. 5 « 
i 2 <0 £ 

^.2 S 
E“ S 

15 • .2 

.-SOM 

0.0^ 

jsi g 

So 
® £ 

.2 3 • 


€ 


^03 

i E O 
M 5 

S "^ W Ifl 
k '5! 
Em® 

® X 5 
a-^ o — 
« _• = X 

i|” o' 

~ Q 

g 5 « o 
S?! c 5 
2«^2 ■£ 


u ® o o -9 
2 &S.E 1 

I “^-s, " 
> 
k 


£ 


iil 

ill 


o *o 


^ p 
§1 
l-i 


a M 'x S £ 


I !■ 


jw ro ■§ 
X Qj g 
CD > > 
X ® P 


x: sz 

I ^ 

II 
si 

•c a 
a 2 


i I'e 

<r> O M 


li 

S'l 

is 

si si 

-S ' 8 * 


fs 

-c 2 


11 


t o 

w tf> 

£' o _ _, 

o £ 0.0- 

Cfl w "P “ 

if ® E <2 

a ® 2 ® 

■S ® 2 S 


I ® o 

88 


S -3 

I 5 


I I 

BS 

111 

CO o 8 




Ll "0 O 'w 


.i? 

v> to 


^ c 5 £• 
^ E C 3 

glp 

O c I 

V ® P 

m E ? 

3= E I 

a a 


(0 o a 7 c 

W P C £ O 

ifir 


2 c - 
a 9 10 


a o .£ 
2 3 =5 


w o 

: as s 5 

O p c •- 2 

O I S ® ^ 

> V E >> 


O 
O ' 
« i 


k 2 > 

O C , 


El 


Confidentjal Treatment Requested 


GEM7-00001692 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00685 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



682 



Confidential Treatment Requested 


GEM7-00001693 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00686 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



683 


£1 e e-g g g .g g.: 

.S;Q <Q '(S.-.w W' (0 


CO 

2 

CO 

>% 

c 

o 

o 

s? 

B 

<D 

</> 

FT 

<2, 

w 

re 

OT 

CO 

O 

CO 

Q 


O 

a: 


Q. n <0 

P •- 1 

o o QQ 

O' o CO 

^ S £S 


. -"p^ ue; E-. g S- g g" 

^ '' 'itt 9 » 9 a 5 « 

iuf-'l £> I II 

^ ^'•<1 S' « Pr 
3 £t S, £. iS. £. 


• ^' 21 ''^ 88 88 • 
r P> r p ^ 


^Oocooioi'-’r©. 
.-^SfrS t. S2i a a E. i2.'5 
” > 


|ig§§irgl||i 




' Jj^ 3<m p Q Ui g^l 

^ ^ '1 ^ 


Confidential Treatment Requested 


GEM7-00001694 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00687 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



684 




685 


VerDate Nov 24 2008 


CO 

0) 

Ui 

n 

Q. 


X 

UJ 

s 

o 

c 

o 

o 


w 


O) 

jE 

O) 


"I 

I? 

is 




»'!■ i’ 

s i . 

-g. its. ■1'.. " 2 “a 

SJit' S',':* , . - 

|« I 'I 

^ 1^0 -jf 

of -Volf'S- £ . j-sf ^££1 

l i 

»,f ,^-s.|a,,sj- ® *2 

ill ss s 

Its f.| ^ 

. a.i:2 '' 

& c 9 


■ f V ■ ■^,‘^‘^^'2 ■ V • 

■* <c ^ > >»<<»'•< I ^ 

. .s< 

g. * f I ! IS 

I' S £ ? s ? ? 

- ■•-I . tj :-. 5 S S|,, 

i -i S' R I 6» 

I I 1 1 

P.J-. < y a 


S ^ I 


o 

o 


l§ 

a ^ 

N W 

|i 

^ rr 


Confidential Treatment Requested 


GEM7-00001696 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00689 Fmt 6602 Stmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



686 





V ^ i E ^ dS 2 

i&is* mP’M 

'j’Stn 


>t<f 
■S:.t 
ri. '8:8 


-Mcfs.; 

'55* 

“ S' " 


>?««:-• -Q.- 

'Is 

W' 




^ .‘•.. .V- .-^ . . 

^ tP 3? ^ 

a ES '. «■> 

^ C1| « «>. 



... . i . ■ ■ 


' If 11 

ti ^8 
s j ^ S s as, 
* *’ S'f |"■.■f:| 


II 

■ill' 




V w 

-•B 'T»- tS 'V 


fl 

V « 

5 5 


Si #ei. 


3? 

ssf 


$ 5 5 

' O T>i- t*» 


mm 




'^iil 

’■,:;;p5l 

25,pQui 

-itrUM 

,0000 


o 

o 


£ 

a 


Confidential Treatment Requested 


GEM7-00001697 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 


PO 00000 


Frm 00690 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



687 



Confidential Treatment Requested 


GEM7-00001698 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00691 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


Deutsche Bank i£J Preliminary an< 



688 



Confidential Treatment Requested 


GEM7-00001699 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00692 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





690 





Confidential Treatment Requested 


GEM7-00001701 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00694 Fmt6602 Stmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


leutscl 






692 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00696 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


693 






Confidential Treatment Requested 


GEM7-00001704 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00697 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



694 



Confidential Treatment Requested 


GEM7-00001705 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00698 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



695 


VerDate Nov 24 2008 



c/> 

z> 


EO 

X 


£ 


H- 0> 


o ■ 
£ 


at 


®5 


e 

c 

!5 

E 

8 


a 

.9 


I 5 


M (6 
<S> is 
^ (0 


O) c CO ^ 


Is I 


1 1 1 


' - ioi S® ^ 

' « -S 1 B* c CO 

' ® J r> £ CT 


S> ® if 

!2 


1 t 


S O 

^ ii 
■5 £ 

cr p 
uj > 


® a I 


El 


Confidential Treatment Requested 


GEM7-00001706 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00699 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



696 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00700 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



697 



Confidential Treatment Requested 


GEM7-00001708 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00701 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


698 


VerDate Nov 24 2008 




m 

c 

(0 

ffi 

e 

I 


Confidential Treatment Requested 


GEM7-00001709 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00702 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




699 



Confidential Treatment Requested 


GEM7-00001710 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00703 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



700 



Confidential Treatment Requested 


GEM7-00001711 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00704 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



701 


VerDate Nov 24 2008 



w o 

0} Q 

S o 

fS =3 

I? 

*= Q. 
^ "O 
03 O 
X ^ 

eil 


CO 

X 


a 


> O c Q 

Si 

•S a 


g-l 

X ^ 


w 

£ § 


ro 9 

c 9- 
(U o. 

(U <0 

"I 

§ a 

a 

OD « 

03 -p 

S g 

X Q. X CO O 


^ iS 

55 

* Tl 


Confldential Treatment Requested 



GEM7-00001712 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00705 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


I^uctscho Bank 



702 


VerDate Nov 24 2008 




El 


Confidential Treatment Requested 


GEM7-00001713 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00706 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


CteutSGhe Bank 


703 



O 

Q 

Confidential Treatment Requested GEM7-00001714 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 


PO 00000 


Frm 00707 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



704 


VerDate Nov 24 2008 



i 

I 





B 


Confidential Treatment Requested 


GEM7-00001715 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00708 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





705 




-''S’S. ' '■' 
- > ‘flS '.- 

= il' ' 


A- 

s^' ~-^W-'‘-'i*'ti 


\ 'tK ' 

s s . . 

• ;;P .'(0?'';. .! • 

' i? 

.-.fl. . 

s sa'.'B 

1,11 « 


'i i S, « 
S i f' I” 
I ■! I 'i 

.t-tJ I 

I i-B I 

I 1 1 I 
I t :!: I 



^ ^ I I ^ 

^ •* 

- fi I ^ 

'■Jl I 

sal 

1° i 
IS- ^ 
is I 

?" I 

if I 

I i| I 

^1 is <; 


g ai S 

2 I i S 



s 


El 


C 

a 

ffl 

o 

X 


9 

O 


Confidential Treatment Requested 


GEM7.00001716 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00709 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




706 



VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 


Frm 00710 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



707 


O) 





Confidential Treatment Requested 


GEM7-00001718 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm00711 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



708 





709 



Confidential Treatment Requested 


GEM7-00001720 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm00713 Fmt6602 Stmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





711 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm00715 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 






713 


VerDate Nov 24 2008 



Confidential Treatment Requested 


GEM7-00001724 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm00717 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



714 


VerDate Nov 24 2008 



Confidential Treatment Requested 


GEM7-00001725 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm00718 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



715 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm00719 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



716 



Confidential Treatment Requested 


GEM7-00001727 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00720 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


717 


VerDate Nov 24 2008 



« 

**c» 

w 

c 

< 

m 

X 



s 


E 

E 


< 

w 


3 E 
O (0 

3k ® 

<S 0) 

•Sa 

e£ 

a o 

Si 

sl 


E Q) 

Ra 

c 

CD tn 

■aE 

sg 

m C 
c O 
t Q. 

Q> 3 
£ ^ 
c 

•= Q. 

ES 

3 0} 

(A -O 

iz 

(D .« 

ffl ^ 

&•? 

(D -*- 

E «' 

§ ^ 

0) <u 

E c 

TO 5 

S’ ^ o 

“SS 

!li 

1 ii 

®- E 

O D s 

a o >■ 

52 S 

^ c 
D .9 > 
V) xi "O 

2 "o " 

SE 


$ 

5 E 
o <*> 
> i3 

o> P 
.S ^ 

•O KJ 


E E 
(0 2 
<!> .S 


CD 

X 


£ : 


o 


0) 


S CO 

Ecc 

c TO 
TO 3 

C ^ 

.S>§. 

TO </> 


Si 


CD T? 
I TO 

£ E 

5 fl) 


TO <D 

^ E 


P « 


W TO 
TO 

5k 2 
2 TO 
■TO X> 

O w 

8 8 


m .£ £ 


E] 


<0 

so 

0 

J~ 

1 

9 

Q 


ConficJential Treatment Requested 


GEM7-00001728 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00721 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


718 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00722 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



719 





Confidential Treatment Requested GEM7-00001730 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00723 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



720 






El 

c 

to 

01 

e 

JZ 

s 

® 


Confidential Treatment Requested 


GEM7-00001731 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00724 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



721 



Confidential Treatment Requested 


GEM7-00001732 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 


Frm 00725 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




722 




Confidential Treatnnent Requested 


GEM7-00001733 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00726 Fmt6602 Stmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




723 


VerDate Nov 24 2008 


iO 

■r* 


0) 

Ui 

(Q 

Q. 


CO 

'B 


X 

UJ 


O 

c 

o 

o 

u. 



El 


Confidential Treatment Requested 


GEM7-00001734 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00727 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


724 


VerDate Nov 24 2008 



If I 
isl’ 

IlS 


S c 

§>!& 

CO® 

liS 

® o -o 

ill 
, 8 *^ I 
'1*1 


« € d M 

.2 * § .3 

1 -2 -o i 

o S ® 2 
« « 8 

^ gsf 

£ 2 Jg TJ 
^ 1 ?-“ 
^ i as 

llfl 

IP- 

■ge?m 

Is ”< 

w c 


M ^ vT 

® s S ' 
c 9 •p 

I il l 

o _2 "o « 

S §2 ® 

a « 


Q £ "O 


las 

m-S” 

ill 

sil 

^ -J ® 
® « e 

£ o ^ 

w a ‘5 

*?§ S 
® 5 o 
s a 8 

iS| 

s s ^ 
£ -s « 
^ a -2 

PI 

.a> 8 

Cm® 
® ® _ 
« ® -o 

||*g 


•2 5 3 
(0 Q. c 
O S « 

o ‘c 3 
<N ® ^ 


» 5 = 

5 J 

“l| 


9 H « a s 

- .4 I if i 

o> ^ g> ® a M 
.£ ® S 2 ■*= -o c 
. o jf c o 

g e| 27 

sms 

a « S . 

ra C CO a 

flsll 

ilis? 

U. ® s « c 

a « 5 K-S « 
c ® C S c 

|l£. 

5 “8 *? 

® "S © 5 ” 

ill 
1 ^ ^ I. 

a X c s 
QS o o> S i 

Ss 52 » ^ ^ Qj 

~ X "B O 9 ® 

■s lli^l 
f s g-s 

iillU 

SHIP'S 

« p “ d c ^ 
■E « ^ S S K 

1*1111 

3.2 g ap » 


.? a 

c x: 
o 




^ CD a 8 
2 I .5 O 


an® 

^ E I 


» ^ p 

as® 

c 2 <2 

g o tJ 

e 


•a 5g 

s si 


i|ili 

gllils 

tlisSi 
i&.ss> 2 i 
£ 2 1 1 1 1 
iif ^1 = 

^ -S 3 § -S’ ® 

S 2 

S' o .2 « § g 

© tis g g,"® 

E as 

CO (Q O ® CD 
a $ CO £ E ® 


g>€ ® 

« s ? 



El 


Confidential Treatment Requested 


GEM7-00001735 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00728 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



725 


VerDate Nov 24 2008 


o 

Ui 

a. 


n 

Z 

X 

LU 

O 

O 

c 

o 

o 

y. 



•D O 
c 

(0 ts 

1 1 
§ s 


a. CO 

■q. c 
o 3 
o M 
> 

^ i 

? 5 


^sl 


.S a 
■= cr 


E c c 

I'S S 


. ^ O 

iff 

in 

« js £ 

S 8 » 

1 “ ® 

t}l 

.S t I 

s a-g 

m n 


II 



O 

o 


Confidential Treatment Requested 


GEM7-00001736 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00729 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



726 



Confldential Treatment Requested 


GEM7-00001737 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00730 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



727 









730 



Confidential Treatment Requested 


GEM7-00001741 


s 


s 



El 

c 

(Q 

CD 

0 

JZ 

s 

s 

0 

a 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 


PO 00000 Frm 00734 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



731 



Confidential Treatment Requested 


GEM7-00001742 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00735 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 







733 



Confidential Treatment Requested 


GEM7-00001744 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 


PO 00000 


Frm 00737 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


S^aUficAwt shows Mood/s indenture ratins 




734 


VerDate Nov 24 2008 


<o 

00 


Q) 

Ui 

re 

GL 


Z 

X 

UJ 

Q 

O 


o 

o 

u. 





El 


Confidential Treatment Requested 


GEM7-00001745 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00738 Fmt 6602 Stmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


735 



Confidential Treatment Requested 


GEM7-00001746 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00739 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



736 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00740 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


737 


VerDate Nov 24 2008 


eg-§ 

SI'S 

jm(a .5 

all 

I'&i 

S 


111 

1^0 

§c:- 

8l 

Q S 


liiil|liiilil||ii 

sssssisssssssllss 


^iiii 


III! 


! = = S S g 


ss||is|s I 


I g||g.E||g I 


if Jiilfi 

-I i S i E £ 
if S S 8 I I i 


Ui 


pi PI ! 

lllllllillll illlliili INili 


if si 

Jl.il 

y 8 6 J 8 g 


illlliil 

I I s i I ifl 

z2z2ZM$0 


liiifiifflililiiHs i ii 



§ s 


•hi 


! S S S I i 


i iiiiii 


;t f 

I 

il f 


iiiiiiiiiiiliiiiii I ill I ill 1 1 I 


lilllii 


fl.l 


ii 


I I I I I Ii 


lilllllllliUlHli I 1 ! I lilJlHlI 

llllllllllslllllll 1 II 1 331111111 


SS4aBiiD<«fi| 



£& B a 0 ^ ^ 




S s \ 


i liiiiii ii 




S S I 


iiollssis 


Permanent Subcomoiitteg on Investigations 

Wall Street A The Financial Crisis 


Report Footnote #1347 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00741 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


PSI-Deutsdie8ank-1 7-Gem8tone7-0001 




738 


VerDate Nov 24 2008 



I a aaaaaaSSaaSSaoaSixa SS aSaaaaSSzaaaaaSaSac^cBalBaaa 

|tl||||||llll|liiuniiiiyHniiiiiniiuiii 

1 I I I I I I I 1 1 I 1 I 1 1 1 » U J I 1 1 1 1 2 2 I £ m S S S i II m S S I II 


!§§§§§§§ i§§§§i§§§|g §1 §§ggg§§gg§l§§gg§ggggg§§§l 

“■ “■ “■ “■ 1 i I g g g g g g g I g g g 1 5 g s g g 1 5 s § I g I g i g I «■ g g g g s 1 1 i 5 

» <5 ^ ^ o' D M o* o* o' ^ a* u> <A a* Cl Y V — ic> e> rT o' lo* e> W N r4 a V a <*)' o' V s>' (o o' 


If iililiiligii-si-'g? ?S 




K8s8Sa«j:j!ga888a Hoggin; 88a 

iliiiiiliiiiiiiiii 11 illitiiiiiiiiliiiiiliili 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00742 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


PS}-DeutsdieBank'1 7-Gemslone7-0002 


739 


VerDate Nov 24 2008 


I i 1 1 1 


IxS sss ss 


islii sgs sisisgssssiliiiiisoiiiiilii I 
s=iiii:ii»i?s|g|jsagss||saasslsssi|i 

Iiiii^i^||si|sss 3 i|isssil|igs 8 i 3 gsjs| 


Hit 

Il ll f I! f I 


I || |||l| 
I il 111 


osijjill II’ 

inllii! II, 


s s 
■£ 8 
I i 


' I ... I I s If j I I 5 „ 1 1 1 1 1 i 1 1 1 1 „„ I I j I j I 1 1 1 1 I j 1 1 1 


I I 

ifi 

gi s 


1 1 1 1 1 1 


I 1 1 j - I 
I I 13 -0 . _ f 

I 

o 

iliiii 


g I g I 


gSSSSirSSgS ^^■MSS»SsS 5 fga§gS 55 ees 5 §gSg §5 ^ 

SSSii|5SSi i5iB5aBsS5|5||s5555||i|s||§ § 


il iliiii i iliiii iiii fill iiiiii I iiiiiili I I 


Jii iiiiyiiiiiiijinjiiniiiii I 

Bsi SS S sisails 111 !l5 S!i5 S :<alSs2s5<IsllsS3's3 a 




4 S 4 


s < s < 


Il If i §§. § 1 1 1 1 § Il I II § I § 1 1 1 1 1 § 1 1 1 1 1 1 1 II 1 1 1 § 1 1 § 
1 1 1 1 1 1 1 i I s I g 1 8 1 1 1 § E § 1 1 s I g 1 1 1 1 1 1 i i; i; s §; i; i; i; s i; i 


I 


S S 3 -Z.SZX 


si s ^ ^ ? 

s E E s o 1 




li ill ill ifi iilfiyilli il ill 1 1 

S & S SSS SSSSSSS s|» 8 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00743 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


PSt-OeutscheBank-i 7-Gemstone7-0003 


740 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00744 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



741 


VerDate Nov 24 2008 


0) 

ut 

re 

Q. 

« 

’3 

!E 

X 

Ui 



2 CC W O X 


Eg 

Zp 


52e> 

Q S 5 




,gsg 

>- K S 
X 

Htoo 


SSoSz 


K o 2 


fe o t- 


3o«au 
£ C >- U> 3 

Szr°-*- 

iSis 


jigS! 

z»”>< 


lit: 


'~'o ^ K 5 UJ UJ U 

P5“: 


■ ’Sgl 
:6 s 
gi| 

m 




ZuJQ^TH 


^8 


i25« 

E r-o 


2 < o 
:< w z D 

pS5S 
b ti. S o 

m Z _|E 

o O < 

— O E UJ 

S<b.,. 


: 2 ^ O 

iSS^.S 

gSois 


asiSil 

SgiSzi^ 

!-5iS8= 

eSssII 


ifSE 

2og; 

I/S u. u. o < 
^ I > iT. 2 

2oE¥, 
^ « S O U 

§ 9 « u 


” 2 . z < 


opc.§ 

pis 

iii£ 

iSue 

isi§ 


g ^ r w « z 2 < u. “ 0 . 

SO^Zq ..tsSOE^ 


iis 

f.; 

2 o C 

< D) : 

K w • 

i!i 


SzS 

^15 


5°33| 

SeSSE 

-bQS? 


P<oioe= 
!fe - E “ o 9 3 


iiSfl 


« D o a 

H UJ UJ « 

^ 0 5!; 2 


K u - u 

H 2 P 2 

5I?E 


O E i 

UI tU Z 

iis 

|S| 

O M M 
U < M 
e ffi < 


iiii? 

iesi 

§0^1 

*>ri«: 

<3*Sb“- 

P O S m E 


S2s«s 

-iSag° 
<Q m z o 

"fcSi 

isssF 

RoOx 

0 n. H S 

< t i_ u j 

ssgisi 

sggg 

1 Z 5 O 
Oin^ a 


1“ «o 


^ O X o : 
5p*- H-S 
0<>oe 
^isz{ 

• 9 E c >. t 
{SogSo 

lui Z E Q ^ 

“Z^Oz? 

:rfXD<c 

'o9«Pc 

3<<nmZ 

iS3S§c 

o^oi: 

E Z M 2 

:wO i- 
:>0 5 g 
- Z z E E 
»< E O “J 
. S U. X 5 

; t »- _i o - 
:EO|r ! 

Jfc^SS 

JleaSS 

ilsssii 

ggi"* 


'E<c 

;o«<; 


u2E_ 

-» K ^ < 

3 2 U.C 
Ijyou 


^o“i| 

e«i« 


eS^os 

liiiS 


S S 

gO® 

o » o 


iii 


luS^o 


K E t- 

2zS 

fcP 2 




'oiit 

“50 


aSs„.-. 

CD E E E 
W E P g 2 
D 2 « W 

;|iii 

§«>>5po: 


oSSeO 

!;o<v« 

ozizz- 

P 2 ‘^Oui“ 

iili! 


°sii 

gS” 

5g“£ 

^ 5 « fl z 

* o 5 £ ? 

:«Z5« 
< Ul UJ 




O E 

fc O 
z U. «. 


^28z 
Po<^ 
(0 u 

Pill 
i liiifp 

liiiligf 

Siis^iss 

2 S“iooSs 

ZzJ^P jOtfU 

oST 3 rj? 5 o 


- o 
•' 2 o z 

-^si 

5 Ui « * 
. E E P 


i| 2‘5 

« E b 

a&l 

;“sz 

Or." 

§i; 

,sil 

' W O 
EOg 

E « E 
.°E$ 

! t ® z 

P 05 O 

z W o 

UlP« 

z« 


0>®Z^ 
• J E Ui U 
h- ® Q 
«WI- 

jip 

^ o i 
gSo 

ePo 


<§b<« 
ct 9 < o ^ 
8<|P^ 

silil 

6 »S®i 

<SglE® 

SEKoi 

e^ajpo 

sSiSs 


flHi 

Ess^i 

EOKi. 

go^ToO- 

o sy z z a; 

o < o Oq 

|SsSig 

^ z « '■ < 

PCS^OdS 

Z b r' O J3 K - 

Q Z 7 Ui 
.,._Z^ 


OSP 

opw 

131 

Sil: 


I O E 

ill 


RsSlp 

Z m P, 


<Z“fi®UiEO 

§S9i ■’■' 


^iii 

E^ 


i@z«rSz« 


. Ui OJ 

.'^2 
E Z 


Ssla 

J8»£[b- ^„ = 

Ss;jeS,.g = 8 g 


18 


|pS|s-f 

3 Sgg&ss| 

g jssgsS 


!§< -_ ., 

'bwui(>)ujb<-i ‘^z 

EDbP‘*'S»Z< CO 


E p § 


oS = 


li 


3 5 E O §•«£ 

slsiai 




iozlt! 


£g: 

§i 

gwzSgiiwaPg 

;5fcE5|S«2l 

liigsigz^EK 

jlsiplsiss 
ligSSeliife 
3 <IS fgpggSe 


?o5 

u. iii p 

°si 

sii 

isi 

idg 

>- z E 
O < E 

li“ 

iH 

iiw 




Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAILOI980001 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00745 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



742 


VerDate Nov 24 2008 


« 

n 

!E 

X 

UJ 

© 

o 

c 

o 

o 

u. 


CO 10 <0 CO (D 


a! 




s 

x: 

u 

» 

3 

Q 


Confidential Treatment Requeued by DBSI 


DBSI_PSI_EMAILO 1 98000: 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00746 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



743 


lO 



9 

a 


Confidential l^tment Requested by DBSl DBSI_PSI_EMA1L01 980003 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00747 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



744 


VerDate Nov 24 2008 


<o 

o> 

T“ 

<U 

Ul 

re 

a. 

S 

!a 

X 

X 

til 

S 

o 

c 

o 

o 


$ 

o 

E 

> 

O 

c 

3 

C 

o 

Q. 

a 

O 


I 8 

t O 


o 1: 

D ® 

o a 

CO £ 

03 « 

< £ 


CO 

CD 


5 

a: 


m CD 
€ X 

fO 

il 

'M re 

2 !5 


s £ 

q: fo 
C 

re CO 

£ CD 

i S 

1^ 
Q "2 


> 

O 

O 

o 


B 

(D 

O 


E » 

3 « 

i -2 

£ re 

£ re JO 

I I 7 

§ 8 jD 

■3 s?, 
s ^ 

^ 1 ” 

1 £ S 

2 2c 

O) O Q 

2 5'^ 


O 

o 

o 


■| E 

€ 
o 
E 


» >p re 


g i 


^ c 
re '® 

S 
1 


S Q. a 


0> •£ -R 


■B £ I 


•g S 2 2 
.•5 s i 5.K K ? 


O 

CQ 


re CQ 

T S 

c ?5 
re re 
E re 
R ^ 
> © 
-E 2 


O 

CD 


® w 
1 © 


P £ -2- 


I S 


i II I 

■f Sf o 

■S .i te V- 


.2 g 

re <i> 

M £ 


S' 1 


5 .. 

5? c-2 

o| 

I S I € -S 
J. E g 2 o 

' 15 S S S IB 

gl| ll? Is 

* •; Js o fl> 9 V A 
a u z re < IT 3 


^3 

i = 


Confidential Treatment Requested by DBSI 




I ? c 

u- re H- 


i 

s 


B 


ifi 

3 

9 

Q 


DBSI_PSI_EMAE.01980004 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00748 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



745 


VerDate Nov 24 2008 


0) 

ai 

(0 

CL 

W 

‘E 

IE 

X 

UJ 


o 

c 

o 

o 

u. 




8 



« £ .£ e .2 

•” w -o 3 « 

I f § t; > 

j, c H 

p C c « « 

1 ^ o n lA 2 

“■ a .-ti ^ 

O E c «_ P 

5 5 a> o k 


0) o 

s “ S a 

.» ? S f 


m 


El 

c 

a 

ca 

« 

w 

s 


Confidential Treatment Raiuesied by DBSI 


DBSI_PSI_EMAILO 1 98000; 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00749 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



746 



Confidential Treatment Requested by DBSI 


DBSl_PSLEMAIL0198000f 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00750 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS 




747 


VerDate Nov 24 2008 


m 

T“ 

<D 

Ui 

(0 

£L 


n 

Z 

X 

UJ 

0) 

o 

c 

o 

o 


m 

S 

Q 


o 

Q 

O 


.S '€ 

^ <3 


^ §■ 

<T» is 


e ^ 


5 g 


^ (0 is 
^ K- tn 


CD 

q: 

(Q 


5 Z 


-6 2*^ 


I g> 


ii 2 


^ <D "> 

^ ^ V> 

“S’ © 

c «> B 


- w m 

g » J 
^ I 8 


O ^ £i c « « ^' £■ 

•= (U o 'C t; -e fe .£ 


^ ^ 5 

CO (A © 
I ^ C 

«■ S "S 
« ® ® 
®c/> g 

^ 2 CO 

cm 
^ a c -5 m 


o ^ ja ti 


Q .£ Q. 


O 

■ 


•g 2 2 §■ > 


e e.: e: e. £ 



o 

o 


iT} 

XI 


« I te 

er 2 g 

g| s 

p 2 


g 


w Js* tS 

S QQ lA 

ffl e 
t s 2 
o ^ c 

s « •- 

€q i 


CQ n 
® O ■ 


Confidential Treatment Requested \fy DBSl 


DBSI PSI EMAE.OI98000' 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00751 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



748 



Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAIL0198000i 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00752 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


749 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00753 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



750 


VerDate Nov 24 2008 






:1 

.r-;-; - ”r. S'. W-:S! 

- - & -'5 1 




•i9. 

egg 5 ^■ a 1 

^ I e SEE 88 

0 

;' Bt 


£*£ |^,S. Il 

9 iSf P 89 ° * ? 

• 

n 


5a8 

“ y*" s a 

p 

0 

IS 

« ts. § 

- - ^ XJ 

1 

s 


- - - 

' 'S 




'i!g 

: ' " 





■'» 


r - vTB "' Cn ;' 




5 S 
£ia 





o o o 
r> o 
o o o 




S tf) ifj CN 

iaiici' si. si 




££££ " 
ass ? I 
a? §8 1 


0:0 0 % 
.mO.O.Q 
: :<’0 Q lU 
' n -n; ui 

:• f-F8..iS 


□ 

J£ 

C 

a 

£0 

e 

JZ 

(A 

3 

e 

O 


Confidential Treatment Requested by DBSI 


DBSI_PSLEMAIL019800K 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00754 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



751 


VerDate Nov 24 2008 


■O 

to 


o 

O) 


£ 

X 

Lil 


O 

c 

o 

o 

u. 




o 

o 


S 

Q. 



Confidential Treatment Requested hy DBSI 


DBSI_PSLEMAILO!98O01 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00755 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



752 



Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAlL0I9800i: 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00756 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



753 


VerDate Nov 24 2008 



12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00757 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



754 





Confidential Treatment Requested by D8SI 


DBSI_PSI_EMAIL0198001- 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00758 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



755 


h- 



Confidential Treatment Requested by DBSI DBSI_PSI_EMAIL0198001: 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00759 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



756 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00760 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



757 


VerDate Nov 24 2008 


CD 

o 

u> 


£ 

X 

Lii 


O 

C 

*■* 

Q 

O 

U- 


i25 8 


0 

> 

1 

z 


1 1 - 


.S I- 

« -O 
£ £ 
to ® 

^ c 
□j O 
X ^ 


“ 3 ’lit' 

•U ©CD 

S o ” 

s S ■s 


— TH 3 


"S "2 ? 


8 ? 




c a o 52 

f e ’B f 


x: _ is 


a ^ S p 

0> CD u) *? 


o •£ 
c m 


2 6 
> «« 
o (0 


CD 

X 


i ? 


<D > 

i^l 


8 

&• 


O V £ 


Mr 


iD 


•e 

n c 
(0 -2 
c w 
o © 
W 
S c 
fl) :“ 
C T3 
© © 

m P 


o 

o 

o 


3 <2 8 


CD 

< 


k OT •© 

Q- V O 

g a o 

CO I ^ 

o o -S’ 
P R -5 

w © > 
O C ^ 
CO© 

P- tn TJ 


^ “S 


<2 © 


s 6| 2 


E £ 
^ « 
■£ a 
0) © 
t « 


& 


CO S 

^ § 
W w 
© ^ 

! 3 

o © 

15 

= C 
© © 


£S 


B 


Confidential Treatment Requested by DBSI 


DBS! PSI EMAIL0I9800r 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 00761 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



758 




s 


Confidential Treatment Requested by DBS! 


DBSI_PSI_EMAIL019800i: 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 


Frm 00762 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


Deutsche Bank 



759 


VerDate Nov 24 2008 


0) 

Ui 

m 

D, 

B 

n 

■£ 

X 

UJ 



(O 


m 

X 


> ^ 
5 o) 

'5 


O 3 
SI ^ 
<3> ® 


S "5 

Oj O 

I 


E ^ 


e- 

O 


O 2 
*0 « 


c 0) 0^ 
5 2 c 

B g. ,1 

£ /^ O 


2 uI O 2 

^ S 

•g CD CQ > 
e X X .£ 


r 2 

Q, © 
A ^ 


2 o 


(A © 
fll is 


S>| 

o £ 

^ $ 
CD > 
X C 


O UJ > 
I I I 


2,c 

« ^ 
« 

=« 

t 5J 

B 6 

g 8 

E £ 

w p 
© © 
> .>S 
£ u. 

■ 


□ 

jx: 

c 

CD 

« 

x: 

u 

I 

<D 

Q 


Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAILO 19800H 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00763 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



760 



Confidential Treatment Requested by DBSI 


DBSI_PSLEMAE.01 98002C 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00764 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



761 



Confidential Treatment Requested by DBS! 


DBSI_PSI_EMA1L0 1 98002 


VerDate Nov 24 2008 


Jkt 066050 PO 00000 Frm 00765 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



762 


VerDate Nov 24 2008 





a 


Confidential Treatment Rwjaested by DBSI 


DBSI_PSI_EMAIL0198002: 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00766 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 







763 




s> 

O 


Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAIL01 98002: 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00767 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



764 



Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAIL0i98002^ 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00768 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



765 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00769 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



766 



Confidential Treatment Requested by DBS! 


' DBSmi_EMAILO 1980026 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 


Frm 00770 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



767 


VerDate Nov 24 2008 



Confidential Treatment Requested 1^ DBS! 


DBSI_PSI_EMA1L0198002 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00771 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 









768 



Confidential Treatment Requested by DBSI 


DBSI_PSLEMAIL0198002 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00772 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





Footnote 


769 



Confidential Treatment Requested DBSI 


DBSI_PSI_EMAILO 198002 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 Frm 00773 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


Deutsche Bank 



770 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00774 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



771 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00775 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





773 


VerDate Nov 24 2008 



Coniidential Treatment Requested by DBSI 


DBSI_PSLEMAIL0198003: 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00777 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 





775 



Confidential Treatment Requested by DBSI 


DBSI_PSi_EMAIL0198003 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00779 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




776 


VerDate Nov 24 2008 





E 


3 



Zf » 

5| 

81 ^ 

S'?! 

i 

1IS 


p 

e? 


Confidential Treatment Requested by DBS! 


DBSLPSLEMAIL0198003( 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00780 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




777 



Confidential Treatment Requ^ed by DBSI 


DBSI_PSI_EMAD-01 980037 


PO 00000 Frm 00781 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PsN: PAT 



778 


VerDate Nov 24 2008 



Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAJL0I98003i 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00782 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



779 



Confidential Treatment Requested by DBSI DBSI_PSI_EMAIL01 980039 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00783 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



780 



Confidential Treatment Requested DBSI 


DBSI_PSI_EMAIL01980040 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00784 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



781 


VerDate Nov 24 2008 



c 
re § 

fc a 

<D 3 
£ 


•o ^ 
,E w" 
£!' w 


t5 

2 


3 

E 


|s 

^ Q 
re ^ 

« 3 
CO o 

£ E 

5 « 

.E TJ 

to O 
^ -Q 
CD -a 

X S 
£ 2 
5 re 
TD 5 
re 6 


5 

ii: 


O re 


c 3 

9-5 


03 . 
I 


) § o 
« o 
_ o 

•ll 

p 

2 0‘ 

E 


i| 


I E 

o ^ 

> £t 
05 2 

-E a 


O 

■ 


E K 

"5 TO 

11 


El 

Ji£ 

C 

(8 

03 


O 


Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAILO!980041 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00785 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



782 











Confidential Treatment Requeued by DBSI 


DBSI_PSI_EMADL01980042 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00786 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


783 


VerDate Nov 24 2008 



Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAE.OI980043 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00787 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


784 




I ’ I 




111 I 


I mna | 
i SiSSsS! I 

; I 


I f ^ I } 
> , \ 


j U-'T 

t «j|?5i: 

i v<-‘4‘ 


: BfMIsHi 


i ililllMi 


M ‘ 

•Hi 


m n ^ * o 

CD ^ £ 0) w 5 

o£2 a 

■2 2 = S 2 o> 

£ o 2 ° s c 

•2 S o S 2 £ 

Is^SSfi 
S S c S » ro2 
>, IS & 2 » -cc ■§ 

,0 >» <D i: ® « c 

u. (o S: w T> (0 o. 



5 msittts'x 

B 1 


* IH'IISsicfl ‘ 

> US55»s!-5S 

1 iXtgaSSSJS 

1 ll*S5i5J:i:5 

i {tB'HilH 

J tUnc^Ai 

» -SSSS*?-?:? 

f ' 






1 ' S- 

1 

f f.ulS'i.’.tiSii 

* 

- 

1 * i ‘s**5 



, f 

s: 

t 1 

<<•* 

riTl"? 


u> 

(0 



E ® 
3 2 
— ® 
= s 
iS 

2 c 

3 n 


®o'3b 1 = 180 
-s s s I||i8 
“ S ” ®s 8 i“- 


•> Qi TO O) « t? ' 


? 


El 

C 

(9 

s> 

« 

X 

» 

.3 

o 


Confidential Treatment Requested DBSl 


DBS!_PS1_EMAE^198004' 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 


Frm 00788 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


785 


VerDate Nov 24 2008 



Confidential Treatment Requeued by DBSl 


DBSLPSI_EMAEX)1980045 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00789 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 




786 


VerDate Nov 24 2008 



£ ^ S 

c W to 

1 ■§ « 2 

S 3| I 

» {2 o « 

T3 "D . W 

2 S 3 > 


'x E ff .£ 
© ^ .5 c 


© 

E 



Confidential Treatment Requested by DBSI , 



12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00790 


Fmt6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 




787 


VerDate Nov 24 2008 



Confidential Treatment Requested DBSI 


DBSI_PSI_EMAE,0198004 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00791 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



788 


VerDate Nov 24 2008 



a e ^ 

ill 

II I 


Sea 

< sfi 


, §. ® 
(ft O) 

£ a 
« a 


^ .S m O) 

^■i|£ 

I 

w a ^ ^ 

to t O g 

s 

^ .S N 

§ 8 

.5 K © 3 C 

” € -g a w 

¥ • S S “ 


5 .S ■§* a 
■g "D c S? 

a s c t} 
•S-sgoi 

S f ".< 

(ft J2 (ft e 
© ^ © © 
© E Q ^ 

I ^t|l 

•g © o V © 

< lllf 
I lilt 
I iSlI 


oS g| 

iiSl 

3 .§ § S 
S — a 


Pfe 

§d is 

® e f i 

® I i 1 

s S gu- 


e 

si 

iSit 

5 ” « P 

Ills 

: « 0 .c 


= a 

2a 2 ? 
2 I 

l?:oS 

5 .2 (ft tS 

I i- 

8 a c 

« © e 

sgi 

* S B 

S sS 


©8 © 

H « a -2 
c s a i 

c 5 ^ P 
5-JS 

e •*= -o c 
« cT c o 

Eo •-> 
?||,S 
?S g . 

f-tfl 

2 K E E 
c ^ is 5 

|ti£ 

il|i 

^ s|- 
ii"i 
I 

m ■© 1^* £ 

S C 0> © .- 

a © a> s a 

« (ft -sr © 

I =- 1 s 
oSs 

if « a| 

^ ilo" 

£ C ® c «' 

® o S a e 
f ?t5^ § 

. (S 3 £D •£ 

gS?g = 

« s q.£ ® 
1 8©':-5 

5 o II e 


s ^ = o 

S^.lf 

I o I § 

9 o .S c 

7 _ « 

siii 

• e|S 

= „Eli 

s 711 1 


-) jj 


gfiS s 

«■ W C 3) 

|ifS.i 

t- 8 S n a 

S-E Sg I 

s s 1 .1 .1 

g iS S g u. 

E J f 5 
fell 
ai-g 

m B E 


Sis 

S 8 o 


CQ jo © 

3:^1 


|.l§ 

5^1 


© e 

I S’ 


B - e s 

5 o © X 
0^1 B 


Confidential Treatment Requested by DBS! 


DBSI_PSI_EMAIL0I980048 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00792 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



789 


VerDate Nov 24 2008 


0 

01 
(Q 
Q. 

(fi 

is 

!E 

X 

m 


o 

c 

o 

o 

u. 


*o 

<D 

3 


C 

8 

w 

.2 

Z 

a 

2 

O) 

o 

S 


^ § 
tri 5 

SB 


I e i 


'5 ^ • 
2 8 *’ 


!I1 

® ■” u. 

SS i 

v> CQ b 

5E g 

c e q: 

1 1^ 

2 G . 

„ Q, 

S 2 Ij 


^ ! 


1 1 

V) I/) 

i S 


5 ll 


a s 

4 > a 

TS Si 

•o O 
c «. 
a (B 

If 

c w 


s g 

O) 

c 

© (B 

IS 

I i 

O ij 

■■6 

2 

1 

o 

0) a 

il 

■S 5 

a c 

a> 

.£ a 

4 i 

S 

I" 

IS 

2 

c a <D 

go 

'w 

c 

2 2® 
Q- S 0> 

O) E 
c p 

o 

a. 

2 ?C 

c -te 

o ® 

2 

^is 

•54 -o 

O 3 

.a o) 

E ^ 2. 

0.2 t 

■if 

a. 3 

i i 

S E 

(0 3 

1 § 

2 < 

8- 

= 

X® - 
. ^ Q 
m .S £ 


5 .-§ e 

® «j 5 

•2 8 . -^ 
ffl “ © 

S ® "B 

1 S'! 

2 o iS 

if E 

.9 c P 

c © « 

® g ® 

.a 8 = 

Q» e <9 

J M c* 

1 f 

s e 5 



0 

Jti 


Confidential Treatment R^uested by DBS! 


DBSl_PSI_EMAa.0i980049 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00793 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


790 



Confidential Treatment Requested by DBS! 


DBSLPSI_EMAIL01980050 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00794 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 











793 



Confidential Treatment Requested by DBSi DBSI_PSI_EMAIL01980053 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00797 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



794 


VerDate Nov 24 2008 



Confidential Treatment Rwpiested by DBSI 


DBSI_PS1_EMAIL01980054 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00798 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



795 



Confidential Treatment Requested by DBSI 


DBSI_PSI_EMAIL0I980055 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00799 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




797 



Confidential Treatment Rwjuested by DBSi 


DBSI_PS!_EMAILO 1980057 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00801 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



798 



Confidential Treatment Requited byDBSI 


DBSI_PSI_EMAIL01980058 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00802 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



799 


VerDate Nov 24 2008 



12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00803 


Fmt6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



800 




s 


JZ 

w 

3 

s 

O 


Confidenliai Treatment Requested by DBSl 


DBSI_PSI_EMA1L01980060 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00804 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



801 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1553 


From: Chehao Lu 

Sent: VSiB«tesday,Jyly11,2007lO;45;S6AM 

To: Marco Uikasch; Radiel Wi^ 

Subject: G7 • mgtra fee 

actu^ty, mgmt fee is caloiiated based on 3(V360 
Section 1.1 Defirations. 

"Management Fee' means the fee ^ich aorue ftom the Closing Date at 
a rate per annum of 0.30% on the Quarterly Assei Amount, payable to the 
Collateral Manager in arrears on each D'strtiHition Date, as compensation 
for tie performance of its oUigatons as Cdlater^ M»iager under the 
M^agement Agreement. Any Management Fee accrued prior to the resignation 
or removal of tie Ct^atera! Manager will continue to be payable to the 
Cdlatemi Manager on the Distribution Date immediately following the 
effectiveness of such resignation or removal. This paymmt will be made tis 
tie extent of the tends available for such puipose in accMttoice witi tie 
Priority of Payments. 

Section 1.2 Assumptions as to Underlying Assets, Etc. 

(f) Any reference in the definition of "Management Fee" in Section 1.1 to 
an amount calculated with reject to a period at a per annum rate shall be 
confuted (xi toe basis of a ^ day year of twelve 30-day months. 


CheLu 

Globd CDO Group 
Deutsdie Bank Securities Inc. 
212-250-7801 


TNs e-mail may contain cdifidential and/or privileged information, if you 
are not toe Intended recipient (or have received this e-mail in error) - 
please notify toe sender immediately and destroy tois e-mail. Any 
unauthorized coping, dsclosure or distribution of the materia! in this 
fr^aif is strictiy forbidden, 


Permanent Subcommittee on InvestigatioBS 

Wall Street & The Financial Crisis 
Report Footnote #1351 


GEM7-00003568 
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From: 

Sent; 

To: 

CC: 

Subject: 


Eric Martel 

Tuesday. S^itentMrll. 20070526:11 m 
.terriei Aiditer; Accounfirtg • Mspnt Co 
Fbedlncome 

FVt Gemstorte COO Vli Ud • CS/1 2/2007 • P^me^ Date Reports - Draft «1 


Attachments: 


Gemstorw VII Note Vet 2007-0S-12 vl^idf; Gemstone VII Corry^nce 2007>09^ v1.pdf. Gemdone VH 
BuM.Asset 2007-094)5 v1 .csv 


Gemstone 7 distribution for Wechesday 9/12 s $711,420.60 
Collaterai Mmiagement Fee « $626,087.88 


— -Originsd Menage — 

From: Susan N Anderson [ maittoisuMn.n.andefsonQtto.com ] 

Sent Tuesday, September 11, 2007 12:51 AM 

To: shannon.obriai@ey.com; paul.penlanc^ey.com; Rachel VIAsh 

Cc: Kevin Jenks; Jason Lowry; M»co Lukesch; Jeff Schmitt; £ric Martel; Ashley Bonilla; Fixedincome; 
Patrick C^eli 

SiAject Gemshwie CDO \fl! Ltd - 09/12/2007 - Payment Date Reports - Draft #1 


Attached is the 1st draft of the Note Valuation Report and Compliance Report (and accompanying data 
file) In connection wth next weeKs payment date scheduled for Wednesday, 09/12/2007 (Fincdly!). 
Ple^erei^ and ad>rise me of any changes, corrections or modifications you see may be needed. 

Please fwwa'd updated WAL info asap, if chviges are needed. 

(See attached file: Gemstone VII Note Val 2007-09-12v1.pdfXSee attached 

file; Gemstone Vll Conpliance 2007-0^5 vl.pdfXSee attached file: Gentetone Vlt Build.Asset 2007-{^ 
OSvI.csv) 

I eani apologize enough for die delay in getting these reports out to aS\ of you for review and comment 
There were several reasons (namely systems problems and outages, disaster recovery testing over the 
weekend, and model problems), but no excuse. Every effort wi8 be made to ensure this type of delay 
does not recur on future payment date reporting, t really appreciate your patience and imow you wHI 
promptly review these reports. 

As reports stfe already past due to investors (technically due 2 business days prior to the Distribution 
Date), we need to have these reports finalized asap on Tuesday, espedcdly the Waterfall, I/C and 0/C 
teste. 

Thank ytni . . . 

Susan Anderson 

CDO Business Unit 

Trust & Securities Services 

Deutsche Bank Trust Company Americas 

1781 Ea^ St. Andrew Place 

Santa Ana, CA 92705-4934 

Voice: (714)247-6411 

Fax; (714) 656-2585 

Email; susan.n.anderson@db.com 


This e-m^ may contain confidential and/or privileged information. If you are not the intended recipient (or 
have received this e-mail in error) please notify the sender immediately and destroy this e-mali. Any 
unauthorized coping, disdosure or dis^bution of the material in this e-mail t$ strictly forbidden. 


Permspcnt Subcominittce ow Investigations 

ffa/Z S/ree/ <£ The Financial Crisis 
^^]Regoi^F|00toote#135^^^^^^^ 
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NX/'lLMEltHALE 


Hcginstd j. Brown 

AugllSl 20, 20! 0 

liy Courier Delivers 

! lull. Carl Levin, Chainnan 

[’cmiancm Subcommiiioe on Investigations 

Commillce on HoinclamI Security and Governmenial .AlVairs 

United States Senate 

SR-I99 Russell Senate Olliee Building 

Washington, DC 205 lO 

Hon. Tom Coburn. Ranking Member 

I'erraancnl Subcommittee on Investigations 

Committee on Homcltuid Security and Goi emmcntal Afl'airs 

United States Senate 

SR- 1 99 Russell Senate Oirice Building 

Washington, DC 205 1 0 

Dear Chairman Levin and Ranking .Member Cobunt; 

Today HBK. Capital Management (“IIBK'') is submitting to die Pennanent Subcommittee 
on Investigations ('‘PSl”! a set ortlocumcnls re.sponsive to the PSl’s request dated August 2. 
2U10. These documents liai'e been bates labeled GEM7-00000001 through GEM7-0000IS3(). 
We hope that these documents, as well as the inromiation we arc providing in this letter alter 
consultation with HBK. will assist the PSl in understanding the Gemstone VII CDO’.s structure 
and operations as well as HBK’s role as collateral manager. llTlic PSl still has questions after 
reviewing the information below and the documents submitted today, we would be happy to 
arrange a teleconrcrenoe with an HBK representative and counsel. VVe have also set aside 
September 1 0 to provide an in-person briefing for the staff, if necessary. 

.As you may knmy. HBK Capital .Maiiageincnl manages a global, tnulti-slratcgy hedge 
fund business. .At the limeofthc Gemstone VII oiVering in .March 2007, HBK managed only 
two funds — HBK Fund L.P. and HBK Offshore Fund Ltd. Tliese two funds have idenlteal 
investment objectives and arc operated in a “master- leetler” .stmeture. under which they invest 
nitwt of their a.sscls in a .single ma.stcr fund — HBK Master Fund L.P. (the "Master Fund"). .A 
substantial majority of HBK's investments arc held dirceily in the Master Fund, although various 
other entities have been e.siablished from lime to time for specific investments. 

HBK organises its portfolio into "business units." In early 2007. HBK bad 2 1 business 
units across a range of-strategios, including credit, equities, volatility, sovereign debt and private 
placements. The "Stnieiured Credit” businetis unit invested in mongages and mortgage-related 


■ i JD7 6S3 (5.130 «) 
.1 707 1553 0303 !fl 
ala tHOV.ffitsvt.-rTiOPMK; r 


Wjlmcr I’Jckriinj* i l.ile .iml Dorr up. IVniwylv-inia Awnue N'W. 1 K! ’(KKlf? 

“'aln Atr-V iVdlSl-Orr-. n.jWli 

USASD.hilArFO.Vi.V 


STRirri.V ( ONPMJKNTIrM. • 
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WJlmerHale 


August 20, 2010 
Page 2 

securities and derivatives, including asset backed securities (ABS), CDOs, and related index 
products. Approximately 10% of the capital managed by HBK was deployed in the SUuctuied 
Credit business unit at its peak in 2007. 

One of the investment strategies pursued by HBK’s Structured Credit business unit was 
to invest in mortpge-related securities through CDOs such as the Gemstone Vll CDO. This 
CDO was structured in a typical fashion, as follows: 

• On October 24, 2006, HBK. and Deutsche Bank entered into a “warehouse” 
arrangement, evidenced by a Risk Sharing Agreement and other documents, under 
which the CDO entity was formed and began to acquire the pool of ABS (and 
derivatives on ABS) that would eventually serve as the collateral for the various 
tranches of notes to be issued by the CDO. The collateral purchased under this 
warehouse arrangement was selected by HBK and subject to Deutsche Bank's ri^t of 
approval. The warehouse documents originally contemplated a total collateral pool of 
S7S0 million, which was increased to $1.1 billion in late December 2006. 

« At the closing, the warehouse financing was replaced with financing through the 
issuance, by the CDO, of seven tranches of notes with an aggregate face value of 
$1.04 billion, along with the residual equity interest in the CDO that was sold to HBK 
(the "Residual Interest”). 

• Pursuant to the Risk Sharing Agreement, if the closing had not occurred, the 
warehouse would have been liquidated. Under this agreement, HBK would have 
been responsible for any losses up to a maximum of $82.S million (increased from 
SS6.2S million when the size of the wardiouse was increased), and Deutsche Bank 
would have borne any losses exceeding HBK’s maximum. 

• Deutsche Bank Securities Inc. was the “Initial Purchaser” in the transaction. In this 
capacity, it purchased all of the notes issued by the CDO at the closing and then re- 
sold most of the notes to sophisticated investors (including HBK) in a private 
placement. 

• HBK served as “collateral manager” of the CDO pursuant to a Collateral 
Management Agreement between HBK and the CDO. 
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WilmerHale 


August 20, 2010 
Page 3 

• Payments received by the CDO from the collateral were used by the CDO to make 
interest and principal payments on the various tranches of notes issued by the CDO, 
in accordance with an agreed “waterfriU.” The Residual Interest owned by HBK was 
at the very bottom of the waterfall. 

HBK participated in the Gemstone VII CDO with the objective of obtaining long 
exposure to the CDO’s collateral, on a leveraged basis, through ownership of the Residual 
Interest. HBK also invested an additional $300+ million in the CDO by purchasing CDO notes 
at the closing. HBK never had a short position in any securities issued by the Gemstone Vll 
CDO. Information showing HBK’s positions in the Gemstone VII securities over time is 
attached as Exhibit A (GEM7-00000001 through GEM7-00000002). 

in addition to purchasing notes and the Residual interest issued by the CDO, HBK took 
additional long exposure to the CDO’s collateral outside of the CDO by buying (or selling 
protection on) the same underlying assets and on other bonds issued by the same ABS issuers. 
Information lowing HBK’s positions in the underlying collateral over time is attached as 
Exhibit B (GEM7-00000003 throu^ GEM7-00000007). 

As a result of the investments reflected in Exhibits B and C, following the Gemstone VII 
closing HBK had approximately $350 million of long exposure to the CDO itself through 
securities issued by the CDO and over $800 million of additional long exposure to the same 
underlying collateral outside of the CDO. Consequently, HBK had every incentive to select 
attractive collateral for the CDO and to manage the CDO so as to maximize the value of that 
collateral. Information showing HBK’s aggregate exposure to the Gemstone VII securities and 
the underlying collateral over time is attached as Exhibit C (GEM7-00000008). 

Primarily as a result of the unanticipated and unprecedented decline in housing prices 
later in 2007, HBK lost over $700 million in its Structured Credit business unit during 2007. 
Outside of the Structured Credit business unit, HBK had no short positions in mortgage-related 
securities (including mortgages, ABS, CDOs, indexes and similar instruments). Information 
showing HBK’s profits and losses in its Structured Credit business unit, by month, is attached as 
Exhibit D (GEM7-00000009 through GEM7-00000010). 

In addition to the documents described above, today’s production includes the following: 

• Two organizational charts reflecting HBK’s management company and fund entities in 

March 2007 (the closing of the Gemstone VII CDO) (GEM7-0000001 1 through GEM7- 

00000013). The chart of fund entities includes all entities that held positions in the firm’s 
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’MlmerHale 


Au^st 20, 2010 
Page 4 


Stnictured Credit business unit at that time. Also attached is a list of all of the other HBK 
entities existing in early 2007, all of which were direct or indirect subsidiaries of either 
HBK Fund L.P. or HBK Master Fund L.P. (and none of which held any positions in the 
Structured Credit business unit). 

• A stunnuuy organizational chart showing HBK’s management reporting structure as of 
January 5, 2007, followed by a more detailed chart for the Credit group, which included 
the Structured Credit business unit (GEM7-00000014 through GEM7-Cro000015). 
Substantially all of HBK’s U.S. employees, and alt employees in the Structured Credit 
business unit, were employed by HBK Investments L.P., which was HBK’s primary 
investment management company with offices in Dallas and New York. (A small 
number of U.S. employees were employed by HBK Global Securities L.P., an indirect 
wholly-owned subsidiary of HBK Master Fund L.P., and non-U.S. employees were 
employed by the subsidiaries of HBK Investments L.P. identified on the chart of 
management company entities.) 

• Deal documents governing the warehouse arrangement between HBK and Deutsche Bank 
related to the Gemstone VII CDO (GEM7-00000016 through GEM7-000001 76). 

• A complete set of closing documents for the Gemstone VII CDO (GEM7-00000177 
through GEM7-00001 747). 

• Documents related to two repurchase agreement transactions between HBK and Deutsche 
Bank related to the Gemstone VII CDO (GEM7-00001748 through GEM7-00001830). 

Both of these repo transactions were executed pursuant to a standard Master Repurchase 
Agreement between HBK Master Fund L.P. and Deutsche Bank Securities Inc. (OEM7- 
00001748 through OEM7-00001772). Pursuant to this agreement, Deutsche Bank provides 
financing for securities in HBK's portfolio by buying such securities against HBK’s obligation to 
repurchase them. The effect of such a repurchase agreement is identical to a secured loan (i.e., a 
loan from Deutsche Bank to HBK secured by a pledge of the securities), and repurchase 
ap-eements are treated as secured loans for purposes of GAAP. Each transaction has a stated 
term, generally one week or one month, after which the transaction is closed and may (if the 
parties agree) be re-opaied (or “rolled”) to start a new secured loan. If the market value of the 
pledged securities falls, then the loan is essentially repaid by the same amount (through HBK’s 
repurchase obligation), so that the securities continue to provide sufficient collateral for the 
outstanding loan balance. 
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All of the financing provided undo- HBK’s Master Repurchase Agreemmt with Deutsche 
Bank, including the two transactions related to Gemstone VII, was provided on a full recourse 
basis, with HBK bearing all risk of loss associated with the securities being financed. 

The two repo transactions related to Gemstone VII were as follows; 

• The first transaction was initiated on March 26, 2007, to finance the S200 million (face) 
of A1 B2 bonds that HBK purchased at the closing of the Gemstone VII CDO. (To 
facilitate this transaction, these bonds were first sold internally fi«m HBK CDO Trust, 
which originally purchased them, to HBK Master Fund L.P., which had the necessary 
Master Repurchase Agreement with Deutsche Bank.) This repo transaction was closed 
and re-opened (“rolled”) periodically until October 25, 2007, when it was closed 
permanently. Through this standard process, HBK repaid (with interest) all of the money 
borrowed fiom Deutsche Bank in this transaction. 

• The second transaction was initiated on August 30, 2007, to fittaitce the $50 million 
(face) of A 1 B 1 bonds that HBK purchased on August 24, 2007. This transaction was 
rolled periodically until March 25, 2008, when it was closed permanently. Through this 
standard process, HBK repaid (with interest) all ofthe money borrowed from Deutsche 
Bank in this transaction. 

Attached (GEM7-00001773 through GEM7-0OOOI83O) are the following documents 
related to these two transactions; (i) statements from HBK’s accounting system reflecting the 
initial purchase of each of these securities, (ii) email "trade tickets" exchanged between HBK 
and Deutsche Bank to open, roll and close the repo transactions, and (iii) statements from HBK’s 
accounting system reflecting each repo transaction. 

HBK may amend or supplement this production as appropriate based on continuing 
discussions with your staff and our further review of these issues. 


* • « ♦ * 

HBK respectfully requests that its produced documents be maintained confidentially 
under Rule 16 ofthe PSl's Rules of Procedure and not be released publicly without a majority 
vote ofthe PSl. HBK further asks that the PSI staff provide the undersigned with notice and an 
opportunity to be heard in the event the PSl determines that it will disclose any information from 
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this production or letter to a third party. Such treatment would be consistent with the respect for 
privileged and confidential infomialion that the Subcommittee has shown in the past. 

Please feel free to contact us at (202) 663-6430 should you have any questions. 

Sincerely, 

Reginald J. Brown 
Laura Miiranchek Husstiin 

Enclosures 

cc: Jon jMosIc 

Henry K.lchm III 
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WB COMPANIES LAW r2004 REVBrOhn 
OFIHE CAYMAN ISLANDS 
eOKff ANY UMTTBD BY SHARES 
MEMORANDUM OF ASSOCIATION 
OF 


Gemstone CDO VU Ltd. 



Hie name of the Company is Gemstone CDO VO Ltd. 

The registered ofRce of the Company shall be at the offices of Deutsche Bank (Cayman) 
lindmd, P.O. Box 1984GT, Elizabethan Square, Gemge Town, Grand Cayman, Cayman 
Elands ot at such other place as the Directors may &om time to rifne decide. 

Ihe objects for which the Company is established are unrestricted and die Company shall 
have full power and authority to carry out any object not prohibited by the Companies 
Law {2(KM Revision) or as the same may be revis^ from time to time, or any other law 
of the Cayman Islands. 

The Mabiiity of each Member is limited to the amount from time to time unpaid on such 
Member^ shares. 

The share capital of the Company is US$50,000.00 divided into 50,000 shares of a par 
value of US$1.00 each. 

The Company has power to register by way of continuation as a body corporme limited 
by shares under the laws of any jurisdiction outside the Cayman Islands and to be 
doegistered in the Cayman Islands. 

Capitalised lemis that arc not defined in this Memorandum of Association bear the same 
meaning as those given in the Articles of Association of the Company. 
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COMPANY LIMITED BY SHARES 


ARTTOJES OF ASSOCIATION 
OF 

Gemstone C1K> VB LtiL 
INTERPRETATION 


CttMillimyiliot 


in these Articles Table A in the Rist Schedule to the Statute does not apply and, unless 
th^ is something in the subject or context inconsistent therewith: 


’'Artkks" 

“Au^tor" 

"Company” 

"Directors" 

"DWidaid" 

"Electronic Record” 

''Member" 

"Memorandum" 

"Ordinary Resolution" 


HegiEler (HTMmibm” 


"Registered CMBce" 


means these articles of association of the Company. ' 

means the person for the time bring perfcHining the 

duties of auditor of the Cmnpany (if any). 

means toe above nrined company. 

means tire directors for the time bring of the Company. 

incluctes an interim tovidend. 

has tire same meaning as in the Electronic Transactions 

Law (2003 Revision). 

has the same meaning as in the Statute. 

means the memorandum of association of toe 

Company. 

means a resolution passed by a simple majority of the 
Ktombers as, being entitled to do so. vote in peraon or, 
where proxies are allowed, by proxy at a general 
meeting, and includes a unanimous written resolution. 
In computing the majority when a poli is demanded 
regard shall be had to the number of votes to which 
each Member is entitled by the Articles, 
means the register maintained in accordance with toe 
Statute and includes (except where otherwise stated) 
any dupheate Register of Members, 
means the registered office for toe time bring of the 
Company. 

means toe common seal of the Company and^ 
every dupheare seal. 


see 
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"Share" and "Shares" 


"Speda! ^solulioD" 


means a share or Stares in the Company and includes a 
faction of a share. 

has the same meaning, in the Statute, and mclu^ a 
unanimous written.resolution. 


"Statute" means the Companies Law (2004 Revidtm) of the 

Cayman Islands. 

In the Articles: 

2.1 words importing the singular number include the plural numb^ and vice-v«rea; 

2.2 words importing the masculine gender include the feminine gender, 

2.3 words inmorting persons include corporations; 

2.4 "written" and "in writing" include alt modes of representing or reproducing words 
in visible form, including in the form of an Electronic Rec^; . 

2.5 references to provisions of any law or regulation shall be construed as references 
to those provisions as amended, modified, tC'enacted or replaced from time to 
time; 

2.6 any phrase intiochiced by the terms "including", "include", "in particular" of any 
similar expression shall be construed as illustrative aird shall not limit the sense of 
the words preceding those terms; 

'2.7' headings arc inserted for reference only and shall be ignored in construing these 

Articles; and 

2.8 in these Articles Section 8 of the Sectronic Transactions Law (2003 Revision) 
shall not apply. 


The business of the Company may be commenced as soon after incoiporation as the 
Directors shall see fit 

The Directors may pay, out of the ci^tal or any other monies of the Company^ all 
expenses incurred in or about the formation and establishment of the Company, including 
the expenses of registration. 

Subject to the provisions, if any. in the Memorandum (and to any direction that may be 
given by the Company in general meeting) and without prejudice to any rights attached to 
any existing Shares, the Directors may allot, issue, grant options over- or otherwise 
dispose of Shares (including fractions of a Share) with or without preferred, deferred or 
other rights or restrictions, whether in regard to Dividend, voting, return of capital or 
otherwise end to sut^ persons, at such times and on such other terms as they think proper. 

Hie Company shall not issue Shares to bearer. 
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j^BRISTpt OF MEMBERS 

7 m Company shall maintain or cause lo be, maintained the Register of Members in 
accordance with the Statute. 

n fVtiTNf! RKCfSTER OF M R MBKRS OR FIXING KBCOjOl PATg 

to order K) mate a determination of Members for any other proper- poryse. 

immediately preceding die meeting. 

of dewmining the Members entitled to tweive payment of any Dividend or to order 
mate a determination of Members for any oflrer proper purpose, 

any «ijoummcnt thereof. 

nrnTiyiCATES FOR SHAI^ 

SSr.'r.'.SIi ^ -«i- •W'™<^“XSS1E5 

s;sr~“— ""5^— 

been surrendered and cancelled, 
sufficient delivery to all of them. 

ZZbly toLned by the Company to invesUgating evidence, as the Directors may 
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presaibe, and (in the case of defacement or wearing out) upon delivery of the old 
certificate. 

TiiaN!iFF.R OF SHARES 

Shams are liansferable subject to the consent of the Directors who may, in their abwlute 
SSr teftTto resster any transfer of Shares without giving any ^ 

to regisSatransfer they shaU notify the transferee wrthrn two n^ 

such refusal. 

The instrunrent of transfer of «ry Share shall be in writing 

behalf of the transferor (and if the Directors so reqi^, ^ 

mmsferor shall be deemed to remain the haidet of a Share untrl the name of the transferee 

is entraed in the Register of Merabera. 

onnirMPnON AND pirP)i)»r.HASE OF SHA^ 

S^^tion of such Shares shall be effected in such manner as the Company may, y 
Special Resolution, determine before the issue of the Shares. 

|Sn”ry 

manner of purch^e by Oitiinary Resolution. 

The Company may make a payment in respect of the redempUon or purchase of its own 

SLstry manner permi^by the St^ute. includinsout of caprtal. 

OF RIGHTS or SHAftES 

„ s. any time the share capi^ Co^is^diw^^a^^^^^ 

Shares of that class. 

class md that any holder of Shares of the class picsetfi in person or by proxy y 
demand a poll. . . . j 

The rinhts conferred upon the holders of the Shares of any claas issued with pref»™ “ 

ranking pari pMsu therewith. 

rOMMlSSlON nM sai.F. OF SHARES 
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jaymoit of cash and/or the issue of fully or partly paid-up Shares. The Company may 
dso on any issue of Shares pay such broheiage as may be lawful. 

Mniu.HRr,OGNTnON OF TRUSTS 

The Company shall not be bound by or compeUed to rcoo^se in my ''“V 

notified) my Muitable, contingent, future or partial interest in my Shm, 

as is othUdsTprovided by these Articles or the Statute) my other ST® 

Share other thm m absolute right to the entirety thereof in the registered holder. 

T .1KN ON SHAKES 

The Compmy shall have a first md paramount lien on all Shares (whether My 
orLrt in die name of a Member (whether solely orjointiy with fters) for all 

rtebte'^laSlities or engagements to or with the Compmy (whedier 
^by such Member or his estate, either alone orjointiy with 
a Member or not, but the Directors may at any tune declare my Shai^^ wholly 
nm from the provisions of this Aiticle. The registration of a i^sfer of my such 

Stare sM operate as a Waiver of the Compmyb lien theiwn ^ Compmy's hen on a 
Share shall also extend to my amount payable in respect of that Share. 

•me Compmy may sell, in such mmner as the Directora thinlc fit, my Shares on wWch 
ta SZ hri to, if a sum in respect of which the hen exism is f W*''- 

and is nra itad within fourteen clear days after notice has been given to the holder of fte 
S^^or ro «i"Sed to i, rconsequence of the death ot banta,tay^ 
K, demmdinrpaynicnt md stating that if the notice is not complied with the Shares 

may be sold. 

To give effect to my such sale the Directors may authorise P^“ “ 
insmmmt of trmsf« of the Shares sold to, or in accotdmm with 1^ 

The purohaser or his nominee shall be registered as the holder of fte Sh^ 
rnmorised in anv such transfer, md he shall not be bound to see to the appheation of the 

The net proceeds of such sale after payment of costs, shall be appUed in P*!™™' ^ 
mrt of die amount in respect of which the lien exists as is presently pebble md my 
Sue SumbjecTin^ lien fe sums not presently payable as ' 

before die iale) be paid to the person entitled toThe Shares at the date of the sal . 

CAIX ON SHAKES 

Subtect to the terms of the allotment the Directors may from time to time make “'Js “1^ 

thTsubsequenl transfer of the Shares in respect of wtueb the call was made. 
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29 A call stall be deenad W have been made al the time when the.resoluticm of the t&(«tors 
authorising such call was passed. 

30 The joint holders of a Share shaD be jointly and severally liable to pay all calls in respect 
thereof. 

31 If a call remains unpaid after it has become due and payable, the person whom it is 
due shall pay interest on the amount unpaid from the day it became dre and payable until 
it is paid at such rate as the Directors may determine, but the Directors may waive 

payment of the interest wholly or in part 

32 An amount payable in respect of a Share on allotment or at any fined date, wheArr on 
account of die par value of the Share or premium or otherwise, shall be deemed to be a 
call and if it is not paid all the provisions of these Articles shall apply as if that amount 
had become due and payable by virtue of a call . 

33 The Directors may issue Shares with different terms as to the amount and times of 

payment of cails, or the interest to be paid. 

34 The Directors may. if they think fit, receive an amount ftom any Member wiUtoS “ 
advance all or any part of the monies uncalled and unpaid upon any Shares held by htm, 
and may (until the amount would otherwise become payable) pay interest at such rate m 
may be agreed upon between the Directors and the Member paying such amount in 
advance. 

35 No such amount paid in advance of calls shall entitle the Member paying such amount to 
any portion of a Dividend declared in respect of any period prior to the date upon which 
such amount would, but for such payment, become payable. 

srORFF-miRE OF SHARES 

36 If a call remains unpaid after it has become due and payable the Directors my give to the 

peison from whom it is due not less than fourteen clear days notice requimg “ 

the amount unpaid together with any interest, which may have accrued. The "Ob® , 
specify Where payment is to be made and shall state that if the notice is not complied with 
the Shares in respect of which the call was made will be liable to be forfeited. 

37 If the notice is not complied with any Share in respect of which it was given iMy, befw 
the payment te()Uired by the notice has been made, be forfeited by a traction the 
Directors. Such forfeiture shall include all Dividends or other monies declared payable m 
respect of the forfeited Share and not paid before the forfeiture. 

38 A forfeited Share may be sold, re-allotted or otherwise disposed pf on such tms and in 
such manner as the Directors think fit and at any time before a s^, roellotoent OT 
disposition the forfeiture may be cancelled on such terms as the Directors think tit. 
Where for the purposes of its disposal a forfeited Share is to be transferred to 

the Directors may authorise some person to enecute an instrument of transfer of the Share 
in favour of that person. 

39 A peison any of whose Shares have been forfeited shall cease to be a Mera^ter^iect 

of foem and shall surrender to the Company for cancellation the Mriific^for foe Sharra 
forfeited and shail remain liable to pay to the Company all monies which at the date of 
forfeiture were payable by him to the Company in respect of those Shares togettier with 
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interest, bm his liability shall cease if and when the Ccanpany shall have received 
payment in full of all monies due and pay^le by him in respect of those Shares. 

40 A certificate in writing under the hand of one Director or officer of die Company thrt a 
• Share has been forfeited on a specified date shall be conclusive cvideitec of die fact as 

against all persons claiming to be endtled to the Share. The certificate shall (subject to 
die execution of an instrument of transfer) constitute a good title to die Share and the 
person to whom the Share is disposed of shall not be bound to see to the application of 
the pundiase money, if any, nor shall his title to the Share be affected by any irregularity 
or invalitfity in the proce^ngs in reference to the fenfeiture. sale or dispc»al of die 
Share. 

41 The provisions of these Articles as to fbifeiturt shall apply in the cmc of non-pa)TOent of 
any sum which, by the terras of issue of a Share, becomes payable at a fixed time, 
wf«th« on account of the par value of the Share or by way of premiara as if It had been 
pa^ble by virtue of a call duly made and notified. 

transmission of shares 

42 If a Membor dies the survivor or survivors where he was a joint holder, and his legal 
pereonal lepresentotives where he was a sole holder, shall be the only persons reco^isM 
by the Company as having any tide to his interest The estate of a deceased M^ntrer is 
not thereby released from any liability in respect of any Share, which had been jointly 
held by him. 

43 Any person becoming entitled to a Share in consequence of the death or banlouptcy or 
Uquidation or dissolution of a Member (or in any other way than by transfer) iMy, upon 
such evidence being produced as may from time to time be required by the Diiecm 
elect either to become the holder of the Share or to have some person nominated by him 
as the transferee. If he elects to become the holder he shall give notice to the Compmy to 
that effect, but the Directors shall, in either case, have the same right to decline or 
suspend registration as they would have had in the case of a transfer of the Share by that 
Member before his death or bantouptcy, as the case may be. 

44 If the person so becoming entitled shall elect to be registered himself as holder he shall 
deliver or send to the Company a notice in writing signed by him stating that be so elects; 

45 A perron becoming entitled to a Share by reason of the death or bankruptcy or liqradatiOT 

or dissolution of the holder (or in any other case than by transfer) shall be entitled to the 
same Dividends and other advantages to which he would be entitled if he were the 
registered holder of the Share. However, he shall not, before being registered as a 
Member in respect of the Share, be entitled in respect of it to exercise any right confe^ 
by membership in relation to meetings of the Company and the Directors may at any time 
give notice requiring any such person to elect either to be registered himself or to transfer 
the Share. If the notice is not complied with within ninety days the Directors may 
thereafter withhold payment of all Dividends, bonuses or other monies payable in respect 
of the Share until the requirements of the notice have been complied .with. 

A X/nrr^MRNTS OF MEMORANDUM AND A RTICI^ OF ASSPCIATIQI^ AWP 
alteration OF CAPITAL 

46 The CompMiy may by Ordinary Resolution: 
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46.1 incfease the share capital by such sum aa the resolution shall prescribe and with 
sudj lights, priOTties and privileges annexed thereto, as the Company in general 

■ meeting may determine; 

46.2 ccmsolidate and divide all or any of its share capital into Shares of larger armnint 
than ite existing Shares; 

46.3 by subdivision of its existing Shares or any of them divide the whole or any part 
of its share capital Into Shares of sinaller amount fiian ,is fixed by die 
Memorandum or into Shares without par value; and 

46.4- cancel any. Shares that at the date of the passing of the resolution have not been 
telOTi or agreed to'be taken by any person. 

47 All new Shai^ created in accordance widt the provisions of the precedmg Article sh^l 
be subjwJt to the same provisions of the Articles with reference to the paymrat of calls, 
liens, transfer, transmission, forfeiture and otherwise as the Shares in the originai share 
capital. 

48 Subject to the provisions of the Statute and the provisions of these Articles as regards the 
maUers U> be dealt with by Ordinary Resolution, the Company may by Speaal 
Resolution: 

^.1 change its name; 

48.2 alter or add to these Articles; 

■ 48.3 alter or add to the Memorandum widi rcsi»ct to any objects, powers or t^er 
matters specified therein; and 

48.4 reduce its share cafrital and any c^tal redwnplion reserve f^d. 

WRCISTERED OFFICE 

49 Subject to the provisions of the Sutute, the Cojnpsny msy by resolution of the Directors 
change the location of its Re^stered C^ce. 

GENERAL ME ETINGS 

50 All general meetings other than annual general meetings shall be called extraordinary 
general meetings. 

51 The Company shall, if required by the Statute, in each year hold a general mcelii^ as its 
annual general meeting, and shall specify the meeting as such in the notices calling It. 
The annual general meeting shall be held at such time and place as the Ehrretj^ shall 
appoint and if no other time and place is prescribed by them, it shall be held at the 
Registered Office on the second Wednesday in December of each year at ten obiMk in 
the morning. At these meetings the report of the Diiectois (if any) shall be presented. 

52 ■ The Company may hold an annual general meeting, but shall not (unless required by 

Statute) be obliged to hold an annual general meeting. 

53 ■ The Directora may call general meetings, and they shall on a Membws rttjuisition 

fOTthwith proceed to convene an extraordinary general meeting of the Comjwny. 
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A Membere requisition is a requidtion of Membtsrs of the Company holding at the date of 
deposit of the requisition not teas than ten per cent, in par value of the cq>ital of the 
Company which as at that date carries the ri^t of voting at general me^n^ of the 
Company. 

The requisition must stale the objects of the nreeting and must be signed by the 
requisitionistB and deposited at the Rostered Office, and may consist of several 
documents in like form each signed by one ot more reqidsitionists. 

If the Directors do not within twenty-one days ftom the date of the deposit of the 
requisition duly proceed to convene a gwieral meeting to be held widtin a further twenty- 
one days, the leqtdsitionists, or any of them representing more than one-half of the 
voting rig^ite of all of them, may themselves convene a general meeting, but any meeting 
so convened shall not be held after the expiration of three months after the expiration of 
the said twenty-one days. 

A general meeting convened as aforesaid by requisitionists shall be convened in the sarrre 
manner as nearly as possible as that in which general meetings are to be convened by 
DireettMS. 

NOTirR OF GENERAL MEETINGS 

At least five days’ notice shall be given of any general meeUng. Every notice shall be 
exclusive of die day on which it is given or deemed to be given and of Ac day f<w which 
it is given and shall specify the place, the day and the hour of the meeting and the general 
nature of Ae business and shall be given in manner hereanafter mentioned ot m such 
other manner if any as may be prescribed by the Company, provided Aat a general 
meeting of the Company shall, whether or not Ae notice specified in this regulation has 
been pven and whcAer or not the provisimis of-the Articles regtoding general meeting 
have been complied with, be deemed to have been duly convened if it is so agreed: 

58.1 in Ae case of an annual general meeting, by all the Members (or Aeir proxies) 
entitled to attend and vote Aereat; and 

58.2 in the case of an extraordinary general meeting, by a majority in number of Ae 
Mcmbcre (or Aeir proxies) having a right tb attend and vote at Ae meeting, being 
a mtgority together holAng not less Aan ninety-five per cent, in par value of Ae 
Shares giving Aai right. 

Tbe accidental omission to give nwice of a general meeting to, or Ae non-receipt of 
notice of a meeting by. any person entiQed to receive notice shall not invalidate the 
proceedings of that meeting. 

PROCEEDINGS AT MFETINGS 

No business shall be transacted at any general meeting unless a quorum is present. Two 
Members being individuals present in pCTSon or by proxy or if a coTporation or other non- 
natural person by Its duly auAorised representative shall be a quorum unless the 
Company has only one Member enUtled to vote at such general meeting in which case Ae 
quorum shall be Aat one Member present in person or by proxy or (in Ae case of a 
corporation or oAer non-natural {wrson) by a duly authorised rejnesMitative. 
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61 A person may participate at a general meeting by conference telephone or other 
communications wjuipmcnt by means of which all fte persons participating in the 
meeting can communicate with each other.. ParUcipation by a pwson in a genemi 
n^eting in titis manner is treated as presence in person at that meeting. 

62 A resolution (including a Special Resolution) in writing (in one or more counterparts) 
Biped by rfl Members for the time being entitled to receive notice of and to attend and 
vote at general meetings (or, being corporations, signed by their duly authorised 
representatives) shall be as valid and effective as if the resolution had been passed at a 
general meeting of the Company duly convened and held. 

63 If a quorum is not present within half an hour from the time appointed for the meeting or 
if during sutir a meeting a quemun cewes to be present, the meeung, if convened tq>on 
die requisition of Members, shall be thssolved and in any other case it shall stand 
at^oumed to the same day in the next week at the same time and place or to such o&er 
day, time or such other place as the Wrectors may determine, and if at the adjourned 
meeting a quorum is not present within half an hour from the lime appointed for the 
meeting the Members present shall be a porum. 

64 The chairman, if any. of the board of Diiecton shall preside as chairman at every general 
meeting of the Company, or if there is no such chairman, or if he shall not Ire present 
wititin fifreen minutes after the time appointed for tire holding of the meeting, or is 
unwilling to act, the Directors present shall elect one of their numbw to be chainnan of 
the meeting. 

65 If no Director is willing to act as chainnan or if no Director is present within fifteen 
minutes after the time appointed for holding the meeting, the Members present shall 
choose one of their number to be chainnan of the meeting. 

66 The chairman may, with the consent of a meeting at which a quorum is present, (and shall 
if so directed by the meeting), adjourn the meeting from time to time and from place to 
place, but no business shall be transacted at any atljoumed meeting other than the 
business left unfinished at the meeting from which the adjournment took place. When a 
general meeting is adjourned for thirty days or more, notice of the adjourned meeting 
shall be given as in the case of an original meeting. Otherwise it shall not be necessary to 
give any such notice. 

67 A resolution put to the vote of the meeting shall be decided on a show of hands unless 
before, or on the declaration of the result of, the show of bands, the chairman demands a 
poll, or any other Member or Members collectively iwesent in pereon or by proxy and 
holding at least ten per cent in par value of the Shares giving a right to attend and vote at 
the meeting demand a poll. 

68 Unless a poll is duly demanded a declaration by the chairman that a resolution has been 
carried or carried unanimously, or by a particular majority, or lost or not carried by a 
particular majority, an entry to that effect in the minutes of the proceedings of tire 
meeting shall be conclusive evidence of that fact without proof of the numba* or 
proportion of the votes recorded in favoorof or against such resolution. 

69 The demand for a poll may be withdrawn. 
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Bsoept on a poll demanded, on the elecdon of a chainnan or on a question of 
adjouninient, a poll shall be taken as the chainnan directs, and the result of the poll shall 
be deemed to be the resolution of the general meeting at which the poll was demanded. 

A poll demanded on the election of a chairman or on a question of adjournment shall be 
taken forthwith. A poll demanded on any other question shall be taken at such time as 
the chairman of the general meeting directs, and any business other than that upon which 
a poll has been demanded or is contingent thereon may proceed pending the taking of the 
poll. 

In the case of an equality of votes, whether on a show of hands or on a poll, the chaimran 

shall be entitled to a second or casting vote. 

VOTES OF MEMBEKS 

Subject to any rights .or restrictions attached to any Shares, on a show of hands every 
Member who (being an individual) is present in person or by prosy or, if a corporation or 
other non-natural person is present by its drrly authorised representative or proxy, shall 
have one vote and on a poll every Member shaU have one vote for every Share of which 
he is the holder. 

In the case of joint holders of record the vole of the senior holder who tenders a vote, 
whether in person or by proxy, shall be accepted to the exclusion of the votes of the other 
joint holders, and seniority shall be detetmined by the order in which the names of the 

holders stand in the Register of Merabeis. 

A Member of unsound mind, or in respect of whom an order has been made by any cou^ 
having jurisdiction in lunacy, may vote, whether on a show of hands or on a poll, by his 
committee, receiver, curator bonis, or other person <»t such Member’s behalf appointed by 
that court, and any such commitlee, receiver, curator bonis or other person may vote by 
proxy. 

No person shall be entitled to vote at any general meeting or at any separate >^"8 
the holders of a class of Shares unless he is registered as a Member on the record date for 
such meeting nor unless all calls or other monies then payable by him in respect of Shares 
have been paid 

No objection shall be raised to the qualificBUon of any voter except at the general 
meeting or adjourned general meeting at which the vote objected to is given or tendered 
and every vote not disallowed at the meeting shall be valid. Any objection made in dye 
time shall be referred to the charman whose decision shall be final and conclusive. 

On a poll or on a show of hands votes may be cast cither personally or by proxy. A 
Member may appoint more than one proxy or the same proxy under one or more 
instruments to attend and vote at a meeting. Where a Member appoints more than one 
proxy the instrument of proxy shall state which proxy is entitled to vote on a show of 
hands. 

A Member holding more than one Share need not cast the votes in respect of his Sh'arra 
in the same way on any resolution and therefore may vote a Share or some or all such 
Shares eidier for or against a resolution and/or abstain from voting a Share or some or ml 
of the Shares and, subject to the terms of the instrument appointing him, a proxy 
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appointed wider one or more tnstruwenis may vote a Share or sonte or all of the Shares in 
respect of which he is appointed either for or against a resolution and/or abstain from 
voting. 

PROXIES 

The in^rpjitent ^jpointing a proxy shall be in writing, be executed under the hand of the 
appointor or of bis atorney duly aufeorised in writhig, or, if the appointor is a 
corporation under the band of an officer or attorney duly audtorised for ttiat purpose. A 
proxy need not be a Member of the Company. 

The Instnimwit appointing a proxy shall be deposited at the Registered Office or at such 
i^wr pirtee as is specified for that purpose in toe notice convening toe ineeting, or in any 
hatnimenl of proxy sent out by the Company: 

81.1 not less than 48 hours before the time for holding toe meeting or adjourned 

meeting at which the person named in toe instruntenl proposes to vme; or 

81 .2 in toe case of a poll taken more than 48 hours after it is demanded, be deposited as 
aforesaid after toe poU has been demanded and not less than 24 hours before toe 
time appointed for toe taking of the poll; or 

81.3 where toe poll is not taken forthwith but is taken not more than 48 lK)ur8 after it was 
demanded be delivered at the meeting at which toe poll was demanded to toe 
chairman or to the secretary or to any director, 

provided that toe Directors may in toe notice convening toe meeting, or in an instrumem 
of proxy sent out by the Company, direct that toe instrument appointing a proxy may be 
deposited (no later than the time for holding the meeting as adjourned meeting) at toe 
Registered Office or at such other place as is specified for that purpose in toe notice 
convening the meeting, or in any instrument of proxy sent out by toe Company. The 
chairman may in any event at his discretitm direct that an instrument of prtwiy shrdl be 
(teemed to have been duly d^wsited. An instrument of proxy that is not deposited in the 
manner permitted shall be invalid. 

The instrument {^pointing a proxy may be In any usual or common form and may be 
expressed to be for a particular meeting or any adjournment toereof or generally until 
revoked. An Instrument appointing a proxy shall be deemed to include the power to 
demand or join or concur in demanding a poll. 

Votes given in accordance with the terms of an insuument of proxy shall be valid 
notwithstanding the previous death or insanity of toe principal or revocation of the proxy 
or of toe authority under which toe proxy was executwi, or toe transfer of the Share in 
respect of which the proxy is given unless notice in writing of such death, insanity, 
revocation or transfer was received by toe Compwiy at toe Registered Office before the 
commencement of the general meeting, or adjourned meeting at which it is sought to, use 
the proxy. 

CORPORATE MEMBERS 

Any corporation or other non-natural person which is a Member may in accorxJance with 
its constitutional documents, or in the ateence of such provision by rwolution of its 
cUrectois or other governing body, axithorise such person as it thinks fit to act as its 
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representative at any meeting of the Company or <>f any class of Meanbere, and the pwson 
so authorised shall be entitled to exercise tte satne powers on behalf of the corporation 
which he represents as the corpor^mi could exercise if it were an individual Me]id>er. 

RHA RRS THAT MAY NOT BE VOTED 

Shares in die Company that are benelictally owned by the ConqiMiy shall not be voted, 
directly or indirecUy, at any meeting and shall not be emmted in determining the total 
number of outstanding Shares at any ^ven time. 

DIRECTORS 

There shall be a board of IMiectors consisting of not less than <me person (excliBive of 
alternate Directors) provided however diat die Company may from time to time by 
Ordinary Resolution increase or reduce the limits in the number of Directors. The first 
DirectOTB of the Company shall be determined in writing by, or t^pointed by a resolution 
of, the subscribers. 

POWERS OF DIRECTORS 

Subject to the imivisions of the Statute, the Memorandum and the Articles and to any 
directions given by Special Resolution, the business of the Company shall managed by 
the Directors who may exercise all the powers of the Company. No alteration of the 
Memorandum or Articles and no such direction ^all invalidate any prior act of the 
Directors which would have been valid if that alteration had not been made or that 
direction had not been given. A duly COTVcn«i meeting of Directors at which a quorum 
is present may exercise all powers exercisable by the Directors. 

All cheques, {ffomissory notes, drafts, bills of exchange and other negotiable instnunents 
and all receipts for monies paid to the Company shall be signed, drawn, accepted, 
endorsed or otherwise executed as the case may be in such maimer as the Directors shall 
determine by resolution. 

The Directors on behalf of the Company may pay a gratuity or pension or allowance on 
retirement to any Director who has held any other salaried office or place of profit with 
the Company or to his widow or dependants and may mate contributions to any fund and 
pay premiums for the purchase or provision of any such gratuity, pension or allowance. 

The. Directors may exercise all the powers of the Company to borrow money and to 
mortgage or charge ite undwiaking, propwty and uncaDed capital or any part thereof and 
to issue debentures, debenture stixk, mort^ges, bonds and other such securities whether 
outright or as security for any debt, liability or obligation of the Company or of any third 
party. 

APPOINTMENT AND REMOVAL OF DIRECTORS 
Tlie Company may by Ordin^ Reso!ati<m appoint any person to be a Director or may 
by Ordinary Resolution remove any Director. 

Hie Directors may appoint any person to be a Director, either to fill a vacancy or as an 
additional Director provided that the aj^intment does not cause the number of Directors 
to exceed any number fixed by or in accordance with the Articles as the maximum 
number of Directors. 
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VACATION OF OFFICE OF DIRECTOR 

The office of a Director shall be vacated if: 

93.1 he gives notice in wiiting to the Company that be r^gns the office of Director; or 

93.2 if he ateents himself (without being represented by proxy or an alternate Director 
appointed by him) from three consecutive meeting of the boffid of Directors 
without special leave of absence from the Director, and they |»S5 a moludcm 
that he has by reason of such absence vacated office: or .. 

93.3 if he dies, becomes bankrupt or makes any arrangement or competition with hts 
creditors generally; or 

93.4 If Ite is found to be or becomes of unsound mind; or 

93.5 if all dte odrer Directors of the Company (being not less than two in number) 
resolve that he sheniid be removed as a Director. . 

PROCEEDINGS OF DIRECTORS 

The quorum for the transaction of the business of the Directors may be fix^ by the 
Directors, and unless so fixed shall be two if there are two or more Directors, and sh^l be 
one if there is only one Director. A person who holds office as an alternate Director 
shall, if his {q>pointor is not present, be counted in the quorum. A Director who also ^ 
as an altenute Director shedl, if his aj^intor is not present, count twice towank the 
quorum. 

Subject to the provisions of toe Articles, toe Directors may regulate their proce^ngs as 
they think fit. Questions arising at any meeting shall be decided by a majority of votes. 
In the case of an equality of votes, the chairman shall have a second or casting vote. A 
Director who is also an rtoemate Director shall be entitled in toe absence of his appointor 
to a separate vote on behalf of his appointor in addition to his own vote. 

A person may participate in a meeting of the Directors or committee of Directors by 
conference telephone or other communications equipment by means of which ail toe 
persons participating in the meeting can communicate with ea^ other at the same time. 
Participation by a person in a meeting in this manner is treated as presence in person at 
that meeting. Unless otherwise determined by the Directors toe meeting shall be deemed 
to be held at the place where toe chairman is at toe start of the meeting. 

A resolution in writing (in om or more counterparts) signed by all the Directors or all the 
members of a committee of Directors (an alternate Director being entitled to sign such a 
resolution on behalf of his {q)pointor) shall be as vatid and effectual as if it hMi been 
passed at a meeting of the DirectOTS, or committee of Directors as the case may be. duly 
convened and held. 

A Director or alternate Director may, or other officer of toe Company on the requisition 
of a Director or atteniate Director shall, call a meeting of toe Directors by at least two 
days’ notice in writing to .every Directs and alternate Director which notice shall set 
forth the general nature of the business to be considered unless notice is waived by all toe 
Dir^tens (or their alternates) citocr at, bcfwe w after the meeting is held. 
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■99 The cratinuing Directors may act notwithstanding any VKJancy in their tody, tot if and 
so long as their non^^ is reduced below the number fixed by or pursuant tp diese 
Articles as the necessary quoiium of Directors the continuing Directors or Director may 
act for die purpcHte of increasing the number of Directors to that number, or of 
summoning a ^erai meeting of the Company, tot fm* no other purpose. 

100 Hie Diiectors may elect a chairman of their board and determine the pt^od for whidh he 
■is to hold oificei tot if no such chairman is elected, or if at any meeting die chairman is 
not present within five minutes after the time appointed for holding die same, die 
Diiecmis present may cho(»e one of their number tt) be chairman of the noting. 

101 All acts done by any meeting of the Directors or of a committee of Directors (including 
any person uiting as an alternate Dir^tor) shall, notwithstanding that it to afterwards 
discovered that diere was sooae defect in the appointment of any Director ot alternate 
Director, or that they or any of them were disguadified, be as valid as if every such person 
haul been chrly appointed and qualified m be a Director or alternate Director as the case 
maybe. 

102 A Diiecter but not an alternate Director may to represented at any meetings of the board 
of Directors by a proxy appointed in writing by him. The proxy shall count tewanis the 
quorum and the vote of the proxy shall for all purposes be deemed to to diat of the 
^^inting Director. 

PRESUMPTION OF ASSENT 

103 A Director of die Company who is present at a meeting of the board of Directcns at which 
»;tion on any Company matter is taken shall to [resumed to have assented to the Ktion 
taken unless his dissent shall to entered in the minutes of the meeting or unless he shall • 
file his written dissent from such action with the person acting as the chairman or 
secretary of the meeting before the adjournment thereof or shall forward such dissent by 
registered post to such person immediately after the acyoumment of the meeting. Such 
ri|^t to dissent shall not apply to a Direcmr who voted in favour of sudi action. 

DIRECTORS* INTERESTS 

104 A Director may hold any other office or place of profit under the Company (other than 
the office of Auditor) in conjunction with his office of Director for such period and on 
such terms as to remuneration end otherwise as the Directors may determine. 

105 A Director may act by himself or his firm in a professional capacity for the Company and 
he or his finn shall be entitled to remuneration for professional services as if he were not 
a Director or alternate Director. 

1(M A Director or alternate Director of the Company may to or becmne a director or odier 
officer of or otherwise interested in any company promoted by the Company or in which 
the Company may be intrusted as sbar^older or otherwise, and no such Director or 
alternate Director shall be accountable to the Company for any remuneration ot other 
benefits received by him as a director or officer of, or firom his interest in, such other 
company. 

107 . No person shall be disqualified from the office of Director or alternate Director or 
prevented by such office from conintcting with the Company, either as vendor, purchaset 
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or otherwii^, nor shall any such contract or any <^htr8C^ or transaction entered into by or 
on behalf of the Company in whidt any Director or alternate Directed shall be in any way 
inumssUKl be or be liable to be avotd^, nor shall any Diractor or alternate Director so 
contracting or being so interested be Hable to account to the Company for any profit 
realised by any such ccmtr»;t or transaction by reason of such Director holding office or 
of the ildneiary lotion thereby established. A Director (or his alternate Direr^r in his 
absents) ^all be at liberty to vote in respect of any contract or transaction in which he is 
intorest^ |m>vi(ted that the nature of the interest of any Dir^^tor or alternate Director in 
any such conbract oi transaction shall be disclosed by him at or prior to its cemsideration 
and any vote dtweon. 

A general notice that a Director or alternate Director is a sharehol(ter, director, officer or 
employee of any specified firm or company and is to be reganted as interest^ in any 
transaction with such firm or company ^ail be sufficient disclosure for the purpose of 
voting on a re^lution in respect of a contract or transaction in'which he has an interest, 
and after such general notice it shall not be necessary to give spedal notice relating to 
any particular transaction. 

MINUTES 

The Directors shall cause minutes to be made in boolcs kept for the purpose of all 
appointments of officers made by the Directors, all proceedings at meetings of toe 
Company or the holders of any class of Shares and of the Directors, and of committees of 
Directors including the names of the EHrectors or altem^ Directore present at each 
meeting. 

DELEGATION OF PIRECTOKS* POWERS 
Tbe Directors may delegate any of toeir powers to any committee consisting of one or 
more Directors. They may also delegate to any managing director or any Director holding 
any other executive office such of toedr powers as they consider desirable to be exercised 
by him provided that an alternate Director may not act as managing director and the 
appointment of a managing director shall be revoked forthwith if he ceases to be a 
Director. Any such delegation may be made subject to any conditions the Directors may 
impose, and dther collaterally with or to toe exclusion of their own powers and may be 
revoked or altered. Subject to any such conditions, the proceedings of a committee of 
Directors shall be governed by the Articles regulating toe proceedings of Direclon, so far 
as they are capable of ^plying. 

The Directors may establish any committees, local boards or agencies or appoint any 
person to be a manager or agent for managing the affairs of toe Company and may 
appoint any person to be a member of such committees or local boards. Any such 
appointment may be made sut^ect to any conditions the Directors may impose, and eitoer 
collaterally with or to the exclusion of their own powers and may be revoked or altered. 
Subject to any such conditions, the proceedings of any such committee, local board or 
a^cy shall ^ governed by the Articles regulating the proceedings of Directors, so far 
as they are capable of applying. 

The Directors may by power of attorney or otherwise appoint any p«son to be toe a^t 
of the Company on such conditions as the Directors may determine, provided that the 
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delegation is not to the eAclt^on of their own powers and may be revoked by the 
Directois at any time. 

1 13 The Directors may by power of attorney or otherwise appoint any company, firm, person 
or body of persons, whether nominated directly or indirectly by die Directois, to be the 
attorney or authorised sign^O* of ^ Company for such puipose and with such powers, 
audimities and discretions (not exceeding those vested in or exercisable by die Directc^rs 
under these Articles) and for such period end subject to such conditions as they may think 
fit, and any such powere of attorney or other appointment may contain such provisions 
for the protection and convenience of persons dealing with any such auomeys or 
authtmsed signatories as the Directcus may think fit and may also authorise any 
attorney or authorised signatory to delegate all or any of the powers, authorities and 
ddscretions vested in him. 

114 Hie Directers may aj^int such officers as they consider necessary on such terms, at 
such remuneration and to perform such duties, and subject to such provisions as to 
disqualification and removal as the Diiecters may think fit. Unless otherwise specified in 
die tenns of his appointment an officer may be removed by resolution of the Z^recioia or 
Members. 

ALTERNATE DIRECTORS 

115 Any Director (odier than an alt^ate Director) may by writing appoint any other 
Director, w any other person willing to act, to Ite an alternate Director and by writing 
nay remove from office an altemrUe Director so appointed by him. 

116 An alternate Director shall be entitled to receive notice of all meetings of Directors and of 
all meetings of committees of Directors of wliich his appointor is a member, te attend and 
vote at every such meeting at which the Director appointing him is not personally 
present, and generally to perform ail the functions of his appointor aa a Director in his 
absence. 

1 17 An alternate Director shall cease to be an alieroate Director if his appointor ceases to be a 
Director. 

118 Any appointment or removal of an alternate Director shall be by notice to the Company 
signed by the Director making or revoking the appointment or in any other manner 
approved by the Directors. 

119 An alternate Director shall be deemed for all purposes to be a Director end shall alone be 
responsible for his own acts and defaults and shall not be deemed to be the agent of the 
Director appointing him. 

NO MINIMUM SHARRHOLDING 

120 The Company in general meeting may fix a minimum shareholding required to be held by 
a Dfrecter, but unless and until such a shareholding qualification is fixed a Directm is not 
required, to hold Shares. 

REMUNERA-nON OF DIRECimS 

121 Ibe remunCTation to be paid to the Directors, if any, shall be such remun^tion as the 
Directors shall determine. The Directors shall also be entitled to be paid all travelling. 
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hotd ^ oUier expenses prop^y Incurred by diem in connection with d»ir attendance at 
meetings of Directors or commitu»s of Ditectois, or genera] meetings of the Company, 
OF sei^rate meetings of the holders of any class of Sh8n» or debentures of tire Company, 
or otherwise in connection 'with the business of the Company, or to receive a fix^ 
allowance in res{»ct thoeof as may be determined by the Directors, or a combination 
partly of erne such method and partly the otiier. 


122 


123 


124 



lire Dir^^irs may by resolution approve additional remuneration to any Dimct(^ for any 
services (Mher than his CHcdinary routine wotic as a Director. Any fees paid to e Director 
'R^io is also counsel or solldtor to the Company, or otherwise serves it in a {nofesrdonal 
cqiaci^ shall be in addition to his remuneration as a Director. 

SEAL 

The Company may, if Uie Directors so deternune, have a Sea). The Seal shall only be 
used by the authonty of the Directors or of a committee of the Directors authoiised by tiie 
Directors. Eatery instrument to which the Seal has been affixed shall be si^^ by at let^t 
one p^son who shall be eitoer a Director or some officer or other person appointed by 
the Directors for the purpose. 

The Company may have for use in any place or places outside the Cayman Islands a 
duplicate Seal or Seals each of which shall be a facsimile of the comnum Seal of the 
Company and, if the Directors so determine, with the addition on its face of the name of 
emy pl^e where it is to be used. 

A Director or ofneer, reprtsratative ot attorney of the Company may without further 
authority (tf the Directors affix the Seal ov^ his signature alone to any document of the 
Company required to be authenticated by him under seal or to be filed with the Re^stmr 
of Companies in tire Cayman Islands or elsewhere wheresoever. 


DVmPENDS. DlSTRlBUnONS AND RESERVE 

126 Subject to the Statute and this Article. ti>e Directors may declare Dividends and 
distributions on Shares in issue and authorise payment of the Dividends or distributions 
out of the funds of the Company lawfully available therefor. No Dividend or distribution 
shall be paid except out of the realised or unrealised profits of the Company, or out of the 
share premium account or as otherwise permitted by the Statute. 

127 Except as otiierwise provided by the ri^ts attached to Shares, all Dividends shall be 
decls^ and paid according to ^e par value of the Shares that a Member holds. If any 
Share is issued on terms providing that it shall rank for Dividend as ^m a particular 
date, that Share shall rank for Dividend accordingly. 

12S The Directors may deduct from any Ihvtdend or distribution payable to any Member all 
sums of money (if any) then payable by him to the Company on account of calls or 
otherwise. 


129 


The Directors may declare that any Dividend or distribution be paid wholly or partly by 
the distribution of specific assets and in particular of shares, debentures, or securiti^ of 
any other company orin any one or more of-such ways and where any difficulty arises in 
regard to such ^stribution, the Directors may settle the same as they think exjtedient and 
in particular may issue fiactioDal Shares and fix the value for distribution of such specific 
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assets or any part thereof and may d^ermine that cash payment shall be made to any 
Members upon the basis of the value so fixed in orden- to uljust the of all Members 
and may vest any such specific assets in trustees as may seem expedient to the Diiectom. 
Any Dividend, distribution, interest or other monies pay^Ie in cash in respect of Shares 
may be paid by wire transfer to the holder or by cheque dr warrant sent through the post 
direct^ to tiu; registered address of the holder or, in the case of joint holdere, to the 
registered suldress of the holder who is first named on the RegisU^ of Members or to such 
person and to siteh address as such holder or joint holders may in writing direct. Every 
such cheque or warrant ^all be made pa^ble to the order of the person to whom it is 
sent ^y one of two or more joint holders may give effectual receipte for any 
Dividends, bonuses, or other monies payable in respect of the Share held by Aem as joint 
holders. 

No Dividend or distribution shall bear interest against the Company, 

Any Dividend which cannot be paid to a hfember and/or which remains uiKilaimed afber 
six months from die date of (teclaration of such Dividend may, in the di^retion of the 
Directors, be paid into a separate account in the Company^ name, provided that the 
Dmipany shall not be constituted as a trustee in respect of that account and tiie Dividend 
shall remain as a debt due to the Member. Any Dividend which remains unclumed after 
a pericxl of six years from the date of declaration of such Dividend shall be forfeited and 
shall revert to the Company. 

CAPITALISATION 

Hie Directors may capitalise any sum standing to die credit of any of the Company^ 
reserve uteounts (including share premium «icoum and capital redemption reserve fund) 
or any sum standing to the credit of profit end loss account or otherwise available for 
distribution and to appropriate such sum to M^bers in the proportions in which such 
sum would have been divisible amon^t them had the same been a distribution of profits 
by way of Dividend and to apply such sum on their b^alf in paying up in full unissued 
Shares for allotment and distribution credited as fully paid-up to and amongst diem in the 
proportion aforesaid. In such event the Directors shall do all acts and things required to 
give effect to such capitalisation, with fuU power to the Directors to make such 
provisions as they think fit for the of Shares becoming distributable in fractions 
(inclu^g provisions wh^eby the benefit of fractional entitlements accrue to the 
Company radier than to the Members concerned). The Directors may authorise any 
person to enter on behalf of all of the Members interested into an agreement with the 
Company providing for such capitalisation and matters incidental thereto and any 
agreement made under such authority shall be effective and binding on all cmicemed. 

BOOKS OF ACCOUNT 

l^e Directors shall cause proper books of account to be Irept with respect to all sums of 
money received and expended by the Company and the matters in respect of which die 
receipt or expenditure takes place, all sales and purchases of goods by the Company and 
the asseta.and liabiiities.of die Company. Proper books shall not be deemed tote I^t if 
there are not kept such books of account as are necessary to give a true and fair view of 
the state of the ^mpany’s affairs and to explain its transactions. 
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The ZMiectors ^all fiom time to time determine Whether and to what extent and ts. what 
times and places and under what conditions or regui^ons the accounts and books of the 
Ccmipany or any of diem shall be open to the inspection of Kfemlm not being Direcuns 
and no Membra' (not brang a Director) shall have any ri^t of inspecting any aoxiunt or 
book or document of the Company except as conferred by Statute or authorised by the 
Directors or by the Company in general meeting. 

The I^iectors n»y from time to time cause to be pr^red and to be -laid before the 
Company in general meeting profit and lou accounts, balan^ group accounu (if 
any) and such other reports and accounts as may be requir^ by law, 

AUDIT 

Tlie Direemts nmy a^^oint an Auditor of the Company who shall hold (^ce until 
removed hrom office by a lesoludCHi of the Directors,' and may fix his or their 
ramuneradon. 

Evray Auditor of the Company shall have a right of access at all tuies to the bodks and 
^ounte and vouchers of the Company and shall be entitled to require from die Director 
and officers of the Company such information and explanation as may be necessary for 
the {Knforroance of the duties of die Auditor. 

Auditors shall, if so required by the Directors, make a report on die accounts of the 
Company during their tenure of office at the next annual general meeting following their 
appointment in the case of a company which is registered with the Registrar of 
Companies as an radinary company, and at the next extraordinary general siting 
following their appointment in die case of a company which is registered with dte 
Registrar of Companies as an exempted company, and at any other time during dieir term 
of office, upon request of the Directors ra any general meeting of the Members. 
NOTICES 

Notices shall be hi writing and may be given by the Company to any Member either 
personally or by sending it by courier, post, cable, telex, fax or e-maiJ to him or to his 
address os shown in the Register of Members (or where the notice is given by e>maii by 
sending it to the e-mail address provided by such Membra). Any notice, if posted from 
one country to another, is to be sent airmaili 

Where s notice is sent by courier, service of the notice shall be deemed to be effected by 
delivery of the notice to a courier company, and shall be deemed to have been received 
on the third day (not including Saturdays or Sundays or public holidays) following the 
day on which the notice was delivered to the courier. V^re a notice is sent by post, 
sravice of the notice shall be deemed to be effected by properly addressing, pre-paying 
and posting a letter containing the notice, and shall be deemed to have been received on 
the fifth day (not including Saturdays or Sundays or public holidays) fdkwing the day 
on which die notice was posted. Where a notice is sent by cable, telex ra fax, service of 
die notice shall be deemed to be eftected by properly addressing and sending such notice 
and shall be deemed to have been reedved on the same day that it was iransmifted. 
Where a notice is given by e-mail service riiall be deemed to ^ effected by transmitiing 
the e-mail to the e-mail address provided by the intended recipient and shall be deemed to 
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have been received on the same day diat it was sent, and it shall not be necessary for the 
receipt of the e-mail to be »;knowJI^^ by the lecifnent. 

A notice may be given by fte Company to the. prason or persons which the Company has 
be«i advised aie entitled to a Share or Shares in consequenos of the death or bankiuptt:y 
of a Member in dto same manner as other notices which are required U> be given under 
these Aiticles and shall be addressed to them by name, or by the title of representatives of 
the &»e{^ed. or tmstee of the bartkrupt, ot any Iil» description at the address supplied 
for that pur{K>5e by dm persons claiming to be so entitled, at the option of the Con^any 
by gimg die notice in any manner in which die same might have 1^ given if the death 
or bankmptcy had not occurred. 

Notice of every ^nera! meeting shall be given in any manner hereinbefore aidhorired to 
every person shown as a Member in the Register of lumbers on the record date for such 
meeting except diat in the case of joint holders the notice shall be suffrei^t if givmt to 
the joint holder first named in the Registo* of Members and every person upon whom the 
own^hip of a Share devolves by' reason of his being a legal persona! representative or a 
trustee in bankruptcy of a Member of record where the Member of record but for his 
deadr or banlouptcy would be entitled to receive notice of the meeting, and no other 
person shall be entitled to receive notices of general meetings; 

WINDING UP 

If the Company shall be wound up, and the assets available for distribution amongst die 
Membns shall be insufficient to repay the whole of the share capital, such assets shall be 
distiibuted so that, as' nearly as may be, die losses shall be b^e by the Member in 
proportion to the par value of the Shares held by them. If in a winding up the assets 
available for distribution amongst the Nfembers shall be more than su^cient to r^y die 
whole of the share capital at the commencement of the winding up, the surplus shall be 
distributed amongst the Members in propoition to the par value of the Shlues held by 
them at the commencement of the winding up subject to a deduction from those Shares in 
respect of which there are monies due, of all monies payable to the Company for unpaid 
calls or otherwise. This Article is witimut prejudice to tiie rights of the holders of Shares 
issued upon special terms and conditions. 

If the Company shall be wound up the liquidator may, with the sanction of a Special 
Resolution of the Company and any other sanction required by the Statute, divide 
amongst the Members in kind the whole or any part of the assets of the Company 
(whether they shall consist of property of the same kind or not) and may for that purpose 
value any assets and determine how the division shall be cmed out as between the 
Members or different classes of Members. The liquidator may, with the like sanction, 
vest the whole or any part of such assets in trustees upon such trusts for the benefit of the 
Members as the liquidator, with the like sanction, shall think fit, but so that no Member 
shall be compelled to accept any asset upon which there is a liability. 


INDEMNITY 



Every Pirector, agent or officer of the Company shall be indemmfied out of the.assets of 
^ Company against any liability incurred by him as a result of any act or failure to act in 
carrying out his functions other than such liability (if any) that he may incur by his own 


CONFIDENnAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE C«tDER 


DBS1_00236868 

DB_PSL00236868 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm 00840 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



837 


VerDate Nov 24 2008 


Fuulnote Exhib i ts - P aye 1589 


22 



148 


wilful neglea or default No sudi Directed, agent or office’ shall be liable to the 
Company for any loss or damage in canying oot his iimetions unless diat lialntity arises 
through die wilful neglect or default of such Director, agent or officer. 

FINANCIAL YEAR 

Unless die Directors oth^wise prescribe, the financial ye^ of the Company shall end on 
3l5t December in each year and, following the year of incorpoituion, idiail be^n on 1st 
January in e«* yem 

TRANSFER BY WAY OF CONTINUATION 
If the Company is exempted as defined in the Statute, it shall, subject to the provisions of 
the Statute and vddi the approval of a Special Resolution, have the power to register by 
way of condnuadm) as a body corporate imder the laws of any jurisdiction outside the 
Cayman Islands and to be deregiste^ in the Cayman Islands. 
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PREFERENCE SHARE PAYING AGENCY AGREEMENT* dated as of March 15, 
^)07 (this " Agreement "!, among G0dSIt>N£ CDO VZI LTD., a limited liability coizqMX^ incorporated 
\mAer laws of the Cayman Islands (together with its penning successors and 8ssigns,.the " Issaer "). 
DEUTSCHE BANK TRUST COMPANY AMERICAS, a national banking assodatioa, as the Paying 
Agent hereunder (in such capacity, together with its permitted successors and assigns, Ute " Paying 
Agent "! and as the Transfer Agent hereunder (in such capacity, together with its permit ted successes and 
assign the " Tramfa’ AaKsat "!. and DEUTSCHE BANK (CAYMAN) LIMITED, a licensed trtist 
coQ^rany incorporated in the Cayman Islands, as the share registiar (the " Share Registrar " ai^ to^thor 
with &e Paying Agent and the Transfer Agent, the " Agents "!, 

PRELIMINARY STATEMENT 

The Isstuar may, pursuant to an IndeDture dated as of the date tereof (the " Indarture "!. 
among the Bsuer, GEMSTONE CDO VE CORF., a Delaware corporatioD, as the Co-bsiter (the " C^ 
bgggr " ffiid, together with the Issuer, the " Co-Issnws "! and DEUTSCHE BANK TRUST COMPANY 
AMERICAS, as die Trustee thereunder (the " Tmrtee "!. issue vp to (i) $244,000,000 Class A>la Floating 
Rate Notes due December 2045, $400,000,000 Class A>lb Floati^ Rate Notes due Decembt? 2045, 
$159,000,000 Class A<2 Floating Rate Notes due 2045, $96,900,000 Class B Floating Rate 

Notes due December 2045, $68,300,000 Class C Floating Rate Deferrable Interest Notes due December 
2045, $55,100,000 Class D Floating Rate Deferrable Interest Notes due Deceniber 2045 and $18,700,000 
Class E Floating Rate Deferrable Interest Notes due December 2045 (colle<nively, the " Notes "!. 

As by the Issuer and permitted under the terms of the Indenture, the hsuor 

may issue to 59,500 Pre fe r en ce Shares having a par value of $0.01 per share and a liquidation 
preference of $1,000 per share (the ’ Treference Shares "!, the dividends and otbo' distributions <m which 
are payable in actx^dance with the Memorandum and Articles of Association of die Issuer, cotain 
r^oludoDS passed by the board of directors of the Issuer prior to the issue of the Preference Shares (the 
" Res<dntloiis *'! and this Agreoneot (this Agreement, the Memorandum and Articles of Association and 
the Resolutions together, the " Preference Share Documents "!. The Issuer has entaed into this 
Agreement to provide for the payment of such dividoids and other distributiems on the Preference Shares. 

Section L Definitions. 

Exc^t as othowise specified Iteitin or as the ctmtext may otherwise require, the 
follnw mg terms shall have the respective meanings set forth below for all purposes of this Agreement, 
81 ^ dffi definidoiis of such terms are equally applicable both to the singular and plural forms of such 
terms, and to tl^ masculise, fe minine and neuter graders of such terms. All other defined terms used 
herdn and not <tefined herein shall have the meanings specified in the Indenture. 

" Arfmimgtration AereemocU '*: the Administration Agreement, dated the date Irareof, as 
ameruied fiom time to time, between the Issuer and the Administrator. 

"Administrator" ; Deutsche Bank (Cayman) Limited, a licensed trust conqiany 
incorporated in the Cayman Islands, as Administrator mda the AdministiatioD Agreement and any of ite 
successora ^ assigns. 

" Agents "; The meaning set forth in the preamble of this Agreement 

" Applicable Procedures ": The meaning set forth in Section 8(c). 


4O7!3.O0MONY:!979434J 


Confidential Treatment Requested 


GEM7-00001092 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 00846 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



843 




"Aiticles "; The Articles of Association of the Issuer. 

" Au&orized Rggresentative ": Any officer, diiector, or ageid of fiite Issuer 

au&orized to gi\^ imOittctioDs aod m^ces on bdialf of the bsuer pursuant to Sec^on 3 hereof. 

" Baginess Day" : any day that is a "Business Day" as defined in the huknture, and that is 
not a day (m whi^ commercial beiddng institutions in the city in whi^ tbs Paying Agrat or &e Transfer 
Agent is locatol and Cayman Islands ami New York are authorized or obligated by law or ^cecutive oitfer 
to be closed. 

" Clearance System ": The meaning sA forth in Section 8(c). 

" Depositary" ; DqKtsitory Trust Company, a New York c o rpora ti on 

"Disqualifi gH Trangferee": The meanlns set forth in Section 8(h). 

"Distribmable Profits "; With respect to any Distribution Date, die anmunts (other tlm 
Sham Premimn) available to pay dividends ai^ ax^ final distributioDs on the Preference Shares in 
^CGidance with Article Bleven of the Indenture and Cayman Islands law on such Distribution Date, as 
(feteimined by du: Issuer. 

" Distribution Conmliflitte Period "; The pmod of time eiuiing on the expiration of one 
year beginnmg on the iat^ of the Closing Date or on the day on which the offer of the Prefocnce Shares 
is completed. 


"ERISA "; The ^i^loyee Retirezittnt hicome Security Act of 1 974, as amended. 

" Excess Cflfib Floy^ "; Excess Interest, Excess Principal Proceeds and the funds 
disbursed on the Final Maturity Date by the Trustee to the Paying Agent (for tiw benefit of the Preference 
Shardiolders) pursuant to clause (iv) of Section 11 . 1 (b) of the Indenture. 

" Excess Interest ": With respect to any Distribution Date b^jnning with the June 2007 
Distribution Date, other than tbs Reden^tion Date, the funds disbursed on stub Distribution Date by the 
Trustee to the Paying Agent (for the bmefU of t^ Prefereaice Shareholders) pursuant to clause 21 of 
Section ll.l(aKi) ofthe Indenhire. 

"Excess Principal Proceeds ": ^ith respect to any Distribution Date beginning with the 
June 2007 Distribution Date, other than the Reden^tion Date, the funds disbursed on such Distribution 
Date by the Trustee to the Paying Agent (for the benefit of the Preference Sbarelmlders) pursuant to 
clause 14 of Section l!.l(aXii) ofthe Indenture. 

"Holder " or "P refe r e nc e Sharrfiolder "* The registered bolder of any Pre ferroce Share as 
set forth in the Share Ibsgister maintained by the Share Registrar. Notwithstanding any notice to the 
contrary, ncme of the Issuer, the Pa>ing A^t or die Transfer Agent shall have any obligation to 
recognize or (teal with any Person claiming an intoest in the Preference Shares other than such n^istaed 
bddas. 


" Indenhire" ; The meaning set forth in the Preliminary Statement hereof. 


duly convicted as appropiutis. 


A lettCT substantially in the form of RThihit It attached hereto, 
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"Oririnal P tirehnser"- HBK CDO TniSt. 


hgeupda*. 


Deutsche Bask Trust Company Americas, as the Paying A^aU 


"PrefiaroMMi Share Redqnption Price ": The price paid to redecas the Preference Shares 
which is a percentage of the Aggregate Outstanding Amount tboeof equal to a &acd(m the numeramr of 
whidh is Available Redenqrtion Amount renuuiiing aHer giving effi^ to redemption of fee Notes and 
paymoit of all fees ami dq>erises of fee Issuer in accordance wife Section 1 1.1 of the hidenhire ami fee 
denominaUs' of whidh is fee A^tegate Outstanding Amount of the Preference Shares to be redemned. 

"Qualified ftnchasei” : (i) A "qualified purehaser" as defined in the hm^tment Conquo^ 
Ac^ (ii) a Icnowledgeable enq)loyee" wife respect to fee Issuer wifein fee meaning of Rule 3c>5 under 
fee Investment Coiiq>ai^ Act or (iii) a conqnny beneficially owned exclusively by one or m(»e "qualified 
purchasers" and/or "knowledgeable eizq>loyees" with respect to fee Issuer. 

"Redemption Date ": The latest date of the "Stated Maturity" and Scheduled PrefimsKe 
Share Redenqjtion l>ate, as such terms are defined in the Indenture. 

* Regulation S Global Preference Shams "; The meaning set forth in Section 8(a). 

" Reeulatiop S Tranafiror Certificate "; A certificate substantially in fee form R-rhihit n 
attmfeed ho^, duly completed as appropriate. 

"Responsible OfScer ": Wife respect to the Paying Agent or fee Trimsfer A^nt, as 
iq^licable, any officer wifein fee corporate trust department (ot any successor groiq> of tire Paying Agent 
or the Transfix Agent, as {qjplicffele) including aiqr vice president, diicctcr, managing directmr, associate, 
assistant vice president, assistant secretary, or any other officer or assistant officer of the Paying Agent or 
the Transfer Agent, as applicable, custon^y perfonning fimctions similar to those performed by fee 
Poisons who at the time shall be such officere, respectitrely, or to whom any corporate trust xnaUer is 
referred mthin the Corporate Trust Office because of his or her lorewled^ ot familiarity with the 
particular subj^ having direct responsibUity fer the administration of this Agreenrent, and with 
respect to fee Share Registrar, arty officer of the Administrator from time to time. 

" Restricted Preferoice Share ”: The meaning set forth in Section 8(bXii). 

" Rule 144A Transferor Cwtificate ": A certificate substantially in tire ftnm of RrMbit r 
attadired hereto, duly conq>leted as ^propriate. 

" Share Certified ": With respect to any of fee Preference Shares, fee physical certificate 
evidencing sudi Preference Shares, which shall be substantially in fee form of Rthihit A .l or A-2 
attached hereto. 


" Share Premium ": As of any Distlibuticm Dale or the Redemption Date or any other 
redenqrdon d^, an amount equal to (a) fee excess of (0 the aggregate proceeds to fee Issuer of the 
offering of Prefveace Sharra by the Issuer, but without taking into account any fees and erqrenses of the 
IssuCT relating to such offering over (ii) the ^gregate par value of all Preference Shares issued 1^ the 
Issuer minus 0>) fire ^^gate of any reductiems made to such amount on account of distributioDS 
previotisly from such account to the Holders of Preference Shares by or on behalf of the Issuer prior 
to Distribution Date or Redemption Date or any ofe^ redcQq)tion date, as applicable, or as otherwise 
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defined under the laws of the Cayomn Islamls firom tiinc to time in effect, in each cax determined by the 
Issiter. 


" Share Reaster" : The sKaning set forth in Section 8(a). 

" Share Registrar" : The meaning set forth in Section 8(a). 

" Share ^te^dstiar Office ": means the princlpa) office of the Share lUgistrar or such otimr 
address as the Share Re^^rar may designate from tinte to time by notice to tite Fayu% Agoit, die 
Coilatenl Mana^ and tlm Issno-. The initial Share Registrar Office shall be at P.O. Box 1984 Grand 
Cayman KYl-n04, Cayman Islands. 

"Slare Surplus ": Wth respect to any Distribution Date w the Redemption Date or any 
other leden^tion date, dm sum of the Sh^ Premium azrd the Distributable Profits f<^ die related Due 
Period. 

"transfer A^ t": Deutsche Bank Trust Company Americas, as the Transfer Agent 

horeunder. 


"Trust Tqiptnarion Date "; The date on whidi the obligations of the Issuer are terminated 
as set forth in Section 4.1 ofthefodenture. 

"U.S. Person ": The meaning attributed to such tenn by Regulation S under die Securities 

Act. 


Section 2. Appointment of Agente . 

(a) The Issuer tereby appoints Deutsche Bank Trust Coo^iany Americas, to act as 
the Paying Agent for the Preferertec Sharn upon the terms, and subject to the conditions, set forth heron 
and in die Aiticla; provided that all payments with respect to the Preference Shares shall be made by the 
Paying Agent or an affiliate or agent of such Paying Agent from a locadtm outside the United States. The 
Issuer may at any time and from time to tune vary or terminate the i^ipomtment of the Paying A^t or 
appoint oite or more additional Paying Agents; provided that at no time may die Issuer qrpoint a Paying 
Agent that does not have offices located outside the United States ot does not use an affiliate or agent 
located outside the United States. The Issuer will give p r o nyt written notice to the Trustee of die 
appointment or tomination of the Paying Agent and of the location and vsjf change in the location of the 
Paying Agent's office or i^ency. The Payii^ Agent shall prmnptiy provide notice to the Holders of any 
su^ chan^ ca variation of whidi it receives notices. 

(b) The Issuer hereby further a{^ints Deutsche Bank Trust Conqiany Americas, as 
the Transfer Agent for the Preference Shares i^ion the terms, and subject to die cx^tion^ set forth 
herein. The Issuer may at any time and from tiute to time vary or tCTminate the ^^lointment of the 
Transfer A^t or iqipoiDt one or mme additional Traaosfer Agents; proyided that at no tinm may the 
Irauer qyo int a Transfer A^mt that does not have offices located outside the United States or does not 
use an affiliate or agent located outside the United States. The Issuer will give promp t written notice to 
the Tiu^se of the appointment or tennination of the Transfer Agent and of the location and any dian^ in 
the locaticm of the Transfer Agent's office or agency. The Transfer A^mt shall pron^dy provide notice 
to tte Holders of any such change or variation of which it receives notices. 

(c) The Isrmer hereby fiuther appoints Deutsche Bank (Cayman) Limited, a licked 
trust p4>TTipBT»y incoifKuated in the Cayman Blands, as the Share Registrar for the Prefereitee Shares 
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the terms, ai^ sul^ect to die (xmditiGais, set forth herein. The Issuer may at any time and from dme to 
time vary or terminate the appointment of the Share R^istrar. The Issuer wil! give pron^t written notice 
to the Trustee of the appointment or termination of the Share Registrar and of dm locadmi and any change 
in dw location of tbs Share R^istrar OfiSce. The Share Registrar shall pron^y provide notice to the 
Holders of any such change or variation of which it receives notices. 

Section 3. Anthorized Representatives . 

From dme to dme die Issuer will fumi^ the Agoits with a signature list. enticing the 
incumbency and specimen signatures of the AuthorinedRepresentadves. The Agents shall be endded to 
conclusivdly idy on the last si^ certificate delivered to it for the purposes of determining the i<tontity of 
Authorized Rqn^entadi^ 

Section 4. Payment of Dividends 

(a) On each Distribudon Date beginning with the June 2007 Distribution Dato, otho' 

than ibs ito&nqidon Date, die Holders of the Preference Shares shall (subject to Section 4(e)) be midtled 
to receive divi^nds on the Preference Shares in an azmiimt equal to the amount of Excess Hows for 

such Distribution Dato. 

The Paying A^t, rm behalf of the Issuer, prompUy give notice of the amount of all 

Excess Cash Hows (fistributed bereumler the relevant Distrilmtion Date to the Holders of the 
Preferenrx: Shares in accordance with Section 12 and to the Issuer, to the Initial Purdiaser and to the 
Collateral Manager. The Paying Agent shall also make such information available to the Preferoice 
Shandiolders at the offices of the Pa^ng Agent. 

(b) Subject to section 4(c), dividmds, if any, will be paid on tseb Distribution l^te 
other than the Redemption Date to the Persons in whose names ^ Preference Shares are registered at the 
close of business on the Record Dato for such Distribution Date. Dividends on the Pretonaoce Shares 
shall be paid by the Paying Agent pro rata in the proportion that the numb^ of Preference Shares held by 
a Holder bears to the total number of Preference Shans. 

(c) Notwithstanding anything in this Agreement to the contrary, distributions of 
Excess Cash Hows by way of dividends to the Holders of the Prefermice Shares on any Distribution Date 
(othi^ than tbs Redemption Date) out of amounts on deposit in the Prefaence Share Payment Account (i) 
shall be subject to the Issuer being solvent under Cayteon Islands law (defined as the Issuer being able to 
pay its debts as tiiey become due in the ordinary course of business) immediately prior to, and after giving 
ef^t to, such paymext as determined by the Issuer or the Collateral Manager acting on behalf of the 
bsuer and (it) shall be made only to the extent the Issuer has sufficient Share Surplus out of which to 
make such payment as determined by the Issuer or the Collateral Manager acting on behalf of the Issuo'. 
If the Issitor or the Collateral Manager acting on bdudf of tiie Issuer determines that the conditions set 
forth in either clause (i) or clause (it) above are not satisfied with reject to any portion of the Excess 
Qtsh Hows payable on such Dtstzi^tion Dato, the Issuer or the CoU^eral Manago* acting on l^xalf of 
the Issu» s^ in^ruct the Paying A^t in writing on or before one Busina Day prior to sixth 
DisSribution Dato that si^ portion should ocA be paid, and the Paying A^nt shall not pay tie same, to 
tiie Holders of the Preferex^e Shares until the first succeeding Distribution Dato, or (in case of any 
payments whiidi would otiierwise be payable on any Redemption Date) until the first simceeding Business 
Day, iqxm whiidi the I^ter mttifies the Paying Ag^ in writing that each such condition is s^sfied, and 
tiie amounts so retained in the Pr e ference Share Payment .^count will be held theein until su^ amounts 
are paid, subject to tlto availability of such funds under Cayman Islands law to pay any liability of the 
Issuer not limited in recourae to the CoUatoal. To the extent available, distributiems sl^ be m^ first 
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014 of Distributable Profits for current Diu Period, then o\& of Distributable Profits is excess of 
dividends for the prior Due Periods asd tbsn out of Share Premium. 

SeclioB 5. Procedures for Payment of Dividends aad Redanptioa Pri^ 

Persons Deemed Owners: Wtb hnlding. 

(a) All payments of dividends on the Preference Shan» asd fee payment of fius 

Piefereree Share Redemptios Price for the P r e f er e n ce Shares will be made is V.S. Xltollars, and, is the 
case of a le&m^on of the PrefereDce Shares, will be made only i^on the sunesder of ib» cei^cates 
rqpresoiting tlw PrefereiKe Sha^ at fee office of the Paying Ag^ or fee office of Us i^mt as ^pedfied 
in 8 notice to Holifers delivesed in accordance wife the tenns of Section 12 hereof. All of such 
I»yiiKSits be made by U.S. Dollar dicck drawn by fee Paying Agent or, at the c^on of Qa relerant 
Holder, by wire transfer in accordance. wife this Section S (a^ subject to usual and necessary bankisg 
procefenes regardii^ U.S. Dollar HmnmtTnUwt accountsX subject in all caMS to any tax, fiscal <4 other 
laws or regulations applicable in fee place of payment. Any Holder desiring to recei'v^ a wire-transfo’ 
payment shall deliver a written request therefor to the Paying Agent settisg forth fee nunfeers of fee 
Preference Shares 1^ by it and for wbidi it desires to receive payment by wire transfa and specifying 
fee banking isstitutimi and cumber (wife any other appropriate iz^ormation nect^ary to oiable 

the Paying Agent to transmit such paymoit a^ to assure {coper cr^t to sudi Holder's account) to whidi 
such payments are to be transferred and in fee absence of any such request, payromits shall be made 
U.S. Dollar cbedL A record of each {rayment made will be maintained by or on hifealf of fee Paying 
Agent in a ccor dqiKy wife its customary procedures, axtd s\^ recend shall be prima facie evid e nce feat the 
payment in question has been made. Tte Issuer and fee Paying Agent shall be fully protected in relying 
i^on any su ch request in mainng payments on fee PrefcTence Shares, and any paymoit transmitted in 
accmdance wife such request «h«ll be rfaeirw ri to have been made iqx>n transmission thereof to the 
banking institutioD identified in such request. 

(b) Payments with respect to fee Preferaicc Shares held by persons to whom fee 
transfers were made in reliance on Rule 144A under the Securities Act may be made, whefeer pursuant to 
presoitation of a certificaie representing the- Pr e fere n ce Shares or fee making of any other daooand for 
payment, in the United States and CO if by U.S. Dollar check, by being drawn on a U.S. Dollar account 
maintained by the Paying Agent or (U) if by wire transfix, &mn a U.S. Dollar account maintained by the 
Paying Agent Payments wife r espe ct to fee Preference Shares held by persons to whom fee transfers 
were »™de in reliance on Regulation S under the Securities Act may be made, whether pursuant to 
presentation of a certificate repr^entmg fee P ref e ren ce Shares or the makmg of any other denumd for 
paymein, (i) if by U.S. Dollar check, by being drawn on a U.S. Dollar account m a in ta in ed by the Paying 
Agent and fee Paying Agent mailing the same fiom an address outside the United States or (ii) if by wire 
transfer, from a U.S. Dollar atwnnnt mamtamed by fee Paying Agent or an affiliate or 8^4 outside fee 
United States to an account wniintainwt by dm Preference Shareholder at a bank outside of fee United 
Sta^. 


(c) hr fee case where the Trust Termination Date or Reden^on Date shall not be a 
Business Ihiy, payment need not be made on such date, but may be made on the next simceeding 
Business Day wife fee sasm force and effect as if made on the nominal date of any such Tru^ 
Termination Date or Redes^on Date, 88 fee case may be. 

(d) If any amount reorived by fee Issuer is reduced by reason of any amounts being 
w ithhek i from (i) paysamts to dm Issuer <m any of dm Collateral Debt Securities included in the 
Collateral or (ii) {^yxhents'on dm Notes or the Preference Shares, the Issuer shall not be oblipted to pay 
any aH>«Hr>nat ammnitiB ut CBUse tim Holders of fee Preference Shares to receive the anmuzU diat would 
have been paj^le to them had no suife withholding been required or made. The Paying Agent shall give 
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prompt notice of any such withholding to each Preference Shareholder of which it has actual knowledge. 
As a condition to the paymrat of capital and dividends on any Preference Share without the ingarsihon of 
United States withholding tax, the fesuo' shall require that oertifioalion acci^table to it be tenishri to te 
Issuer and tl» Paying Agetd in order to enable tte Issuer and the Paying Agent to deterojine their duties 
and liabilities with respect to any taxes or other charges that they may be required to deduct or withhold 
ftom payments in res^ of such Preference Share under any present or future law or regulation of te 
United States or any present <»■ fiiture law or regulation of any political subdivision thereof or taxing 
authority therein or to comply with any reporting or other requiromenls under any such law or reguMon. 

(e) The Issuer and the Agents may deem and treat the registered Holder of any 
Prefeamo Share as Uk absolute owner of such Preference Share, notwithsumdmg any notation of 
ownership or othm writing on any certificate representing such Pr^eicnce Share, fin the purpose of 
receiving dividends and the Preference Share Redemption Price thereof and for all other purposes, and 
neito Bie Issuer nor the Agents shall be affected by any notice to the contrary. All such payments so 
made to such Holder or upon such Holder^ order shall be valid and, to the extent of the sum or sums so 
prud, effectual to satisfy and discharge the liability Sw the monies payable upon any such Preference 
Share. 

Section $. Redemption. 

(a) On the Redemption Date, the Preference Shares shall (subject to Section 4(d)) be 
redeemed in whole at the Preference sWe Redcnqition Price. 

(b) All redemption payments sbalt be made pro rata in the proportion that the 

number of Preference Shares held by a Holder beats to the total number of Preference Shares. 

(c) Notwithstanding anything in this Agreement to the contrary, distributions of the 
Preference Share Redemption Price by way of redettqrtion of the Preference Shares shall subject to the 
Issuer being solvent under Cayman Islands law (defined as the Issuer being able to pay its debts as they 
become due in the ordinary course of business) iimncdiately prior to, and after giving effect to, such 
payment as determined by the Issuer or die CoUateral Manager acting on behalf of the Issuer. For 
purposes of this subsection (d), a determination as to whether the issuer is solvent on a Rcdec^tion Date 
shall be by the Issuer or the CoUateral Manager acting on behalf of the Issuer (A) after giving effect 
to any payments to be made on such Redenqjtion Date and (B) in ligdit of the fact that the other 
obUgations of the Issuer to Noteholders, the other secured p^es and persons sul^ect to the Priority of 
Paymmts are limited in recourse to the CoUateral, and not to (i) amounts in the Prefoence Share Payn^ 
Account or investment earnings of amourrts therein, (ii) any otto amormts released fixmr the CoUateral in 

with the Indentiue and held by or on behalf of the Issuer for the benefit of the Holders of the 
Prefererree Shares or (iii) amounts on deposit in the Issuer's barrk accourrt in the Cayrrran Islaniis, and that 
after the assets in the Collateral are errbausted, such parties will have r» further claim against the Issuer. If 
the Issuer or the Collateral Manager acting on behalf of the Issuer determines that such co^Wori is not 
satisfied on a Rcderrqrtion Date with respect to any portion of the Prefraerree Share Redemptron Price, the 
Issuer shaU instruct the Paying Agent in writing that such portion should not be paid, and the Paying 
Agent shaU not pay the same, to the Holders of the Preference Shares until the first succeeding Business 
Day upon which the Issuer notifies the Paying Agent in writing that each such common is satisfied, and 
the so retairred in the Preference Share Payrrrerrt Accourrt wiU be held therein until ^h arrrounts 

are paid, subject to the availability of such funds rmder Cayman Islands law to pay any UabUity of the 

Issuer not lir^tcd in recourse to the Collateral. 
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SedioD 7. Reports bv Usner; Informa tfnn Hnld^r!^ 

(a) On or |»ior to eBd}l}istritnitioQl>ateCmchuimgtiu; Redemption Date), the bsuCT 
or ^ Payii^ Agent, on beh^ of ti» IsgiKT, sbaB render an accounting, <kteriniaed as of dxe fifili 
Business Day {neceddi^ sudi Distribution and delivered to the Paying Agdtf* ^ Collateral 
Manager and the ioitia! Purchaser. The Issuer or the Paying A^nt, on behalf of the Iss^, shall render 
sudi «:<x)Ui^ing by refnxnce to the accounting delivered by the Isma* purntaxU to Section 10.8 of the 
Indoiture. Such accounting shall contain die following information (stated in ag^tegate): 

(i) the an^unt of Excess Cash Flows to be received by the Payii^ Agent fiom die 
Tnistee cm the related Distribudon Date; 

(ii) dm amounts payable as dividends on the Preference Shares on sudi Didribudon 
Date; and 

(iii) if such accounting retetes to the Redempdon Date, the Preference Share 
Reden^don Price payable with respect to the Prefereime Slmres on stteh 
Distribudon Date. 

Oi) On or prior to each Distrfeudon Date, the Paying Agent shall provide the Holders 
of the Preferoice Shares with a copy of the Note Valuadon Rqiort prepared for deli\^ pursuant to 
Section 10.8(b) of the hidenture (to the extent requested by each Preference Shareholder), together with 
the report prepared by the Issuer or the Payii^ Agent, on behalf of the Issuer, pursuant to Section 7(a) 
hereof. 


Section 8. Share Register; Redstration. Traaifer^ Exchange: Persons Deemed 
Owners. 

(a) The Issuer shall cause to be k^t a registo* (the ” Sharc Register "') in which, 
subject to such reasonable regulations as h may prracribe and to the Conqianies Law (2004 Revision) of 
the Cayman Islands, the Issuer shall provide for the registration of the P re feience Shares (and any other 
riiare capital of the Issuer) and the registradon of tnnsfers of the Preference Shares {and any other share 
capiul of the Issuer), llm Administrator is hereby izrevocably ^i^inted by the Issuer to act as the 
” Share Registrar " for the purpose of registering tito Preference Shares (and any other share capital of 
the Issuer) and all transfers of die Preference Slmres (and any other share capital of the Issuer) as herein 
provided (it being hereby acknowledged that nothing contained herein shall limit, bar or restrict the ability 
or die ri^ of the Adnsinistrator to appoint agents or to delegate duties from time to time). A duplicate 
cot^ of die Share Register shall be maintained omside the Cayman Islands by the Transfer Agent. 

Prefe re n ce Shares offered in die United States in reliance on Rule 144A unto dm 
Securities Act shall be represented by certificates is frilly registered definitive form registeTed in fee name 
of dm legal and benefidal owner thereof and substantially in the form of, end wife the applicable li^mds 
set forth in, Exhibit A-1 attached hereto. 

Pretoo^ Shares sold outside fee United States to norhU.S. Pereons in rriiance on 
Regulation S shall be rqiresented by one or more ^obal share c^ficates, in definitive, frilly registered 
frmn and substantially in fee form of^ and wife the ^Ucable legends set frsrth in, EThibit A.2 at tach e d 
toeto, (fee " Regolatioa S Global Preference Shares ”! deposited with a custodian for, ami rt^itoed in 
the Ti^me of^ the Dq)ositary (or its nominee) on behalf of Euroclear Brmk SA./N.V., as operator- of 
Eurodear, or Qeannream. U^ the end of the Distribution Coixqiliance Period, beneficial interests in 
sudi preferemm Shares rrmy be held only through Euroclear or Clearstream. After die Distribinion 
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Compliaiu^ Period, beneficial interests in such Preference Shares may also be held other than throng 
Eureclear or Clearstream via the I^)osite 2 y '8 other dir^ and indirect paiticqjants, but still roistered in 
U»5 warne of fiic DqKJsitaiy (or hs nominee). Buroclear or Clearstream credit the Regnlatimi S 
Global Prefereime Share to tlm reiq)ective u»oums designated by the ownm of such Prefearemre Share at 
Eurodear or Clearstream. The regisreted owner of the relevant Re^dation S GIdial Preference Share 
shall be the only person eaotitled to receive payments in respect of the Prefereme Sham reinesenred by a 
^gulatioo S Gl<j>a! Pre fe rc ime Share, and the Issuer will be dtscharged by payment to. m: to tl» order of, 
the regisUaed o^ras of sfudi Regulation S Global P re fe renc e Share in nsptxX of each amount so paid. No 
persmi ofiier than the registered owner of the relevant Regulation S Global Preforeitoe Sbse dtall have 
any claim against the Issuer in re^>ect of any payment due on that Regularion S Global Pref^mx; Share. 

Owners of btmeficial interests in Preference Shares sold outside the United Sta^ to non- 
U.S. Persoiut in reliance on Regulation S will be entitled or required under certain limited drcomstancos 
to receive jdi>^ca! delivery of cerrificated Preference Shares in fully registeied, definitive form 

Every certificato rq n esen ti ng a Preference Share {resented or surrendered fm registration 
of transfer or exchaz^ ahall (if so required by the Issuer, the Transfer Agent or the Share Registrar) be 
presented or sunmfered at the Share Re^strar Office or fire office of the Transfer Agent ai^ be 
acconqmied by a written instnunent of transfer in form satisfectory to the Issuer ( i nc l udi ng , as 
applicable, a Rule 144A Transferor Certificate or a Regulation S Transferor Certificate), the Irimsfo' 
Agent and the Share Registrar duly executed by the Ifolder thereof or its attoreey-in-fect duly authmized 
in writing. In addition, if the certificates being exchanged or transferred contain a lepmd, additional 
certifications to the effect that such exchange <x transfer is in compliance with the restrictions contamed 
in such l^end, may be required. The Transfer Agent shall promptly notify the Share Registrar azai the 
Paying Agent of any transfer or exdumge and provide each of them with copies of the relevant certificate 
and written instrument of transfer and any other relevam documentation received in coz^unction with such 
tiansfer or exchange. Following a pnper request for transfer or exchan^, fiie Transfer Ag^ shall 
proicptty instruct the Share Registrar in writing to malce the leievant entries in the Share Register (and the 
Share Registrar «h«tl be entitled to rdiy on the aceux^' and conqiieSeness of such instructions received by 
it from the Transfer Agent). With respect to any transfer of a portion of the Preference Shares represented 
by such certificate, the trazisferor will be entitled to receive, at any aforesaid office, new certificates 
r^resenting the {aincqral amount reteizxxl by the transf^or after giving effect to such transfer. New 
certificates issued upon any such exchazige or transfe* (whether in whole or in part) will be made 
availabie at the office of the Transfer Agent. 

The Share Registrar shall (tqron receipt of the relevant mfOTznation) cause to be entered in 
the Share Register azid the Transfer Agent shall cause to be entered in its diplicate Share Register the 
following particulars; (i) the nazne and address of each Ifolder of Prefermce Shares, a stateznent of the 
mimb ey of Preference Shares held by him and the amount paid or agreed to be considered as paid on sudi 
preference slmres; (ii) the date cm which each pmon was entered on the Share Registm* as a Holder of 
P re fere n ce Shares; and (iii) the date on which any person ceased to be a Holder of Preference Shares. 

No service charge shall be made to a Holder for any registration of transfer or exchange 
of any Preference Shares, but the Share Registrar and/or the Transfer Agent may require payment of a 
sam sufficient to covct any tax or other govaumental charge that may be imposed in comiection with any 
registration of transfer or exdbange of Piefoence Shares and expenses of delivery (if any) not mazfe by 
regular mail. 


(b) No Preference Shares may be sold or transferred (including wifitout limitation, 
by pledge or hypctb^cation) uifi(^ such sale or transfer (i) u in minimum lots of 200 shares azid ntiegral 
multiples of 1 share in exce^ thereof and after giving effect to any sale or transfer, the transfimn thereof 


40713-000S0NY:I97943«J 


Confidential Treatment Requested 


GEM7-00001100 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm 00854 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



851 




jihall have retailed sa a^regate number of l^cfereace Shares that is either (a) ecpial to zoo or (b) equal 
to OT greater H«m the minmmn^ lot of 200 Glares and integral multiples of I share in exc^ fiwreof and 

(ii) is mcempt from the registiaticm requiiements of the Securities Act and is exenq)! from registration 
un(^ ^li^dde state securities Uws. No purported transfrr of any interest in any Prcfcreace ^uue or 
any portion thoeof that is not ma^ in accordance with this Section 8 ^tall be given effect by or be 
bindiiis tqxm the Iriimfer A^t, the Share Registrar or the Issuer, and any such purported transfer shall 
be null and void ab imtio and vest in tl» transferee no ri^ts against &e Transfer AgEmt, tlm Share 
R^^stiar or the Issu^. 

A Ihefraence Shareholder may transfer a Preferrace Share or its beneficial interest in a 
Preferrace Share only in accordance with the following provisions: 

(i) The Holder of a Preference Share sold to an initial Holda who is a luni'U.S. 
Person pursuant to Regulation S under the Securities ^t may transfer sud} Preference Sham in 
wccffdance with &e Applicable Procedures only to (1) a non-U.S. Person in an offdKue. 
transaction (within the rnganing of Regulation S) in accmdiince with Rule 904 of Regulation S or 
(2) to a person who agrees to receive a Restricted Preference Share (as such term is defiimd in 
paragraph (ii) below) and who certifies that it is a "qualified institotitmal buyer" witoin tlto 
meantng of Rule I44A undc? the Securides Act and agrees to resell such Preference Share <mly in 
accmdance with the provisitMis of Retaliation S, pursuant to registration urrder die Securities Act, 
or pursusmt to an available exemption from registration under tlw Securities Act and a^ees not to 

in Vtariging transacti(His with regard to such securities unless in compliance with tlM$ 
Srourities Act. 

(ii) A Holder of a Preference Share (a ** Restrictcd Prefer^ee Share ”) that was 
sold to an initial Holder who is a U.S. Person may at any time transfer Ite interest in such 
Preference Share only to (A) a non-U.S. Person in an ofishore transaction (within the meaning of 
Regulation S) in accordance with Rule 904 of Regulation S or (B) a "qualified institutional 
buyw" within the tnftaning of Rule 144A undo* the Securities Act, in trassacbons not requiring 
registration under the Securities Act and, in each case, in accordance with the certifications 
requirements required herein. 

(iii) The Transfer Agent «hall require, prior to any such transfer of a Preference 
Share, receipt by the Transfer Agent ami the Issuer of (A) an Investor Certificate firwn such 
Pref^esice Shareholder's transferee and (B) as applicable, a Regulation S Transferor Certifictfe or 
a Rule 144A Transferor Certificate from such Holder, in each case certifying to the foregoing azul 
the other matters covered by the forms of such certificates prescribed by this Agreement. Upon 
receipt of the Investor Certificate (he relevant Transferor Certificate, and the surrender to the 
Transfer Agent of the Share Certrficato to be so transferred, the Transfer Agent shall cancel such 
Share Certificate, and the Issuer gHali execute and provide to the Transfer Agent, and the Trai^fer 
Agoit shall deliver, a Share Certificate r ep r es e nting the Preference Shares intended to be 
transfetr^ to such transferee (and, in the event of a partial transfer, the Issuer shall execute and 
provide to tiie Transfer Ag^ and the Transfer Agent shall deliver, a Share Certificate 
n^uesenting the lemaiiimg balance to the transferring Holder) in accordance with Sectiem 8(a). 

(iv) NotwiUistaading the foregoing, li^iere the transfers of the Reference Shares are 
by way of transfas of benefi^aJ interests in the Regulaticm S Global Prefcrramc Shares, such 
transfeia may be pwla by book-^itry transfer of beneficial interests in the Regulation S Global 
Prefacnce Siares (and if within the DistributiOT Compliance Period, within Euroclear or 
Clearstream, to !Km>U.S. Persons in accordance with Regulation S) in accordance with tiie 
Applirable Procedures without tlm provision of any certification. Each subsequent trarrsferee 
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shall be deemed to have made the ^licable representations set forth in the form of foe Investor 

Certificate. 

The Investor Cotificate and any Rnle 144A Transferor Cetificate or Regdation S Tiansfoior 
Ce^ficate formshed, as required, pursuaitt to this Section 80>) may be relied on rxnmhisivdiy by foe Share 
Registrar and Transfa A^ot in determining whether foe provisions of this Section 8^) have beer 
OTQq;)lied with. None of foe Issuer, foe Transfer Agent, foe Share Re^strar or any other Person foall be 
reqidred to register foe Pref er ence Shares under the Securities Act or any state securities laws. 

(c) The aj^licabie procedures (collectively, " Applicable Pro^dnres "! utilized 
in^sed from time to tiine ^ the Depositary, Eurrwiear or Clearstieam (collectively, tlto " Oearaace 
g^tCera”) shall be e^licable to foe Regulation S Global P reference Shares insofer as acd to the extent 
beneficial intoxsts in such Regulation S Global Preference Shares are held by foe ^ent mmnbere of or 
l»itici{Hmts in foe applicable Clearance System. Account holders or agent naanbera of or paittoq^nts in 
foe applicable Clearance System shall have iu> li^ts under this .^rcement with Fe^>e^ to such 
^gulation S Global Preference Shares, and the Depositary as registered Holder of the lUgolation S 
Glob^ Preference Shares may be treated by foe Issuer or the Agents as the owno* of such Regulation S 
Globa! Prefoorce Shares for all purposes whatsoever. Notwithstanding the foregoing, nofomg hsein 
shall prevent foe Issuer, the Agents from giving effect to any written certification, proxy or other 
authorization furnished by foe applicable Clearance System <x in^Mir, as asxmg the applicable Clearance 
System and its agent members or partidpants, the operation of customary practices governing foe exercise 
of foe ri^ns of a Holder of any Regulation S Globd Prefoence Shares. Requests or directions from, oc 
>tote8 of the applicable Clearance System with respect to any matter sltell not be deemed incoittistent If 
made with respect to (or in s^uuate p ropoi ti ons corresponding to) differcatf beneficial owners. None of 
the Agoits !?hal1 have any duty to monitor, maintafa r ec o r d s concerning (or determine co m p l i anc e with 
any of the restrictions on transfer set forth herein with re^>ect to) owners of beneficial interest in foe 
Regulation S Global Preference Shares. None of the Age^ shall have any liability for foe accuracy, 
coxrqsleteness or validity of foe records of the applicable Clefuance System, or any actions or omissions of 
foe applicable Clearance System (or of foe agent members of or pa^cq^ants in foe ^Ucable Clearance 
S)^em}. 


(d) No Preference Share may be purdiased or transferred to, on behalf of as using 
foe assets of (i) an enq)loyee benefit plan subject to Tide 1 of ERISA or a plan subject to Section 4975 of 
foe U.S. Internal Revalue Code of 1 986, as amended (foe "Code*^ (each sudi plan, an "ERISA Plan"); (ti) 
a collective investment fund, separate account or other entity whose underlying assets are treated as "Plan 
Assets" of an ERISA Plan under U.S. Dqiartment of Labor regulatimi Section 2510.3-101, as modified by 
s^on 3(42) of ERISA (a " Benefit Plan lavestor* *): or (iii) a person acting on behalf of an ERISA Plan. 

By its purchase of foe P re ference Shares, each purchaser and transferee will be required 
to repres ent and warrant to and agree with foe Issuer, foe CoUateial Manager and the Agotts foat (A) its 
purchase and holding of such Preference Shares will satisfy foe ERISA requirements described abo^ end 
(B) it will iK>t assign or transfer such Preference Shares unless foe proposed assignee or transfoee 
delivos a letter to tire Bsirer evidencing its agreenrent to foe foregoing ERISA representadons and 
covenants with r^>ea to its purchase, bolding and tnmsfer of such Preference Shares. 

(e) No Preference Share shall be sold or transferred (including without limitation, 
by pledge or hypotire^tiem) to a U.S. resident (within foe meaning of tte Investn^t Con^iany Act) 
unless su^ purchaser or txansfero: is a Qualified Purchaser. The Tramfer Agon and the Share Registrar 
may rely on the statement in any Invests Certificate, and shall be entitled ttfrely on foe continuing 
accuracy thereof jfrom time to tinre (unless and until a Itespon^le Officer is otlrerwise notified in writmg 
by foe signateny fooeto or by tire Issuer) in detenninii^ whether foe inovisiems of fois Section 8(e) have 
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bceax co&qjlied with. Kotwithstandiag to the contrary in this A^t«ment, no transfer of a 

Pr e fera a oc Share may be ma(k if the Transfer Agent has written notice or actual knowledge that such 
transfer would require registratimi of the 'l^er or the Co*lssuer uzul^ the Inv^tceumt Company Act 
(sul^ec^ with resprot to the IVansfer A^nfs dudes, to Secdmi ^{) Mow). 

(f) At aay time when tl» Issuer is r>ot subject to Section 13 or 15((0 of tim United 

States Securities Exchange Act of 1934, as amended, iqxm the request of any Preference Shar^lder, the 
Issuer shall pronq^y furnish, and sl^ cause the bilateral. Mam^r to pnmq>tly fiimish, to such 
Preference Shareboldor to a prospecdve purchaser of any Preference Sha^ i^gnated by such 
Preference Shai^lder, as dm case may be, the infermatirm which the Issmar (fetehnines to be required to 
be delivered pursuant to Rule 144^dX4) under the Securities Act (" Rule 14 ^ a in or^ 

to pesmit conq)liar^ by such P refa mcc ShardK>lder with Rule 144A in connection ^tb die resale of 
sudi Pir^rence Share by roch Preference Shardrolder. C^n written request by the Issuer, the Transfer 
Agent i»hall cooperato widr the Issuer in tnfltHng ^ otherwise distributing (at the Israus's expense) to sudt 
Pr tfer e n ce Slardiolders ot prospective purchasers, at and pursuant to the Issuer's written direcdoD, ai^ 
Rule 144A tnfnrmBrimi pi e c e d and provided by the Issuer, prcrvided that the Transfer Ag^ shall be 
entided to affix duneto or enclose therewith sudi ^sclaixners as toe Transfer Agent shall deem reasonably 
iqqnrqniate, at its disoredon (such as, fw exanq>le, a disclaimo’ that such Rule 144A Informadon was 
ajuKunbled by da Issuer, and not by the Transfv Agent, that toe IVansfer Agent has m>t reviewed or 
^^fied toe aouracy tbemf, and that it malres no represeniadon as to the sufficiency of such informadon 
under Rule 144A or for any other purpose). 

(g) The Transfer Agent and die Share Registrar shall not be re^nstble for 

asccsrtainmg wlather any transfer of the Preference Shares cmnplies with, or otherwise for mmiitoring or 
determining compliance with, the requirements or terms of the Securities Act, applicable state securities 
laws, ERISA, toe Code or toe Investment Company Act; except that if a certificate is specifically required 
by toe terms of this Section 8 to be provided to toe Transfer Agent by a transferee of the Preference 
Shares, a transferor of the Preference Shares, or toe Issuer, the Transfer Agent shall be under a duty to 
re cei ve and toe same to determine whether it conforms substantially on its fece to the ajqilicable 

requirements of tois Section 8. 

(h) If a Responsible Officer of the Transfer Agent has actual knowledge that (i) a 
transfer or attenqited or purported transfer of any of the Preference Shares or any interest therein was 
consummated in conqiliance with the jHOvisioas of this Section 8 on the basis of a materially incorrect 
certification fiom toe transferor or purported transferee that has not been cured within a reasonable period 
of time aflCT notice tbereoi^ (ii) a transferee fiiiled to deliver within a reasonable period of time (including 
any aiqrlicitole pmod provid^ to cure sudi failure to deli>^) to the Transfer Agent any certificate 
required to be deli'^red hereunder, or (iii) the Holder of any Preference Share or intoest therein is in 
material breach of any representation or agreement set forth in any certificate or any deemed 
nqiresentation or agretaneot of such Holder, then the Transfer Agent m- the Share Registrar nor d» Paying 
Agent will not register sucdi attenqited or purported transfer, and, if a transfer has beat regist^ed, such 
transfer shall be absdutely null and void at initio and shall vest no ri^ts in toe purported transferee 
(such purported transferee, a " ninonalified Transferee **!, and the last preceding Holder of such 
Preference Share that was not a Disqualified Transferee shall be restored to all ri|^ as a Holdo* ttereof 
retrmunively to tltt date of transfer of such Preference Share by surto Hold». 

(i) If, notwithstamhng toe restrictions on transfer contained faearem and/or in tiu; 
Articles, tte Issimt determines that any beneficial ownw of Preferroce Shares o^sred in the United States 
in itdiance on Rule 144A under toe Securities Act (A) is a U.S. Person and (B) is not both (iXa) a 
Qualified Tmtrihttifmal BuycT witilin the meaning of Role 144A undn the Securities Act or (b), in respect 
of the Oiiginai Purchaser, an institutional "accredited investor" within the meaning of Rule 501(aXl), (2), 
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(3) or (7) and (ii) a Qualified Purdiascf, then ttic Issuer may require, by notice to such Holder, that such 
Holder sdl all of its ri^it, thie and iiUerest to aich Preference Shar» to a Person that is both (i) a 
Qualified Bu^ and (ii) a (^lalified Purdiaser, with such sale to be elected wifiiin 30 ^ys 

notice of sudh sale le^firem^ is gi^o. If such benefidal owz^ &il8 to ^ect the transfer reqtured 
wifitin such 30^y period, (i) upon direction fiom the Collateral Mana^ or tl» Issuer, the Share 
Rqgi^rar, on bdmlf of and at the (cgxaose of the Issuer, shall cause such beneficial owner's interest In 
sudi Preference Shar e to be transferred in a consnetciaUy reas o nable sale (con du c te d by an in>^£tn»nt 
banker selected by the Paying in accordance with Section 9-6!0(b) of Unifemn Commercial 
Code as in efiect in the Static of New York as applied to securities that are sold on a recognized maiket ot 
that day d^.line speedily in value} to a person that certifies to the Share Registrar, fiu Issuer and the 
Collateral Manner, in connection with su^ transfer, that such person is both (a) a Qualified Institutianal 
Buyer and (b) a Qualified Puidiaser and (iO pending such tranker, no further payments wUl be made in 
raped of PrefeciK» Sfaara held by such beneficial owner. 

SectioB 9. Liabtlitv . 

None of the Agents or directors, officers, eiiq>loyees or agoits of any of Utem shall be 
liable for any act or omission hereunder except in the case of criminal conduct, fiaud, gress negli^nce, 
bad fidth, or willful misconduct of the applicable Agent, as the case may be, in violation of its duties 
under tWs A g r ee m ent. 'Ibc duties and obligations of the Agents and the eaployees or agents diall be 
determined soldy by the oepras provisions of this Agreement, and they shall not be liable except for the 
perfermance of such duties and obligations as are ^wcifically set forth herein, and no uzpUed covenants 
or obiigafions shall be read into this Agreement against them. The Agents may consult with counsel and 
shall be folly protected in any action reasonably taken or omitted to be taken in good faith, in reliance 
tqjon and in accordance with the advice of such counsel, hi particular, neither the Issuer nor the Agents 
will haw any responsibUity or liability for the performance by the Dqiositaiy, Clearstream or Euroclear 
or their respect i ve participants or indirect participants of their respective obligations under the rules and 
procedures governing their operations. 

In the absence of criminal conduct, fiaud, gross negligoice and willfol misconduct tm its 
part, each of the Agents may rely conclusively and shall be folly protected in acting or refra^g from 
on any pctic e, certificate or other document furnished to it hereunder and reasonably believed by it 
in good faith to be genuine. No Agent shall be liable any action taken by it in good faith and 
reasonably believed by it to be within the discretion or powers conferred upon it, or taken by it pursuant 
to any direction or instruction by which it is governed hereunder, or omitted to be talom by it by reason of 
the lack of direction or instruction required hereby for su^ action. The Agents shall in no ewnt be liable 
for the application or miaqipHcation of funds by any other Person, or for the acts or omissions of any 
otiier Poson. Paying Agent and the Transfer Agrat shall not be bound to make any investigation into 
the facts or matters stated in any certificate, report or other document; provided that, if the form thereof is 
prescribed by this Agreement, the Pa)dng Agent and the Transfer Agent, as the case may be, shall 
wYwrmtw the ti) determine whether it conforms on its face to the requirements hereof. Each of the 
Agents may ^ocise or cany out any of its duties untter this Agreement either directly or mdirectiy 
through nomiirees, custodians or atUaneys, and none of tiie A^its shall be responsible for any 
or ftmigginna c® fho pBit of any siuti agent, nominee, custodian or attorney appointed with due care; 
provided tiiat iw sudi deletion to any agent, nominee, custodian oi attorney shall relierre sut^ of 
any of its (hitia or responsibUitia under this AgreemoQt. To the exioil permitted by B]:^li^le law, iu> 
Agent be required to giw any bond or surety in the execution of its dutia. No Agent diall be 
deoned to haw knowlei^ or notice of any matter unless actually known to an officer of flie relevant 
Agrat, as appUcable, or unless the Paying Agent or the Transfer Agrat, as applicable, has received written 
notice thereof from the Issuer, the Collafenl Manager, the Trustee, or the Holder of a Preference Share. 
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Is the absence of criminal conduct, fiaud, gross ne^^ce, bad frith and willM 
miscm^ict os tiie part of any A^mt, sudi Agent may conch25i>^lyrriy, as todie truthofthesttfements 
and the correctmss of ttm cessions e xpi e s sed therein, tq>on any certificates or camions furnished to such 
Ai^m which cosfonn on th^ to tl» requirements of this Agreement 

Hoiu! of tite A^mts shall be liable for any error of jmigmont zmule in good faith by an 
officer or offices of st^ Agent, unless it shall be conclusively detezinined by a court of competent 
jurisdiction diat the Agent was grossly negligent or t^ted with miminal cmuhict, fraud, bad faith or \rillful 
misconduct in asc-ertaining fite pertinmit facts. 

None of the provisions of tlus Agre em ent shall require any Agent to mepend or risk its 
own funds or otherwise to incur any liability, financial or otherwise, in the perfmoasce of any of its 
toeunder, or in the exercise of any of its rights or powers if it shall have reasonable grotn^ for 
believing that r^uiyment of sudi funds or indemnity s^factory to it against such risk or liability is not 
assumd to it; unless sudi risk or liability relates to tlu perf^zxtance of its ordinary services bereumkr. 

Whenever in the administtation of the provisions of this Agreement an Agent shall deem 
it necessary or desirable that a matter be proved or established prior to taking or suffering any action to be 
talqm lusieunder, such Agmit (unless other eridmee in respect thareof be herein ^)ecificaUy presoibe^ 
may, in the absoice of criminal conduct, fraud, gross negUgeame, bad faith and willful misconduct on toe 
partofsu^ Agent, rely on a certificate signed by an officer of the Issuer azul deU>vred to such Agent and 
sa(to certificate, in the absence of criminal conduct, fraud, gross negligence, bad frith and willful 
on the jMot of the Agent, «>iaH be full warrant to such Agent for any action taken, suffered or 
omittKi by it under the {mavisions of this ^reement iq>on the faith thmeof. 

Section 10. Indemnification. 

The Issuer agrees to indemnity and l^ld harmless the Agents, and thrir respective 
directors, officers, esployees, and agents from and against any and all liabilities, costs and e:q)enses 
( including reasonable le^ fees and expenses) diiectly or indirectly relating to or arising out of or in 
cormection with its or their performance under this Agreement, except to the extent that they are caused 
by the criminal conduct, fraud, gross ne^gence, bad frith, or willful miscooduct of the applicable Agent, 
as toe case may be. Tito fore^ing indemnity includes, but is iri^ limited to, any action taken or mnitted 
in good fiuto within the scope of this Agreement upon telephone, telecopier or other electiomcally 
transmitted instructions, if authorized herein, received from or reasonably believed by the ^licable 
Agent, as toe case may be, acting in good frith, to have been given by, an Autlmrized Rq)re56ntative. 

indenmity shall survive the resignatioo or removal of any Agents and toe satisftetion or termination 
of this Agreex^t. 

Section 11. Compensation of the Apents . 

<a) Pursuant to. and at the tunes and to the extent contenplated toe Indenture, toe 
Iriistee «ball fc»Wd to the Paying Agmit and the Transfer Agent conpeosation at such amounto and/or 
rates as be agreed between toe Issuer and, as applicable, the Paying Agent arri the Transfer Agrat in 

writing and ffinn time to ahali reiiDlnnse ^ Paying Agent and the Transfer Agent for tltoir 
respective rcascmable out-of-podeet oqienses (including reasonable legal fe^ ami expenres), 
disbursentonts, ami advances incurred or made in accordance with any provisions of tbui Agreontont, 
any sutto e:q>ense, disbursnnent, or advaime that may be attributable to its gross negligence, b^ 
feito or willful misconduct. The obligations of toe Trustee to the Paying Agent ami the Tninsfer Agent 
pursuant to toe Indentore and this Section shall survive toe resignation or removal of the Trustee and 
satisfaction or termination of tois Agreonent Notwithstanding any povisiem of tois Agreenumt to the 
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contrary, to the tnctent asunmts owing to the I^qdng Agent and Transfer Agent firozn time to time 
pursuant to diis Sectitm 11 remain uzipaid, die Paying Agent and the Transfer Agent shall be cabled n> 
pay to itself, for s^licadon to such unpaid amounts, any funds held or recd>^ by it at any time or times 
under or pursuant to fols Agreemesit prior to matring paymort of amounts otherwise requhvd ui^er this 
Agreement to be made to foe Preference Shar^lfoss (or any other Persom). 

(b) Pursuam fo, and at tl» times and fo the extent conUnoplated by Indoifor^ foe 
Trustee shall forward to the Share Ifogistiar conq>ensation at such amounts an^or ra;^ as shall be agreed 
between tin; ibsuca' the Share Registrar in writing. 

Secdon 12. Notices. 

(a) All c omm unications by or on bdialf of the Issuer relating to foe transfer, 
exchange, or paynmnt of a Pre fer e n ce Share or any interest therein shall be directed to foe Pa^ng Agon, 
the Transfer Agrat and the Share Registrar at its address set forth in subsection (c) hoeof. 

(b) The Paying Agem shall promptly notify foe Preference Shareholders of the 
occurrence of an Event of De&ult under the Indenture of which it receives written notice &om the 
Trustee. 


Where this Agreement provides for notice to Preference Shareholders of any event, suefo 
tmdee sh^l be sufficiently given (unless <Mherwise herein cqnessly providetO if sucb notice is in writing 
and mailed, first-class postage prepaid or o\«might deli^y, or sent via fecsimile or e-mail to each 
Prefererme Shareholder affected by such event, at such Prefoence Shar^ldei^ address as it q^>ears on 
the Share Register, in the case of (a) or (b) n<A later than the latest date, and not earlier than tte earliest 
date, prescribed for the giving of such notice. All such notices shall be mailed or transmitted fiom outside 
foe United States. 

Neither foe failure to mail or transmit such rmtice, nor any defect in any notice so mailed 
or transmitted, to any particular Prefe re nce Shaidiolder shall af^ the sufficiency of suefo notice with 
respect to other Preference Shareholders. Any notice that is givra in the manner herein provided shall be 
pr^runred to have been duly given whether or not actually received by such Prefoence Shareholder. Any 
notice to Prefoence Shareholders provided for in this Agreement will be deemed to have been given on 
foe date of mailing or transmission. 

Whoe this Agreement provides for notice in any manner, such notice may be wuved in 
wiiting by aay Pcson entitled to receive sucb notice, either b^ore or after the event, and such waiver 
shall be foe e^valent of such notice. Waivers of notice by Preference Shardrolders diall be filed wifo 
the Paying Agimt but sucb filing shall not be a condition precedent to the validity of any action taken in 
reliance tqxm sudi waiver. 

In the event that, by reason of the su^Knsion of the regular mail service as a result of a 
strike, work stoppage or similar activity, it shall be inqnBctical to mail notice of any event to Inference 
Sharctolders whm sudi notice is requhed to be given pursuant to any provision of this Aff^aneat, tbm 
any ™nner of giving such notice as shall be satisfactory to the Pa^ng Agent shall be deoned to be a 
suffici^ giving of such notice. 

(c) Notices and other communications hereunder shall (excqit to the exUmt 
otherwise expressly provided) be in writing and shall be addressed as follows, or to su^ otirer addresses 
as tlte parties hereto shall specify fiom time to time: 
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(i) ifto the Issuer 

Gemstone CDO VQ Lbl 

c/o Deutsche Bank (Cayman) Limited, 

P.O. Box 1984 

Grand Diyman KYI -1104, 

Cayman Islands 
Fwsimilc: (345)949 8244 
Telq^ne: (345)949 5223 
Attemion: Dire^rs 

(ii) ifto die Share Registrar 

Deutsche Bank (Cayman) Limited, 

P.O. Box 1984 

Grand Cayman KYl-n04, 

Cayman Islands 
Facsimile: (345) 949 8244 
Telephone: (345)949 5223 
Attention: Directors 

(iii) ifto die Paying Agent or to the Transfer Agent: 

Deutsche Bank Trust Coograny Americas 
1761 East St. Andrew Place 
Santa Ana, California 92705 
Attn: CDO Business Unit - Gemstone VI 
Telephone: (714) 247-6000 
Telefax: (714) 247-^83 


(iv) if to the Collateral Manager 

HBK Investments L.P. 

300 Crescent Court Suite 700 
DaUas, Texas 75201 
Attrition: Legal Dq»rtment 
Telephone: (214) 758-1207 
Telefax: (214)758-6107 


Section 13. Reaienatlon or Removal of Agent and Appointment of Snccessor 
Agent; Merger. Converrion and Consolidation. 

(a) The Issuer agrees, for the beimfit of the Holders of the Pr e f e rence Slares, that 
there shall at aH tinuss be a Paying Agent, a Transfer Aged and a Share Regutiar hereuiuler which shall 
be a con^rany auUmrized to engage in the activities set fortii in tins Agreement, subject to siqjervincm or 
examinatitm by govanmental authorities, until all the Prefereoce Shares shall Iteve been, redeenxd; 
provuied that (i) the Paying Agent, the Transfer Agent or the Share Registrar shall act throng an afBliate 
or agent loca^ outside the Un^' States, -except to the extent otherwise ex|m;ssly provided in, or 
pmmitted by, this Agreement; fd) neither the Paying Agent nor the Transfer Ag^ nor tire Shme 
Re^strar will be regarded as acting through an office in the United States by reason of engining the 
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Trustee the CoUatoral Maoa^ for oormittation, advice, infonsatioii or recornmendatiwa regarding, or 
utilizing the sauces of die Tnistee to review, or to pr^are and provide drafts of, or otherwise to peafcnm 
itiinirt aial or advisory services concenoing, any notices, rqxnts, and oftter documoite to be r^idcred, 
nahrtaincd or review*^ by ti» Paying A^t, the Transfo* A^t or the Share Registrar uxkler toe tenns of 
this Aereenttut (induding witht^ limitation shareholder accouiding and reports), and concenung any 
otl^ dutira or services to be performed by the Paying Agent, the Transfer Agent or tl^ Share R^strsr 
under toe terms of tois Agre em ait (uKiuding without Undtatimi matters pertaining to the transfer, 
cxdumge and replac^itont of Prefomce Shares, calculation, allocation, distribution and withholding of 
payntonts), and (iii) notwithstaruiing toe prece^g proviso^ the ibllowing shall, if and to the ei^st 
requhred by this ^cemmt to be performed by toe Paying Ageait, the Transfer A^nt or toe Share 
Re^^rar, be performed or carried out by the Paying A^nt, the Transfer Agent or toe Share Re^^rar and 
not by toe Triistoe acting for the Paying Agent, the Transfer A^nt or toe Sluue Ri^istrar (A) 
communicatmg (inch^ing toe fuzniahing of finandal r^xuts) with Preference Sluueholders conOTning 
tlto Prefero^ Shmes toe Issuer, conummicatixg with toe general pubhc concerning dto Prefoence 
Shares or tl» (C) effecting any exchange of Preference Shares (except toat toe Paying Ag^ toall 
be pexmitt^ to con^t wito the Trustee and call upon toe Trustee to review and advise with respect to the 
form of Preference Shares and conqiliance with the requirements for transfer, including review of 
r»juiied transfer docunwntation), (D) accepting subsoiptions of Preference Shaidiolders, maintaining 
principal corporate records or broks of account of toe Issuer, (F) auditing books of account of the fesier, 
(G) disbursing payments to Preference Shaieholdos of toe Irauer (u other payments relating to toe Issuer, 
(IQ pub lishing or furnishing the offering and the Pre fe r e n ce Share Redemption Price of Preferei^ 
Sbar^, (I) conducting meetings of Pre fere nce Shareboitfers, or (J) effecting, mailing or publishing notice 
of toe r^en^tion of the Prefoeoce Shares, recriving presentment of such Preference Shares therefor or 
disbursing payments of the Prefecc o c e Share Redecqition Price to Prefocnce Shaieholders in c<mnection 
therewith, or moving registration or exchanges of toe Pr e ference Shares {provided Jurther that nothing in 
this proviso «haU be construed as inqilying that toe Paying Agent, toe Transfer Agent or toe Share 
Registrar has any such duties set forth in (A) throi^ (J)). 

(b) Each Agent may at any time resign as such a^it by giving writtoi notice to the 
Issuer, toe Collated Manager and the Preference Shareholdos of such intention on its part, spedfying 
toe date on whiito its desired resignation shall become effective; provided that such date shall be not less 
t han 45 days after the giving of such notice by the Paying Agent, toe Transfer Agent or the Share 
Registrar to the Issuer. The Pa^ng Agent, toe Transfer Agmt or toe Share Registrar may be removed at 
any time by toe Issuct or by a MaJority*in-Interest of P refc raic e Sharehokters by toe filhig wito it of an 
imtoimoit in writing signed by an Authorized Rqiresentative of toe Issuer acting on bdtialf of the Issuer 
or at toe direction of a Majority*in*Interest of Preference Shardiolders and ^ecifying such removal and 
tlm dat^ which shall be at least 45 days after toe date of such writtoi notice, iq>OD which it is intemled to 
become effective. Any such resignation or removal shall take effect on the date of toe appointment by toe 
IssuCT, acting on its own behalf or at the directiem of aMajority-in'lntereA of Preference Shmnrimld^ of 
a successor paying agent or transfer agent and the acceptance of sudi appointment by such simeessor 
paying agent or transfer agent toat qualifies as such uo^ dause (a) of this Sectioa In the event of 
resignatica); by toe Paying A^mt, the Transfer Agent or toe Share Registrar, if a successor a^nt hie imt 
bemi aiqxrintod by tite Issuer within 90 days after the giving of notice by or to toe ^ying A^nt, the 
Transfer Agrat or the Share Registrar, toe Paying Agmit, tl» Transfer Agent or the Shuxs Re^strar, as 
^licable, may, at the expense of toe Issuer, petitiem any court of conpertoit jurisdiction tor rqpoizttment 
of a 5ucc(»^ Paying Agent, the lYansfer A^t or the Share Registrar provided that H toall qualified 
untfer clause (a) of this Section. Upon any such lesi^iation or removal and tqxm payment of all nmnies 
due and payable to the Paying Agi^t or Transfer ^enl, the Paying Agent or the Transfer Agezft or tlus 
Share Registrar shall transfer to toe success^ Faying Agimt, the Transfer A^nU or tl» Share Ri^strar 
(or, if none shall have been appointed, to the Issuer) all monies held by toe Paying Agent or the Transfer 
A^snt on behalf of the Isaier in respect of any Preference Shares and all books arui records related to 
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Preference Shares maintained by the Paying A^nt, the Transfer Agoot or tl» Share Regi^rar, iiKiluding a 
coi^ofthe Share Re^ster. 

(c) Any corporation or bank into which any Agent bereunder may be merged 
con\«rted, or any coipor^on or bank with whidi such Agent may be consolidated, ot any cmpc^tion or 
bank remlting fiom any merger, conversion or consolidation to which such Agent shall be a parly, or any 
cmpmation or l^mk to which such Agent shall sell or otherwise transfer all or substantiaDy iU of tte 
assets and business of st^ AgeiU, provided that it shall be qualified under clause (a) of this Action, shall 
be the s^cesst^ Agent, as ^licable, under this Agreement, without the executitm cn filing of |^)er 
or any furtho' act on the part of any of the parties hereto. 

(<0 Ihe succ^sor Agent, as iqrplicabl^ shall give prmrq>t notice of fin; resignation 
and remove of Paying Agent, the Transfer Agent or the Share Registrar, as ^licable, ^ the 
appointment of a successor Agent, as ai^licable, by notifying Holders of the I^eience Shares in 
accordaiu» with Section 12 hereof. Ea^ notice sh^ mdurb the name of the successor A^aol and ds 
address of the office from which this Agreement shall be administered. 

Section 14. Benefit of Agreement 

Tbis Agreement is solely for the boaefit of the parties hereto, the Holders of the 
Prefcatnce Shares and their re^rective success<xs aid assigns, and nothing herein, express or mq>ti6d, 
shall gi^ to any other Perscms any benefits or any legal or equitable ri^t, remedy or claim under or by 
virtue of this Agreement. No party hereto may assign any of its li^ts <yt obligations hereund er except 
with the prior written consent of all the parties hereto. 

Section 15. Preference Shares Held bv the Agents: Other Boslncst Relations. 

Each Agent, in its individual or other edacity, may become the owner or pledgee of tlie 
Preference Shares with the same ri^its it would have if it were not acting as paying a^nt, transfer agent 
or share registrar, as ^licdile, hereunder. Each Agent may conduct other business with the Issuer from 
time to time (including but not limited to its appointment and service as Principal Paying Agent under the 
Indenture in the case of Deutsche &nk Trust Conq>any Americas and as Administer in the case of 
Deutsche Bank (Caythan) Limited.) 

Section 16. Amendment. 

This Agreement may not be amended by any party hereto except in writuig executed by 
each party hereto (with the prior written approval of the holdm of a Majority-in-lnterest of Fr efe r em x 
Shareholders). The Issuer shall provide {aonqjt written notice to the Rating A^ncy if this Agreement 
slmU be asKmded or otherwise modified 

Section 17. Governing Law and Submission to Jnrisdlction. 

This A g reem a rt is to be delivered and perfonned m, and shall be con^itred and enforced 
in accordance with, and the rights of the parties shall be governed by, toe laws of the State of New Yoric. 
Ilie Xssura- hereby agree that ai^ judicial proceedings instituted by any of the Paying Agent, the Transftn' 
y^ent ami/or ti» Share Registrar is relatitm to any matter arising und^ tois Agreoiumt or the P r efe ren ce 
Shares may be in any court having subject matter jurisdiction in the State of New Ycuk 

(inchnling, wititout limitatiDii; federal courts located in the State of New York); iirevo^ly ac«q}ts 
generally and ur^nditiomlly tl» jurisdiction of such courts, acknowled^ their competonce and 
irrevocably agree to be bound by any judgment rendoed in such proceeding; and irrevocably designates 
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and i^tos CT Corporation System, 111 Ei^ith Avenue, I3th Floor, New Yoric. New York 1001 1 as 
dre ag«^ of the Issuer to reedve cm its bdialf service of all process brou^ ^;ainst the Issuer with lecpect 
to simh proceedii^ in any such court in the State of New Yorif^ such service being herdt^ 
adomwledged by the Issuer to be etk^yt and binding on it in evray respect If for any leascm sudt 
agent shall cease to be available d) act as such, then the Issuer diaU dt^gn^ a new agent In foe City of 
New York. Any pai^sernsgsinfo process on such process agent shall also send a copy of stnfopnrcess 
to foe Itesuer at ite registered address, but foe foilcne to do so shall not a^ect foe validity of service on foe 
process a^mt Nothing cordained herein shall in any way inhibit foe ability of any of foe Paying A^t, 
the TrmsSa Aesat and/or dm Share Registrar to serve process in any otto manner or bring actions or 
proceeds^ in such ofoer juiisdictioBS and in such manner as may be permitted by iq^Hcable law. 

EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMTITED BY LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL 
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

Section 18. CopntCTnarts . 

This Agreement may be executed by foe parties hereto in any number of counterparts, 
and by eadi of the parties hereto in sq>arate counterparts, and each such countei]>art, when so executed 
and delivtned, be deemed to be an original, but ^ such counterparts shall together constitute but one 

and the same instrumenL Delivery of an miecuted signature page hereto by facsimile or ofoer electronic 
means shaU be equally effective as ddivery of an oripnal signafore page. 

Section 19. Exhibits . 

The exhibits to fois Agreement are hereby incorporated and made a part hereof and are an 
inte{pa] part of this Agreement. 

Section 20. No Petition. 

The Paying Agent, foe Transfor Ag^t and the Share Registrar, by entering into this 
Agreement, each hereby covenant and agree that it will not at any time institute against foe Issuer or foe 
Co>l85uer, or raluntarily join in any institution against foe Issuer or the Co-Bsuer of, any banknqitcy, 
m n r ga n izati on, arrangement, insolvency or liquidation proc e edings, or othc proceedings unto any 
United States federal or state bankruptcy or similar law of any juii8di<nion >^thin or wifoout foe Unit^l 
Static in connection with any obligations relating to Urn Preference Shares or this Agreement for a period 
of one-year and one-day or, if longer, foe pre fe rence imiod then in effect following foe Trust Termination 
Date; provided, however, nothing he^ shall prohibit foe filing of proofs of claim in connection with any 
{Rufo prt>ceediz%. The parties hereto agree fold they will not anm^ modify or waive the provisions of 
this Section 20 wifoout foe prior consent of the Rating Agencies. 

Section 21. Pre scr iption. 

Dividcnuls and the Preference Share Redenqrtion Price payable with re^met to the 
P ref e n amc Shares will cease to be payable by foe Issuer if such non payment is due to insufficient 
inrtructions (or in tim case of foe Preference Sh^ Redenqrtion Price, if foe share certificates with respect 
to the Preference Stoes are xxot presenied for payment also) within ten years from the lUsievant Date 
therefor. ’' Rdevaat Date ” means the date on which foe final payment in respect of tire Pretoence Shares 
first becomes due, except foat if foe full amourtt of the monies payable has not been duly received by foe 
l^yii^ Agent on or ptiat to stoi due date, it means foe date on wtticb such monies have been so recri^^. 
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Se(^D22. IdMttfficaHon of Preference Shareholdent. 

On demand of the Isauer, a Holder of a Prefenatce Share will notiiy ihs teer and the 
Paying whether or not the Preferotce Share is held by a U.S. Person and the name and status of 
Holder as an individual, partiwiship, cmporation, or other entity and sudi other informaticm the Issuer 
shall reasonably recpiest for purposes of tax reporting of the Issuer or otha Pt cfereuce Sharelmlders. 

Section 23. OEF Election. 

(a) If required to prevent the withholding and impositian of United States income 
tax, the Issuer diall deliver ox cause to be delivered a United States Internal Revenue Service Fmm W-8 
to eadi withholding t^enl related to an CoUataal Debt Security and each issuer of an Eli^le Investment 
iiududed in the Collateral at the time si^ CoUateral Debt Security or Eligible Investntent is purchased 
the hisiter and annually thereafter and as otherwise required by af^Ucable U.S Tmasy Reguladcms. 

(b) The Issuer will take all actions necessaiy in order to permit any Imlder of equity 
in tibe Issvter, or any Holdc of a Preference Share, or any Imlder of a Note that is or nuty be chajwtetized 
as an equity intoest in the Issuer for U.S. federal income tax purposes to make a ”qualified electix^ Rind" 
election for U.S. federal income tax purposes, including causing any sudi Person to be provide annually 
a timel y and ccmqilete "PFIC Annual Statement" as <tescribed in U.S. Treasury Regulation Section 
1.129S-l(g) or any success thereto, as well as supplying any additional informatimi which such Pereon 
may n^sonably request and which is in the possession of the Issuer. 

Section 24. Perfomumee of Fnactions Outside the United States . 

The Paying Agent ghall perform its functions throu^ an agent or affiliate outside the 

United States. 


Section 25. Survival of Provisions . 

Notwithstanding the satisfaction and discharge of this Agreement, the rig^ and 
obli^tions of the Issvrer, the Paying Agent, the Share Registrar and the Preference Shareholders under 
Sections 13, 20, 22. 23 a^ 26 otherwise survive termination of the ri^ds of tte parties heieunda. 

Section 26. T.iinhed Recourse 

Notwith^anding any other provision of this Agreement, the Paying Agent, the Share 
Itogistrer and the Transfer Agent acknowledge that the obligations of the Issuer unto this Agreement will 
be ttenrecourse obligations of the Issuer payable solely from the CoUateral in accordance with the Priority 
of Payimints. Neither the Issuer nor its Affiliates, nor any of its respective agents, partners, beneficiaries, 
officers, directors, employees or successors or assigns shall be persemaUy liable for any amounts payable, 
perfcmnance diu;, unto tiiis Agreement Following realization of the Collateral arid ite ^[^lication in 
iuxordance with the hidenture, aity outstanding obligatioi^ of the Issuer hereunto shall be ertinguished 
and s bflH iKd timreafler revive. The parties hereto e^re that they will not amend, naodify or waive tire 
provisiems of tins Section 26 without the prior consent of the Rating Agencies. 
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IK WTTNE^ WHEREOF, the parties bento have exeotrted tins Fteferesee Share Fayi&s 

Agen^ freemen as of ^ and year Bist above wnttea 

GEMSTONE CDO Vn LTD. 


Name: 

Itde; 


DEUTSCHE BANK ITtUST CXMkffANY AMERIC^. 
not in Its individiial capaciQr bat «o)^ as Paying 



•Tbw Susan Anderson 

Assistant Vice President 

Name: Kathleen Oannaway 
Utic: Assistant Vice President 


DEUTSCHE BANK (CAYMAN) UMITED, 
aaShanR^iistm 


Name: 

TtUe: 


CcQistSBe VD- PidSareBoe Sbare ?s^ Agency 
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F.ThRiitA-1 

FORM OF SHARE CERTIFICATE 
GEMSTONE CPQ Vn LTD. 

Number Preferotce Shares QJSIP 

-[ ]- -[ ]- [ ] 

b^rpoiated under the laws of the Cayman Islands 
US $845.00 C^hat divided into 250 Ordinary Shares 
of a nominal par value of US $1.00 per share and 
59,500 Preference Shares of a par valtw of US $0.01 po* share 

THIS IS TO CERTIFY THAT 

-n- 

is the registered holder of 

] Preference Shares- 

in the above-named C(niq>any sut^cct to the Memorandum and Articles of Association thereof. 
ISSUED BY the said Coa^>any on this Mar^ 15, 2007. 

EXECUTED on behalf of the said Company by: 

ATTORNEY 
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THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND WEI NOT BE 
registered UNDER THE SECURITIES ACT OF 1933, AS AMENDED CTHE " SECDRmES 
ACT "!. OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY 
OTHER JURISDICnON, AND MAY BE RESOLD. PLEDGED OR OTHERWISE TRANSFERRED 
ONLY {AXO TO A PERSON WHOM THE SELLER REASONABLY BEUEVIK IS A "QUAUFffiD. 
INSTITUTIONAL BUYER* WITHIN THE MEANING OF RULE 144A UNDHl THE SECURITIES 
ACT (" RULE 144A "1. PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN 
THAT THE RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE 
EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR {2) IN 
AN OFFSHORE TRANSACTTON IN ACCORDANCE WITH RULE 904 OF REGULATION S 
UNDER THE SECURIITBS ACT r' HEGPLATlON S ") , (B) IN COMPLIANCE WITH THE 
CERTTFICATTON AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER CHARTER 
REFERRED TO BELOW AND THE PREFERENCE SHARE PAYING AGENCY AGREEMENT 
REFERRED TO BELOW AND (Q IN ACCORDANCE WITH ANY APPLICABLE SECURITIES 
LAWS OF ANY STATE OF THE UNTIED STATES AND ANY OTHER APPUCABLE 
JURISDICTION. THE ISSUER HAS NOT BEEN REGISTERED UNDER THE INVESTMENT 
COMPANY ACT OF 1940, AS AMENDED OHE " INVESTMENT COMPANY ACT '!. NO 
TRANSFER OF THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST 
HEREIN) MAY BE MADE (AND NEITHER THE ISSUER NOR THE TRANSFER AGENT NOR 
THE SHARE REGISTRAR NOR PAYING AGENT WILL RECOGNIZE ANY SUCH TRANSFER) IF 
(A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT 
(WnmN THE MEANING OF THE INVESTMENT COMPANY ACT) THAT IS NOT (I) A 
"QUALIFIED PURCHASER” AS DEFINED IN THE DIVESTMENT COMPANY ACT, (D) A 
"KNOWLEDGEABLE EMPLOYEE’ WITH RESPECT TO THE ISSUER WITHIN THE MEANING 
OF RULE 3o-5 UNDER THE INVESTMENT COMPANY ACT O R (IE) A COMPANY 
BENEFICIALLY OWNED EXCLUSIVELY BY ONE OR MORE "QUALIFIED PURCHASERS’ 
AND/OR "KNOWLEDGEABLE EMPLOYEES” WITH RESPECT TO THE ISSUER, (B) SUCH 
TRANSFER WOULD HAVE THE EFFECT OF REQUIRING THE ISSUER OR THE COLLATERAL 
TO REGISTER AS AN INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT. 
(C) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S. RESIDENT 
WHICH IS A FLOW-THROUGH DIVESTMENT VEHICLE OTHER THAN A QUAUFYDIG 
INVESTMENT VEHICLE (EACH AS DEFINED IN THE ISSUER CHARTER) OR (D) SUCH 
TRANSFER WOULD BE MADE TO A PERSON WHO IS OTHERWISE UNABLE TO MAKE THE 
CERTIFICATIONS AND REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER 
CERTIFICATE ATTACHED AS AN EXHIBIT TO THE PREFERENCE SHARE PAYDIG AGENCY 
AGREEMENT, DATED AS OF MARCH 15, 2007, MADE AMONG THE ISSUER, THE PAYING 
AGENT AND TRANSFER AGENT. AND THE SHAKE REGISTRAR (THE " FREFEKENCE 
SHARE PAYING AGENCY AGREEMENT "'). ACCORDD40LY, AN INVESTOR IN THIS 
PREFERENCE SHARES MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE 
INVESTMENT FOR AN DTOEFINITE PERIOD OF TIME. 


NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO. ON BEHALF OF OR 
USD4G THE ASSETS OF (I) AN EMPLOYEE BENEFIT PLAN SUBJECT TO TTILE I OF ERISA OR 
A PLAN SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE OF 1986, AS 
AMENDED (IHE "CODE") (EACH SUCH PLAN. AN "ERISA PLAN^; (II) A COLLECTIVE 
INVESTMENT FUND, SEPARATE ACCOUNT OR OTHER ENTTTY WHOSE UNDERLYING 
ASSETS ARE TREATED AS "PLAN ASSETS" OF AN ERI SA PL AN UNDER U.S. DEPARTMENT 
OF LABOR REGULATION SECTION 2510.3-101 (A "BENEFIT P LAN INVESTOR"); OR (m) A 
PERSON ACTTNO ON BEHALF OF AN ERISA PLAN AS MODIFIED BY SECTION 3(42) OF 
ERISA. 
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F.TMhitA.l 


FORM OF REGULATION S GLOBAL SHARE CERTIFICATE 
GEMSTONE CDO VH LTD. 


Number 

}- 


Preference Shares 
)- 


i 


ism 

) 


hKxnporated under the laws of the Cayman Islands 
US $845.00 Capital divided into 250 Ordinary Shares 
of a nominal par value of US $1 .00 per share and 
59*500 Preference Shares of a par value of US $0.01 per share 

THIS IS TO CERTIFY THAT 

-CEDE&CO.- 

is the registered holdo’ of 

-{ J Pr^trence Shares - 

R the above-nam^ Conq>any subject to the Memorandum and Articles of Association thereof. 
ISSUED BY the said Con^any cm this March 15* 2007. 

EXECUTED on behalf of the said Con:q>any by: 


DIRECTOR 
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THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND 
mUL NOT BE REGISTHiED UNDER THE SECURTTIES ACT OF 1933, AS 
AMENDED (THE " SECDRmES ACT "1. OR THE SECURUTES LAWS OF ANY 
STATE OF raE UNITED STATES OR ANY OTHER JURlSDlCnON, AND MAY 
BE RESOLD. PLEDGED OR OTHERWISE TRANSFERRED ONLY (AXl) TO A 
PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED 
INSmUnONAL BUYER" WITHIN THE MEANING OF RULE 194A UNDER THE 
SECURITIES ACT f" RULE 144A "V PURCHASING FOR ITS OWN ACCOUNT, TO 
WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR OTHHl TRANSFHl 
IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM SECURITIES ACT 
RKHSTRATION PROVIDED BY RULE 144A OR (2) IN AN OFFSHORE 
TRANSACTION IN ACCORDANCE WITH RIHE 904 OF REGULATION S UNDER 
THE SECURITIES ACT C REGIILATTON S "'l. (B) IN C OMPL IANCE WITH THE 
CERHFKATTON AND OTHER REQUIREMENTS SPECIFIED W THE ISSUER 
CHARTER REFERRED TO BELOW AND THE PREFERENCE SHARE PAYING 
AGENCY AGREEMENT REFERRED TO BELOW AND (C) IN ACCORD ANCE 
WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNTIED 
STATES AND ANY OTHER APPLICABLE JURISDICnON. THE ISSUER HAS 
NOT BEEN REGISTERED UNDER THE DIVESTMENT COMPANY ACT OF 1940, 
AS AMENDED (THE " INVESTMENT COMPANY ACT "V NO TRANSFER OF 
THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY EHEREST 
HEREDO MAY BE MADE (AND NEHHER THE ISSUER NOR THE TRANSFER 
AGENT NOR THE SHARE REGISTRAR NOR THE PAYING AGENT WILL 
RECOGNIZE ANY SUCH TRANSFER) IF (A) SUCH TRANSFER WOULD BE 
MADE TO A TRANSFEREE WHO IS AU.S. RESIDENT (WITHIN THE ME ANING 
OF THE INVESTMENT COMPANY ACT) THAT IS NOT (I) A "QUALIFIED 
PURCHASER" AS DEHNED IN THE INVESTMENT COMPANY ACT, (II) A 
"KNOWLEDGEABLE EMPLOYEE” WITH RESPECT TO THE ISSUER WUHIN 
THE MEANING OF RULE 30-5 UNDER THE DIVESTMENT COMPANY ACT OR 
(IE) A COMPANY BENEFICIALLY OWNED EXCLUSIVELY BY ONE OR MORE 
"QUALETED PURCHASERS" ANDAJR "KNOWLEDGEABLE EMPLOYEES" WITH 
RESPECT TO THE ISSUER, (B) SUCH TRANSFER WOULD HAVE THE EFFECT 
OF REQUEUNG THE ISSUER OR THE COLLATERAL TO REGISTER AS AN 
DIVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT, (C) 
SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A US. 
RESIDENT WHICH IS A FLOW-THROUGH D4VESIMENT VEHICLE OTHER 
THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED DI THE 
ISSUER CHARTER) OR (D) SUCH TRANSFER WOULD BE MADE TO A PERSON 
WHO IS OTHERWISE UNABLE TO MAKE THE CERTTFICATTONS AND 
REPRESENTATIONS REQUIRED BY THE APPUCABLE TRANSFER 
CERTIFICATE ATTACHED AS AN EXHIBir TO THE PREFERENCE SHARE 
PAYING AGENCY AGREEMENT, DATED AS OF MARCH 15. 2007, MADE 
AMONG THE ISSUER THE PAYING AGENT AND TRANSFER AGENT AND THE 
SHARE REGISTRAR (THE " PREFERENCE SHARE PAYING AGENCY 
AGRERMENT "V ACCORDINGLY, AN INVESTOR IN THIS PRHHRENCE 
SHARES MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE 
INVESTMENT FOR AN INDEFDnTE PERIOD OF TIME. 

NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO, ON 
BEHALF OF OR USDIG THE ASSETS OF (1) AN EMPLOYEE BENEFIT PLAN 
SUBJECT TO TITLE 1 OF ERISA OR A PLAN SUBJECT TO SECTION 4975 OF 
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THE U.S, INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE'CODE") 
(EACH SUCH PLAN, AN "BRBA PLAFT); (E) A OMXECnVE INVESTMENT 
FUND, SEPARATE ACCOUNT OR OTHER ENTITY WHOSE UNDERLYING 
ASSETS ARE TREATED AS “PLAN ASSETS” OF AN ERISA PLAN UNDER U.S. 
DEPARTMENT OF LABOR REGULATION SECTION 2510.3-101 (A "BENEFIT 
PLAN INVESTOR”): {m) A PERSON ACTING ON BEHALF OF AN HUSA PLAN 
OR; OR (IV) UNLESS NONE OF OS ASSETS COULD BE DEHUED TO INCLUDE 
"PLAN ASSETS" SUBJECT TO TTTLE 1 OF ERISA OR SECTION 4975 OF THE 
CODE, ANY OTHER BENEFIT PLAN INVESTOR. 
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INVESTOR LETTER FOR PREFERENCE SHARES 


RThihtt B 


Man* 15, 2007 


(1) Deutsdie Bank Trust Cosq)Bny Am^icas 
1761 East St Andrew Pto 

Santa Ana, California 92705 

(2) Gemstone CDO VII Ltd, 

c/o Deutsche Bank (Caysum) Limited, 

P.O. Box 1984 

Grand Cayman KYM 104, 

Cayimnl^ands 

Facsimile: (345)949 8244 

Tclcidmne:(345)949 5223 

.^tettioa: Directora 

(3) pDeutndtt Bank Securities Inc. 

^ Wall Street, New Yoric 
New Yoric 10005 

Attentkm: Global Markets/CDO Group] 


Re: Gemstone CDO VU Ltd. Preference Shares 

Ladies and Gentlemen: 

The undersigned proposes to purchase the Preference Shares identified below issued by Gemstone C^X) 
VB Ltd. (the " Issuer ”), pursuant to its articles of incorporation (the " Articles "), certain resolutions of its 
board of directors pass^ prior to the issue of the Preference Shares (the "Resointioai ") and the 
Pre fer ence Share Paying Agcacy Agreement, to be dated as of March 1 5, 2007 (toother the " Pyefei^j^ 
Share Docpmeiiti ”). between the Issuer, Dwtsche Bank Trust Con^any Americas, as Paying Agent (the 
’♦ Paying Ayeirt ”). and Deutsche Bank (Cayman) Limited, as Share Registrar (the " Share R cglsfrar"). 
Capitalized terms used in this letter which are not defined herein bear the same meanings as in die 
Prefemice ^mre Paying Agency Agre e ment. In connection with our proposed purchase of such 
Preference Shares we a^owledge, represent, agree and confirm that: 

(1) The Pr e ference Shares ba>^ imt been i43proved or disapproved by the SEC or 
any othCT ^vemmental authority or agency of any juxi^cdmi, nor has the SBC or any otho^ 
^vemmental authority or agency passed tqxm the accuracy or adequacy of fids (Bering Circular 
and any representatimi to the contrary is a criminal offense. 

(2) Ifrequired by the Preference Share Documents, we will, prior to any sale, ple^e 
or oU^ transfo' by us of any Pr efe ren ce Shares (or any interest therein), obtain firom the 
transferee and dediver to the Issuer and the Share Re^strar a duly executed transferee certificate 
^idressed to each of the Administrator or the Issuer in the fonn of the relevant exhibit attached to 
the Prefereime Share Paying Agency Agreement and sudi other certificates and other infermation 
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as Issuer or the Share Registrar may reasonably require to con&m that the proposed transfer 
substantiaily complies with the transfix restrictions contained in the ItefereiKM; Slmie Docunents. 

(3) No Prefemtce Shares (or any interest therein) be sold, pled^ or c^ramse 
transfra:^ unless transfer u done in mioi&ruzn lots of 200 shares and integral imilttples of 1 
share in extras thereof. In addition, P refi aotee Shares sold to an initial in reliance on 
l^gulation 144A under the Securities Act (" Rnle 144A Prcferengg Shar^ **’^ will be issued in 
fully Rgistared, defaut3>« fonn and will be transferable only by delivery of the Mst^cates 
presenting such Preference Shares ai^ a duly executed insliuinent of transfer signed by the 
tiansf<ac»’. 

(4) Tbs Prefe ren oc Shares have not been registered imder the Setnzrities Act and, 
dierefore, canm^t be offered or sold in the United States or to U.S. Persons (as defined in Rule 
902(k) promulgated under the Secuiittes Act) unless ^xy are roistered under the Securities Act 
or unless an exar^tion from registration is available. We tmderstand that the Issuer has no 
obligation to register any of the Preference Shares under the Securities Act or to coply with the 
req uir en g nts fw ax^ exemption from the registration requirements of the Securities Act (otiur 
tl^ to siply information specified in Rule 144A(dX4) of the Securities Act required by die 
I^feroge Share Faying Agen^ Agreengnt). 

*(S) We (a) are a Qualified Institutional Buyo* acquiring the Prefinence Shares for our 
own account for investment purposes and not with a view to the distribution thereof (excqrt in 
ruxordance with Rule 144A) or Q>) (i) are not a U.S. Person (as defined in Regulation S) and are 
purchasing such Preference Shares for our own account and not for the ucount or ben^t of a 
U.S. Person and (ii) uulerstand that prior to the end of the Distributioo CorepUance Period, 
intoests in a Prefrnnee Share sold to an initial Holder who is a non-U.S. Person pursuant to 
Regulation S under the Securities Act (” Regnlation S Preference 8hpy ”’> may c^y be held 
throu^ Euroclear or Clearstream. 

*(d) We (a) have such km)wlodge and e:qgrirace in financial and business matters 
that we are capable of evaluating the merits and risks (including for tax, legal, regulatory, 
accounting and other finaisclal purposes) of our prospective investment in Prefermce Shares, (b) 
are financially able to bear such ri^ (c) in making such investment are not relying on the advice 
or recommendations of the Initial Purdbaser, the Issuer, tire Collateral Mana^ or any of their 
respective affiliates (or any representative of any of tig foregoing) and (d) have deterc^ed that 
an mvcstcoent in Pre fe re n ce Shares is suitable and appropriate for us. We have received, and 
have had an adequate opportunity to review the contents of, the Offering Circular dated March 
13, 2007 related to the Preference Shares. We have had access to such financial and otbo* 
tnfonnation conceniing the Issuer, the Preference Shares as we have deemed jgcessaiy to make 
our own independent decision to purchase Preference Shares, including the opportunity, at a 
reasonable tiixg prior to our purchase of Preference Shares, to ask questions rad receive answers 
conoming the Issuer and the terms rad corufitions of the offering of the Pr e fe ren ce Shares. - 

(7) No Preference Shares (ot any interest therein) may be offered, sold, pledged or 
otherwise transferred to (a) a transferee acquiring Rule 144A I^fcrerge sWes excgpt to a 
transferee whom the seller reasonably believes is a qualified institutional buyer (as defined in 
Rule 144A) (a " Omilifled Instttnttonal Buyer s, to whom notice is given that the resale, pledge 
or other tmsia is being made in reliance on the exemption from the legistraticm requiianrats of 
the Securities Act provided by Rule 144A or another exemption from tig registration 
requirements of tig Securities Act (subject to the deliv^ of such certifications, legal opinions or 
ot^ information as tig Issuer may reasonably require to confirin that such transfix is being ma^ 
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pursuant to an exaxqstios fimo, or in a transaction not street to, the registration requirement of 
^ Securities Act), (ii) to a transferee that is a Qualified Purdiaser or is not a U.S. lesidenf 
(within tl» meaning of the Investment Conq>any Act), (iii) to a transferee fiiat b not a Flow> 
Throu^ Investsmnt Vdiide (other than a Quali^^ ^vestment Vehicle), (iv) if such tranter is 
node in conqjUance with tlw catification and other requirements set forth in the Issuer Charter 
and (v) if suc^ bensfer b made in accordance with any applicable securities laws of any state of 
the Umted Stat<» ai^ any other relevant jurisdiction or (b) a transferee acquiring an interest in a 
Regufetion S Prefenaoce Share excqrt (i) to a transferee that is acquiring interest in an 
ofi^iMe transaction (widrin the meaning of Regulation S) in acerndfotte wite Rule 904 of 
Regubtkm S, (ii) to a transferee (other than any transfme who acquires an interest in a 
Re^dation S Preference Share after the end of Om Distribution Compliance Period in an offebne 
traDsaetkm in accordance with Rule 904 of Regulation S) that b not a U.S. resuiteit (within the 
meaning of the Investment Company Act) unless such transferee b a (^lalified Purdiasa’, (iii) to 
a transferee (other than at^ transferee who acquires an interest in a R^ulation S Pr efe rence 
Share after the end of the Distribution Compliance Period in an ofishom transactiem in 
accordance with Rule 904 of Re^dation S) that b iH>t a U.S. resided (widdn the meaning of the 
htws^HKmt Company Act) or a transferee that b md a FIow*Throu^ In\e8tinent Vehicle (other 
than a Quali^di^ Investment Vehicle), (iv) if such transfer b made in compliance with tee other 
requireiDests set forte in tee Issuer Charter and (v) if such transfer b made in accordance with 
any applicable securities laws of any state of the United States and any otter relevant jurisdiction. 

*(8) There b no market for Preference Shares and teat no assurance can be gi>^ as to 
the liquidity of any trading maricet for Prefoence Shares and that it is unlikely that a trading 
maricet for any of the Preference Shares will develop. We further understand that, although tee 
Initial Purchaser may from time to time mate a mark^ in Preference Shares, the hdtial Purdiaser 
is under no obligation to (fo so and, following tee consnencemod of any marketomaking. may 
discontinue the same at any time . Accordingly, we are prq>ared to hold Preference Shares for an 
indefinite pariod of time or until their maturity. 

(9) We either (a) are not a U.S. resident (within the meaning of the hiveslment 
Company Act) or (b) are a Qualified Puzcbascr. No sale, pledge or otter transfer of Preference 
Sbarte (or any interest therein) may be made (a) unless such transfer b made to a transferee who, 
if a U.S. resident (within the meaning of the Investment Conqrany Act) (oteer than any transferee 
who acquires an intoxst in Regulation S Prefnaice Shares aftCT tee end of tee Distribidkm 
Conq^liance Period in an offshore transaction in accordance with Rule 904 of Regulafion S), b a 
Qualified Purchaser or (b) if such transfte would have the effect of requiring tee Issuer or tee 
Collateral to register as an investment conqrany under tee Investmeid Conq>aDy Act If we are a 
U.S. resident, being an entity teat woxild be an investment coiiq>Bny but for tee exception 
provided for In Section 3(c)(1) or Section 3(c)(7) of tee Investmeid Company Act (any state 
entity, an " excepted Invwteient company ”): (x) all of tee botefida! owners of oidstanding 
securities (other than shoit'tenn p^rer) bsu^ by us (such benefidal owners driermiited in 
»»ordance with Section 3(c)(1)(A) of tte fovestment Company Act) that acquired nute settles 
on or befise April 30. 1996 f" Dr»-ameii«faMftnt beneficial owners ^V and (y) all pre-amendment 
benefidal owr^ of the outstanding securities (oteer than sbori-tenn p^>er) of ar^ excqrtod 
inv^tment company teat, directly or indirectly, owns any outstanding securities issued by us, 
have conseided to ovir treatment as a Qualified Purchaser in accordance with the fovestment 
Cosqrany Act 

Tlie Prefemice Share Documents proviefe that ii; notwithstanding the resfridions tm 
transfer cozdained ttoein. tlm Issuer determines that any beneficial ownn of Rule 144A 
Preference Shams (A) b a U.S. Person (within tee meaning of j^^ilaticm S uruter tee Securities 
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and (B) is not both (i) a Qualified InstitutioDai Buyer and (ii) a C^laIified Puzchasea’, then the 
Issuer may require, by notice to sach Bblder, that su^ Holder seU all of its right, title ami intoest 
to Hule 144A Pi e fer e nc e Shares to a Person that is both (i) a Qualified histitutional Bu;^ 
azul 00 a Qualified Puidiaser, wifit such sale to be effected wi^ 30 days afb^ notice of si^ 
sale rec^aremeait is given. If such beneficial owner &ils to effect the tnuisfer reqiured within 
3(^4lay iMsriod, 0) direction from the Collateral Mana^ or the Issuer, the Share Registrar, 
on behalf of at the e]q>a:ise of the Issuer, shall cause such beneficial owner's interest in smdi 

Pzefinence Share to be tzansfared in a commercially reasonable sale (conducted by an investment 
banker Reeled by the Pa>mg Agent in accordimee with Section 9-^l0(b) of tte Ihufcum 
Commercial Code as in effect in the State of New Yotk as applied to securities Uuit are sold on a 
recognized market or that may decline speedily in value) to a person that certifies U> the Share 
Re^strar, the Ibsuear ami the Collateral Manager, in connection with such fiansfer, fitat such 
person is both (1) a Qualified Institutional Buyer and (ii) a Qualified Puicht^ and ^) pending 
such tians^, no fiuther payments will be made in respect of such Preference Shares held by sudi 
bo^ficia! owner. 

(10) No Preference Share may be purchased or transferred to, on behalf of or usii^ 
the assets of (i) an eziq>loyee benefit plan subject to Tide 1 of ERISA or a plan subject to Section 
497S of the U.S. Internal Revenue Code of 1986, as amended (toe^Code”) (each such plan, an 
"ERISA Plan'O; 0i) a collective investment fund, separate account or other entity whose 
undolyiz^ assets are treated as "Plan Assets” of an ERISA Plan unde U.S. Department of Labor 
^gulation Section 2510.3-101 as modified by Section 3(42) of ERISA (a "Benefit Plan 
IhvetoiO: or (Ui) a person acting on behalf of an ERISA Plan. 

(1 1) We repreesit diat, unless we are a (Qualifying firvestment Vdiicle (as defined 
below), (a) if we wot^ be an investment conqiany but for the excqrtion in Section 3(cXl) ot 
Section 3(c)(7) of the Investment Conqrany Act, the amount of our investmoit in the Preferemx 
Shares does not exceed 40% of our total assets (determined on a consolidated basis with our 
subsidiaries); (b) no person owning any equity or similar interest in us has the ability to control 
our investment decisions or to determine, on an investment-by-investment basis, the amount of 
such person's contribution to any investment made by us; (c) we woe not organized or 
reorguiized for the specific purpose of acquiring Preference Shares; and ((Q no additional capital 
or contributions were specifically solicited from any person owning an equity or similar 
intoest in us for the purpose of enabling us to purchase Preference Shares (any su^ oitity in (a), 
0>)» (c) or (d) above be^ herein lefOTcd to as a " Flow-Thronrii Investmeat YeMde ”). For 
this purpose, a " Onaltfving Investment Vehicle " is an entity (i) as to which all of the beneficial 
owners of any securities issued by an entity have made, and as to which (in accordance with the 
document pursuant to which such entity was organized or the agreement or other document 
governing such securities) each such beneScial owno- must require any transferee of any such 
security to make, to the Issuer and die Sham Registrar each of the representations set forth herein 
and in the Preference Share Payii^ Agency Agreeme n t required to made upon transfer of any 
Preference Shares. If we are a Flow-Through Investment Vehicle, we rqmesenf and warrant tfa^ 
either (a) none of die beneficial owners of our semrities are U.S. residaits (within tlm meaning of 
the hivestment Conq>ai!y Act) or (b) some or all of tim beneficial owners of our securtti^ are 
U.S. residents (widifo tire meaning of the Investment Coirqrany Act) and eadi sutdi bermficial 
owner has certified to us that it is a Qualified Purchaser. If we are a Fiow-Tluoug^ bve^nmot 
Vehicle, we al^ rqnesent and warrant that we have only one class of securities outstanding 
(other any nominal share capital the distributions in respect of which are not correlated to or 
(kpendent upon di^butions on, or the performance of^ the ^fercoce Sbar»). 
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(12) No 1^ Y lostibJUoQ may tiassfer any Preference Shares lM^ld by it to any pemm 
other thm (a) a person or group of persons under common control that controls the Issuer witlurut 
rderoice to any Preference Shares transferred to such person or group hy such Reg Y Institution 
(a " CiHrtTOllIng Partv ”\ (b) a peiscm or pereons designated by a DnlroUing Party, (c) In a 
widespread public di^bution as pst of a public offering, (d) is amounts such that, alto givii^ 
effca ffioeto, ZK) sii^e transferee and its affiliates will told more than 2% of the ^gregate 
number of Preference Shares (including all options, warrants and shnihur limits eaerdsable ot 
comrertible into Prefensree Shares) or (e) as otherwise permitted by appUcufele U.S. Fecfeial 
baiddng law and regulatimis. 

(13) We are mM: a member of the public in the Cayosan Islands. 

(14) A legend in substantially the following form will be placed on certificate 
representing any Preference Shares: 

THE PRH^ENCE SHARES REPRESEimD HEREBY HAVE NOT BEEN AND 
wax NOT BE REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AhffiNDHJ (THE " SECURITIES ACT "). OR THE SECURITIES LAWS OF ANY 
STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY 
BE RESOLD, PLEDGED OR OTHHIWISE TRANSFERRED ONLY (AXl) TO A 
PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED 
INSirrUnONAL buyer" within the meaning of rule 144A UNDER THE 
SECURrnES act (" rule 144A "^. purchasing FOR ITS OWN ACCOUNT, TO 
WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR OTHER TRANSFER 
IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM SECURITIES ACT 
REGISTRATION PROVIDED BY RUIX 144A OR (2) IN AN OFFSHORE 
TRANSACnON IN ACCORDANCE WITH RULE 904 OF REGULATION S UNDER 
THE SECURITIES ACT (" REGULATION S "V (B) IN COMPLIANCE WITH THE 
CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER 
CHARTER REFERRED TO HEREIN AND THE REFERENCE SHARE PAYING 
AGENCY AGREEMENT REFERRED TO BELOW AND (C) IN ACCORDANCE 
WITH ANY APPLICABLE SECURTTIES LAWS OF ANY STATE OF THE UNITED 
STATES AND ANY OTHER APPLICABLE JURISDICnON. THE ISSUER HAS 
NOT BEEN REGISTERED UNDER THE INVESTMENT COMPANY ACT OF 1940, 
AS AMENDED (THE " INVESTMENT COMPANY ACT ">. NO TRANSFER OF 
THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST 
HEREIN) MAY BE MADE (AND NEIIHER THE ISSUER NOR THE TRANSFER 
AGENT NOR THE SHARE REGISTRAR NOR THE PAYING AGENT WILL 
RECOGNIZE ANY SUCH TRANSFER) IF (A) SUCH TRANSFER WOULD BE 
MADE TO A TRANSFEREE WHO IS AU.S. RESIDENT (WITHIN THE MEANING 
OF THE INVESTMENT COMPANY ACT) THAT IS NOT (!) A "QUALIFIED 
PURCHASER" AS DEFINED IN THE INVESTMENT COMPANY ACT. (H) A 
"KNOWLEDGEABLE EMPLOYEE" WITH RESPECT TO THE ISSUER WITHIN 
THE MEANING OF RULE 3c-5 UNDER THE INVESTMENT COMPANY ACT OR 
(m) A COMPANY BENEFICIALLY OWNED EXCLUSIVELY BY ONE OR MORE 
"QUALIFIED PURCHASERS" AND/OR "KNOWLEDGEABLE EMPLOYEES" WITH 
RESPECT TO THE ISSUER, (B) SUCH TRANSFER WOULD HAVE THE EFFECT 
OF REQUIRING THE ISSUER OR THE COLLATERAL TO REGISTER AS AN 
INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT, (Q 
SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S. 
RESIDENT WHICH IS A FLOW-THROUGH INVESTMENT VEHICLE OTHER 
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THAN A QUALIFYING INVESTMENT VHDCLE (EACH AS DEFINED IN THE 
ISSUER CHARTER) OR (D) SUCH TRANSFER WOULD BE MADE TO A PERSON 
WHO IS OTHERWISE UNABLE TO MAKE THE CERTIFICATIONS AND 
REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER 
CERTIFICATE ATTACHED AS AN EXHIBIT TO THE PROTRENCE SHARE 
PAYING AGENCY AGREEMENT, DATED AS OF MARCH 15. 2007, MADE 
AMONG THE ISSUER, THE PAYING AGENT AND TRANSFER AGENT AND THE 
SHARE REGISTRAR CTHE " PREFERENCE SHARE PAYING AGENCY 
AGREEMENT "!. ACCORDINGLY, AN INVESTOR IN THIS PRHMSNCB 
SHARES MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE 
INVESTMHTT FOR AN INDEFINITE PERIOD OF TIME. 

NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO. ON 
BEHALF OF OR USING THE ASSETS OF (I) AN EMPLOYEE BENEFTI PLAN 
SUBJECT TO TTILE I OF ERISA OR A PLAN SUBJECT TO SECHON 4975 OF 
THE US. INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE "CODE") 
(EACH SUCH PLAN, AN "ERISA PLAN"); (II) A COLLECTIVE INVESTMENT 
FUND, SEPARATE ACCOUNT OR OTHER ENTITY WHOSE UNDERLYING 
ASSETS ARE TREATED AS "PLAN ASSETS" OF AN ERISA PLAN UNDER US. 
DEPARTMENT OF LABOR REGULATION SECTION 2510.3-101 AS MODIFIED 
BY SECTION 3(42) OF ERISA (A "BENEFIT PLAN INVESTOR"); OR (III) A 
PERSON ACTING ON BEHALF OF AN ERISA PLAN. 

(15) 0]rTajq>ayerIdeQtificati<m Number is . 

(16) We hereby certify that we [check one! a re a re not an Affiliate (as 
defbed in the Indenture) or nominee of the Paying Agent, the Issuer, the Co-lssucr or a nomii»e of an 
Afiiliate of any of them. We (check one! are a re not an Affiliate of ^ Collateral Manager. 

[(17) We agree not to engage in hedging transactions wi& regard to the Preference 
Shares unless we are thereby in conq)Uance widi the Secuiities Act] 

(1 8) We agree to provide the P^dng Agent in writing with any additional registraricaa, 
payment end delivery infonnatian as the Trustee may reasonably request. 

Very tnily yours, 


(Name of Investor) 

By: 

Nanre: 

Title: 


PREFEfie^CE SHARES TO BE PURCHASED 

/ U.S.$ aggregate principal amount of Preference Shares 


* Note: the pamgraphs (5), (6) and (8) are to be deleted for all purchasers other than the initial 
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purchaser. Pamgrqphs (7) to (14) are to be renumbered as the new paragrt^hs (5) to (11) accordir^ly 
with the following added as the new paraffxg>hs (12) and (13)> 

"(12) Jb the case wfaens we are a transferee taking delivery of Rule 144ARrelbrence Shares, we (0 are 
toth (x) a C^ualijBed Institudonal and (y) a (Qualified Purchaser; (ii) are not a dealer describ^ in 
paragraph (aXlK^) of Rule 144A unless we own and invest on a discaetitnuury bruds U least 
U.S.$2S, (^0,000 in securities of issuers that are not nffiiifltwt paeons of the dealer, (ill) are not a plan 
refened to in paragnq>h (aXlXOC^) or (aXl)G)(^ of Rule 144A, or a trust fund refold to in paiagr^h 
(aXl)(i)CF) of Rule 144A tolds the assOs of sudi a plan, unless investment decisions with re^rect to 
tlM5 plan are m»ie ^Idy by the fiduciary, trustee or sponsor of such plan; (iv) will provide written notice 
of the foregoing, and of ar^ ^iicable restrictions on transfer, to any transferee, (v) are aware that the 
sale to us is being made in reliance on Rule 144A or another ouaeptiem fiom the registration 
requiren»nts of the Securities Acti and (vi) are acquirmg such Prefoence Shares for our own oxount; 
provided drat if we are a transferee of Prefer en ce Shares {or interest therein) lequirii^ pumiant to a 
transfer nu^ in accordance with exemption from the registration requirements of the Securities Act 
otha tiaan Rule 144A (subject to the delivery of siteh certifications, le^ opinions or otl»r information 
as the Issuer may reasonably require to ermfirm that such transfer is being in^ pursuant to an 
exatq>ticm from, or in a transaction not subject to, the registiatioD rcquiremaits of the Secutkies Act), 
we n^ not make any of the foregoing representatioz^ relating to Rule I44A. In the case wboo we are 
a transfoee taking delivery of Regulation S Pre fe re n ce Shares, we (i) are acquiring sudb Regulatiai S 
Preference Sbans in an offshore transaction in accordance with Rule 904 of Regulation S, (ii) are 
acquiring such Regulation S Preference Shares for our own account, (iii) are not acquiring, and have not 
entered into any discussions regarding our acqmsition of, such Regulation S Preference Shares while we 
are in the Uni^ States or any of its territories or possessions, (iv) understand that such Regulation S 
Preference Shares are being sold without registration unda the Seoirities Act by reason of an exeaq^tion 
that depends, in part, on the accuracy of these rqnesentations, (v) undostand that such Rei^dation S 
Preferoice Shares may not, absent an applicable exemptizm, be transfeiTed wifoout registratiai and/or 
quaiificatiem unda the Securities Act arid applicable state securities laws and the laws of any otha 
applicable jurisdictitm and (vi) undostand that prior to the end of the Distributiem CenrpUance Period, 
intoests in Itegulation S Frefraroice Shares may only be held through Euroclear or Cleaistrcam. In 
addition, we enclose or will, prior to the transfa of ti» Preference Shares to us, ddiva to you, with a 
o^y to the Share Registrar, an executed cotificate in Ute apptopnaU form attached to the Preference 
Share Payii^ Agency Agreement, if so required by the PrefereoM Share Paying Agency Agreement 

(13) We acknowle^e that the foregoing acknowledgements, rqnvseotatiODS and agreements will be 
reUed upcm by you and the Transfer Agent for the purpose of determining our eligibility to purchase 
Profatmee Shar^. We agree to provide, if request^ any additional information that may be required 
to substantiate our states as a Queried Institutional Buya or our eligibility for on excqition unda the 
Investnient Company Act, to determine compliance with ERISA and/or Section 4975 of the Code a to 
otlffiTwise determine our eligibility to purchase ^ference Shares.”, 

and the paragraphs (IS) to [(18)] renumbered as the new paragn^hs (14) to [(1 7)] accordingly. 
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Exhihltr 


FORM OT ROLE 144A TRANSFEROR CERTOTCATE 


LJ.2007 

(1) Det^sdu; Bask Trust CGtapsxsy Aznericas 
1761 East St. Andrew Place 

Santa Ana, Odifonua 92705 

(2) Gcanstone CIX) Vn Ltd 

c/o Deutsdie Bask (Caysum) Limited, 

P.O.Box 1984 

Grand Cayman KYM 104, 

Cayman Islands 
Facsimile: (345) 949 8244 
Telephone: (345) 949 5223 
Attention: I^n^rs 

(3) [Deutscb; Bask Securities Inc. 

60 WaU Street, New York 
New York 10005 

AttenticHi: Global Markets/CDO Gro^)] 


Re: Gonstone CDO Vn Ltd. Preference Shares 

Ladies and Gentleoren: 

Reference is hereby made to the Preference Share Paying Agency Agreement, dated as of March 
15, 2(K)7, as and supplemented from time U> time (the ^ Preference Share Pavlae Agency 

Agreement ”! among Gonsfame CDO Vn Ltd. (the ”]braer”), Deutsche Bank Trust CoDq;>any Americas, 
as paying and transfer agent, and Deutsche Bank (Cayi^) Limited, as Share Registrar. 

C^ilalized torms used but ooi dc^cd herein shall have the meanings given to them in the Prefe r e nce 
Sh^ Paying Agency Agreonent 

This letter relates to PrefcTCTce Shares (the ” Preference Shares ”) of the fesuo- 

which are registered in the name of [insert name of transferee] (the " Transferor "). The Transferor has 
requested a transfer of such Prefomwe Shares for Preference Shares registered in the name of [insert 
name of transferee]. 

In comux^on with such request, and in respect of such Preference Shares, the Transformr does 
hereby cotify drat such P r efere nce Shares are being transferred in accordance with (i) the transfer 
restrictions set forth in Section 8 of the P r efere nce Share Paying A^cy Agreeme n t and the Preference 
Shares and (ii) Rule 1 44 A undo- ti» Securities Act m a transf^eree that the Transfoor reasonably believes 
is purchasing the I hre fe renoe Shares fm its own account or an account with respect to whidt the transferee 
exoeises sole investment discretion and the Uansferee and any such account is a "qualified instihitiona! 
buyer" within tire meaning of Rule 144A, and such transferee is aware that the sale, pled^ or otiK? 
transfer to it is being made in reliance upon Rule 144A, and (iii) any ^ticable semirities laws of any 
state of the Urritod Stales or any other juri^ctioa 
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(Insert Name of Transferor] 


By_ 

Name; 

Tide: 
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FORM OF REGULATION S TRANSFEROR CERTIFICATE 


LJ,2007 


(1) Deutsche Bark Trust Con^any Americas 
1761 Bast St. Axi^mw Place 

Santa Ana, California 92705 

(2) Qemsttme CDO VH I-td. 

c/o Deutsdte Bank (Cayman) limited, 

P.O. Box 1984 

Grand Cayman KY 1 >11 04, 

Cayman klaiKls 
Facsimile: (345) 949 8244 
Tciq)lmne: (345) 949 5223 
Attention; Direriors 

(3) p!)cuhxiie Bank Securities lac. 

60 Wall Street, New York 
NcwYoric 10005 

Attration: Global Maricets/CDO Group] 


Re: GEMSTONE CDO VH Ltd. Preference Shares 

Ladies and Gentlemen; 

Reference is hereby made to the Preferet^ Share Paying Agency Agreement, dated as of 
March 15, 2007 (the " Preference Share Paving Agency Agreqnent "!. anxmg Gemstone CDO VH Ltd. 
(foe " Issuer "!. Deutsche Bank Trust Conqumy Americas, as paying a^t and transfor agent, and 
Deutsche Bank (Cayman) Limited, as Share Registrar. Ci^tali^ terms used but not defined herein 
shall have foe meaninp assigned to them in the Preference Share Paying Agency Agreement. Otha* 
terms shall have foe meanings assigned to them in Regulation S under the U.S. Securities Act of 1933, as 
amended (foe " Securities Act "). 

This letter relates to Pre fe r ence Shares (the " Preference Shares "! of tl» 

ISAier whidi are l^ld in the regist^ed name of [insert name of transferor] (the " Tmnrfwor "!. The 
Ttansfercu has requested a transfer of sudi Preference Shares for P re fer ence Shares registned in foe ngtne 
of [insot name of transfoee]. 

In connection with such request and in respect of such Pi c f ei en ce Shari», foe Transftuor 
does hereby certify th^ such transfer has been effected m accordance with foe transfer rertrictions set 
forth in Section 8 of the Preferoice Share Paying Agency Agreement and foe P re fer en ce Shares az^ 
pursuant to and in accordance with Regulation S under foe Securities Act, and accoifonj^y Transfoior 
does hereby certify that: 

(1) the offor of the Prefmnce Shares was not made to a person in foe United Stales; 
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[(2) at the tune the buy ordo- was originated, iht transferee was outside the United 
States or the Tiansferor aiui any person acting on its behalf reasonably belieited 
that the transferee was outside United States;]* 

[(2) die transaction was eiuscuted in, on or through the facilities of a Mgnated 
offi^Kne securities market and neither the IVansferor nor any person acting its 
behalf Icacem that die transaction was preanran^ widi a Imjer in the United 
States;]* 


*lnsert one of tl»se provisions. 

(3) no directed selling efforts have been made in contravention of tte requirements 
of Rule 903(b) or 904(b) of Regulation S, as applicable; and 

(4) the transaction is not part of a plan or schone to evade the registradcm 
requirements of the Securities Act 

[Insert Name of Transferor] 


By_ 

Name: 

Tide; 

D^d: 
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An extra sec^on ineak has been inserted ^ve this paragraph. Do not delete this section keak if you plan 
to add text after the Table of Conteots/Authorities. Deleting this break will cause Table of 
Ccmte^Authorities headers and footers to appear on any pa^ followup the Table of 
Contents/Authorities. 
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15M3rch,2007 


DEUTSCHE BANK (CAYMAN) LIMITED 
and 


GEMSTONE CDO VH LTD. 


AMENDED AND RESTATED 
ADMINISTRATION AGREEMENT 


MAPLES and CALDER 
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THIS AMENDED AND RESTATED ADMOaSTRAlTON AGREEMENT is made this IS* 

day of Mardb, 2007. 

BETWEEN: 

(1) GEMSTONE CBO VO LTD., a conq>ahy mcoipoiated in the Cayman Islands, the 
registefed office of ^cb is at PO Box 19S4, George Town, Grand Cayman KY1-U04, 
Cayman Islands (die "Company"); and 

(2) DEirrSCHE BANK (CAYMAN) LIMITED, the principal office of which is at PO 
Box 1984, George Town, Grand Cayman KYl-n04, Cayman Islands (the 
"Administrator"). 

WHEREAS: 

(A) The Company and die Administrator executed an Administration Agreement on 20 
C^ber, 2006 (the "Original Administration Agreement") and intend to ainend and 
restate ffiat agreement in its entirety by replacing it widi diis amended and restated 
Administration Agreement (as amended and restated, die "AdmlnistratioD ^preement*'). 

(B) The Company has been establi^ed tor the purpose of (i) issuing Notes (the "Notes”) in 
accordance with the tenns and conditions thereof (the "Conditions") as constituted by the 
hidoiture (the "Indenture”) to be entered into by the Conqiany, Gemstone CDO Vn 
Coip. and Deutsche Bank Tnist Coo^any Americas as trustee (in such capacity, the 
"Notes Trustee") and as securities intermediary, (i!) issuing preference shares (^ 
"Preference Shares") on or about the date hereof in accordance with a preferroce share 
paying agency ^reement among die Company, Deutsche Bank 'Dust Cmiupany Americas 
as preference share paying agent (in such capacity, the "Preference Share Paying 
Agent") and os transfer agent and Deutsche Bank (Cayman) Limited as share registrar 
(the "Preference Share P^^g Agency Agreement”), (iii) purchasing a diversified 
portfolio of securities and other assets and (iv) entering into ancillary documents and 
arrangements in respect thereof including any warehousing arrangements prior to the 
issue of the Notes and Preference Shares (the "Business”). 

(B) Die Company has requested the Administrator to provide in the Cayman Islands certain 
managemoit, administrative and related services which the Administrator has agreed to 
do subject U> the terms and conditions hoemaiter gearing. 

(C) Terms used harem and not odi^wise defined herein shall have the meanings ascribed U) 
&em in the Indenture and/or the Preference Share Paying Agency Agreement. 
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2 


IT IS AGREED as follows: 

1 APPOimMSOTOFADMimSTRATOR 

Hie Company hereby retains ttie Administrator and die Administrator agrees to provide siu^ 
soviet as are bereina^ set fordi for die period from the date the dJre^rs of fte Conqiany 
wCTe ai^inted pursuant to sub^iause 2.4 below to die date on which du Company is dissolved 
or the on which diis Agreement is terminated in accordance with Clause 7, if earlier. 

2 SERVICES TO BE PROVIDED 

The Administrator hereby agrees to perdirm and provide die sovices necessary and appre^riate 
to the mana^ment of the Business in and fiom within die Cayman Islands as foilov^: 

2.1 to provide signatorira on die Company's bank accounts &om among the Administrator's 
employees; 

2.2 to prepare and nmintam such boola and records in the Cayman Islands as may be 
required in the normal course of the Business and as may be agreed between the parties 
and in order to comply with any laws or regulations of &e Cayman Islands and in such 
form and m^rmer as may be agr^ upon from time to time; 

2.3 to deal with correspondence relating to the Business; 

2.4 to provide the sovices of two or more directors of the Company in the Cayman Islands; 

2.5 to provide a company secretary if required; 

2.6 to provide registered office facilides to the company cm die Administrator's standard 
terms and conditimiB in effect fiom time to time; 

2.7 to make available non>exclusive telephone, fecsimile and postal address or post office 
box facilities and within its premises such non-exclusive ^ace as may be necessary for 
the purposes of the Business and in particular but wi^out limitation facilities for 
meeting of the directors fipom time to time; 

2.8 not to undertake actions inconsisteDt with the terns of the Memorandum and Articles of 
Associatimi of the Company, the Indenture, the Preference Share Paying Agency 
Agreement and all other agreements to wbi^ the Company is a party and copies of 
whidi have been provided to the Administrator and, without prejudice to the foregoing, 
not to enter into, on b^ialf of the Ompaay, any commitments, loans or obligatiions or 
char^, mortgage, pledge, encumber or odierwise restrict or dispose of the Cmnpany's 
property or assets odier as conten^lated by the Business and genially not to take 
any a^on regarding die Business inconsistent widi the Conditimis , tire hidcnture and die 
Preference Share Paying Agency Agreement; 
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2.9 to ke^ co&fid^tial all documents, materials and other infonnation relating to the 
Business and not to disclose any of the aforesaid without the prior consent of the 
Coi^any unless it is necessary to protect the interests of the Administrator or pursuant to 
an order of any court or authority with jurisdiction over the Administrator or the 
Con^any or as conUmplated by the Conditions, die Indenture or any odier document 
relating or ancillary to the issue of the Notes; 

2.10 to perform all services and take all actions in coimection widi this agreement in or hum 
within the Cayman Islands; and 

2.1 1 to act as share registrar as defined in and pursuant to the Preference Share Paying Agency 
Agreement, in ^ch such cq>acity the Administrator shall; 

2.U.1 maintain the Register of Members of the Company (the "Register”) in 
accordance with Cayman Islands law and the articles of association of the 
Company (die "Articles") and the Preference Share Paying Agency 
Agre^rat; 

2.11.2 receive requests from holders of the Company's shares, forwarded by the 
transier agmt appointed by the Conqiasy pursuant to the Prefemce Share 
Paying Agency A^eement or fiom the Notes Trustee for transjfers of Glares of 
the Conqiany, including P r ef erence Shares, and deal therewith in accordance 
with the provisions of the Articles and die resolutions of the directors of the 
Conqiany and the Preference Share Paying Agency Agreement; 

2.11.3 in relation to such requests for transfers of shares, subject to receipt of the 
relevant share c^tificates, duly conqileted forms of transfer in a form 
acceptable to the Administrator, the Administrator will register such transfer 
by making the necessary entries on the Register, and will prepare new 
certificates for such Glares, cancel any old certificates for the shares and 
forward new share certificates to the transfer agent or direetly to the 
shareholders on behalf of die Comity; 

2.11.4 at any time during business hours, permit any duly appointed ag^t or 
T^resentative of die Company and any person entitled to inqiect pursuant to 
the Preference Share Paying Agency Agreemoit, at the expense of the 
Company, to inspect die Register or other documents or records kept by and in 
die possession of the Administrator and give such agent or representative 
during business hours all information, ejqplanations and assistance as such 
agent or repr^entative may rearanably require; 

2.11.5 safoguard the Register and documents in connection therewidi and esAu on 
such Regista all originai issues or allotments of shares and all transfers, 
redemptions and repurchases of such &ares, all in accordance with die 
provisiozis. of the .^ticles and the resolutions passed by the Company and 
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pr^are all such Hsts of shareboldeis of the Company as may be ropiired by 
the directors; 

2.11.6 send as prosq^tly as reasonably possn>Ie to all shareholders copies of all 
notices received ftom the Preference Share Paying Agent or the Not« TYustce 
for forwarding fo foe shareholders; 

2.11.7 upon retpiest at any re8«>nable tiine» provide to foe Notes Trustee, foe 
Preference Share Paying Ageit, foe Company and any other agent of foe 
Conq>any ct person entitled fooi^ under any contract entered into with foe 
Company a current list of Preference Shardtiolfters as reflected in foe Register; 
ami 

2.11.8 not he required to inve^gate or determine whefoer any holder or transferee » 
entitled to bold any shares under any ^plicable securities or ofote* lav^ or 
otherwise satisfi^ any particular requironents uiq> 08 ed under foe Articles or 
any other document (other than as required in sub-clause 2.1 1.3). 

3 PEES 

3. 1 The Company shall pay foe Administrator an initia] documentation fee of US$4,000. 

3.2 Tim Company shall pay the Administrator a base fee of US$7,000 per annum (prorated 
for part years but subject to a mwitmgn of 50% of such amount) payable on foe date 
hereof and annually foereailer in advance os 1st January in each year. The base feemay 
be increased by foe Admiiustrator as set out in sub-clauses 3.5 and 3.6. 

3.3 To provide the re^stered office of foe Company in the Cayman Islands, the (^mpany 
shall pay foe Administrator a base fee of US$1 ,0(^ per annum (prorated for part years but 
subject to a minimum of 50% of such amount) payable on foe date hmeof and annually 
thereafter in advance on Ist January in each year. The base fee may be increased by the 
Administrator as set ont in sub-clau^ 3.5 and 3.6. 

3.4 The Company shall pay to foe Administrator to act as foe Company's share registrar an 
annual fee of US$2,000 0>ionited for part years but subject to a minimum of 50% of such 
amount) payable on the date hereof and annually thereafler in advance on 1st January in 
each year. The annual fee may be increased by the Administrator as set out in sub- 
clauses 3.5 and 3.6. 

3.5 The fees set forth in sub-clauses 3.2, 3.3 and 3.4 above shall apply for a period of five (5) 
yearn from foe d^ hereof. The amount payable in each succeeding period of five (5) 
years shall be as agreed by the parties or, failing snch agreement by foe md of foe 
preceding period, shall be foe amount determined by foe AdministraU^^ after ippl)mg foe 
a^re^te poeentage change in the consume price indeoc of foe Cayman Islands over foe 
preceding period fo the amount payable in r^ect of foat period and rounding up to foe 
nearest whole multiple of USSICK). 
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3.6 Where the Company is required to consider or engage in hmher activities, litigation or 
odier exertional matters, additional will be subject to turtho' negotiation at the 
relevant time and in the absence of contrary agreement additional fees will be charged by 
the Adonnistiator at its hourly rates from time to time in e^ct. 

3.7 The Conq>any shall also pay or reimburse the Administrator fer its out'Of'pockeC 
exposes for photocopying, fex, telrhone. postage and other communications charges 
and registeied ofiBce and Registry fe^ and other such exposes properly incurred by the 
^ministrafer on bdialf of the Cotxqiany. 

3.8 At fee request of fee Conqiany, fee Administrator d>al1 arrange for fee prq;»ration of 
annual balance fee^ and profit and loss accounts and, for this sovice, will charge an 
afeiitional fee based vpon fee time engaged by fee appropriate officers of fee 
Administratis and any external accountants or other persons engaged by fee 
Administratiir for such purpose at feeir reqiective hourly rates from time to time in effect 
or as ofeerwise agreed. 

3.9 The Company shall pay the Administrator a fee of US$5,600 on account whhin 30 days 
of the date faoeof agaixut fee Adzninistrator's costs in rating as liquidator for fee purposes 
of winding fee Company voluntarily. If fee foregoing fee is not so paid and fee 
Administrator subsequently acts as liquidator or fee cost of the time spent by fee 
appropriate ofiBcers of fee Administrator in relation to fee liquidation at their then corrott 
hourly rates exceeds such amount, fee feen current fees of the Administrator for so acting 
shall be payable by fee Company due credit being given for any fee paid on account 

4 LUBELITY OF ADMINISTRATOR AND INDEMNITY 

4.1 The Administrator shall not be liable for any damage, loss, costs or expenses whatsoever 
to or of fee Conqiany at any time fiom any cause whatsoever unless caused by fee 
Administrator's own fraud or wilful default 

4.2 The Company agrees to indemnify and hold harmless the Administrator, its successors 
and assigns ^ feeir respective directois and officers and employees present and future, 
fee directors, officers provided pursuant to sulxlause 2.1 and, wfeere feese arc 
conqianies, their respective dire^is, officers and enq>Ioyees present and fiitiire 
(collectively, fee "Indemnified Personi") and each of them, as fee case may be, ^aimt 
any liability, action, proceedings, claim, demand, costs, damages or expenses whatsoev^ 
whidi feey or any of them may iiwur or be subject to in consequence of tins Agreonent 
or as a result of fee performance of fee functions and services provided for hereunder 
excqit as a r^t of fiuud or wilful defeult of any of fee bidemnified Peisons and this 
indemnity shall expressly inure to the benefit of any such person existing or fiiture. 

4.3 The Administrator and fee directors and officers provided pursuant to Clause 2 shall not 
be required to.feke any legal action on behalf of fee Company unless fiiUy indemnified to 
feeir satisfaction. 
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4.4 The piovisioss of ^ Clause 4 shall continue to notwithstanding the tennisation of 

dus Agreement 

5 . NO COMMERCIAL ADVICE 

For the avoidance of doubt the Conq}Bny agrees that the Administrator Is not responsible for die 
coznm^ai stmcturing of the Business or for the rendering of investment, commm^ial, 
accounting, legal or any ofoer advice wfaatsoeva to foe Conqiany or any other person. 

6 NO FARTNERSHIF AND NO EMPLOYMENT RELATIONSHIP 

6.1 Nofomg hcuein contained shall constitute a partnership between foe parties hereto. 

6.2 The direcfors, ofiic^ en^loyees or agents of foe Administrator referred to in sub-clauK 

2.1 dmU not be deemed to be onployees of foe Company or entitled fo any remunCTahon 
or other benefits from foe Company. 

6.3 The Administrator shall be entitled to provide services of a like nature to those provided 
unda this Agreement to any ofoer person, firm or corporation. 

7 XERMINATTON OF AGREEMENT 

7.1 The appointment of foe Adminis trator hereunder shall continue until one of the parties 
gives notice in writing to foe other party hereto terminating fois Agreement in acc(»dance 
wifo sub^clauses 7.2 or 7.3 below. Provided that, termination of the ^Tpointment of the 
Administrator as Share Re^stmr shall be in accordance with the Preference Share Paying 
Agency Agreement. 

7.2 Either party may terminate this Agreement by giving at least fourteen (14) days notice in 
writing to foe other party wifo a copy to any applicable rating agencies at any time within 
twelve months of foe happening of any of foe following events: 

7.2.1 if foe other party goes into liquidation or is dissolved (except as a voluntary 
Uquid^on or dissolution for foe purposes of reconstruction or amalgamation 
upon terms previously ^iproved in writing by foe party ofoerwise entitled to 
serve notice) or commits any ofoer act of bankruptcy under applicable laws; or 

7.2.2 if foe other party commits any breach of its obligations under this Agreem^ 
and (if such breach shall be enable of remedy) foils within thirty (30) days of 
notice served on it requiring it so to do to make good such breadb. 

7.3 Either party may terminate this Agreement at any time by giving at l(»st thine (3) 
months* noti(^.m writing to foe other party wifo a copy to any applicable latix^ agencies. 
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7.4 l^n tmninatioB of Ms AgrcGneot, &e Admmistrator shall, at the expense of the 
Company or its liquidator, as the case may be, deliver to the Con^any, or as it shall 
direct, aU books of at^unt, recozds, registeis, corre^Kmdence, documents and all a^ets 
relating to the a&irs of ot belonging to die Conqsany and in the possession of or under 
the control of die Administrator and shall take all necessary stqis to vest in the Company 
or any new administrator or liquidator, as the case may be, any assets ineviously held in 
the name of or to die order of die Administrator on bdudf of the Company. 

7.5 Ihe Company shall notify each sq^licable rating ^mcy (if any) rating die Notes ai^ dto 
Notes Trustee (tor so long as sny of die Notes or Preference Shares are rated by a rating 
agency): 

7.5.1 of any notice given or received pursuant to sub-clause 7.2 or 7.3; or 

7.5.2 any amendment or termination to diis Agreement. 

8 LIMITED RECOURSE 

Notwithstanding any provision in this Agreement to the contrary, the rights of recourse of the 
Admmistrator against the Conqiany be limited to die remaining amounts toom time to time 
available and comprising the assets of the Contoany (other than the ordinary share coital and the 
transaction fee charged by the Conqiany) having sailed or provided for all other prior ranking 
liabilities of the Corrqiany. Accordin^y, the A dminis trator diall have no claim or recourse 
against the Company in respect of any amount whidi is or remains unsatisfied after the 
application of the funds comprising such assets of the Company and/or representing die proceeds 
of realisatitm thereof and any remaining oblig^on to pay any fuzdtor unsatisfied amounts shall 
be extinguished. This Clause shall survive tomination of this Agreement for any reason 
whatsoever. 

9 NON-PETinON 

The Administrator agrees that its rights against the Conqiany under this Agreonait are limited to 
the extent diat it will not take any action or proceedings against die Con^any to recover any 
amounts due and payable by the Company to it under this A^eemeot except as expressly 
pennifted by the provisions of this Agre^ent. The Administrator further agrees that it will not 
in its edacity as Administrator petition a court tor, or take any other action or commence any 
proceedings for, die liquidation or winding-tp of the Company or any odier bankruptcy or 
insolver^ proceedings with respect to the Company m^er die laws at any applk^le 
jurisdiction now or hereafter in effect until one year and cme day or, if lon^, the ^^ermce 
period them in effect after die later to occur of repayment of all outstanding Notes (if any) or 
other satisftiction or extinguishment of all liability widi respect thereto. This Clause ^all 
survive tomination of this Agreemrat for any reason ^^batsoever. 
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10 NOTICES 

Notices to be g^ves hereunder shall be delivered by hand or mailed to dm address of the relevant 
party set out herein and where mailed shall be deemed to be duly gives on the fifth day after dm 
date of Qudling. In the case of notice to the Company, a copy sM also be delivered by hand or 
msuledto: 


Mq)les and Calder 
PO Box 309GT, Ugland House 
South Chuidi Streep George Town 
Grand Cayman, Cayman 
Attn: Dale Crowley 


11 LAWANDJGIUSDICTION 

This Agreraient shall be governed by and construed in accordance with the laws of the Cayman 
Islands and tim parties her^y submit to the non^clusive jurisdiction of the Cayman Islands 
courts. 

IN WHEREOF the parties hereto have caused diis document to be executed on ttm 

<ky and year first before writtoi. 


SIGNED for and on behalf of 
GEMSTONE CDO VH LTD. 

by: 


in the presence of: 


Wito( 


) 

) 

) 

) 

) 

) 

) 


Director 


SIGNED tor and on behalf of 
DEITTSCHE BANK 
(CAYMAN) LIMITED 

by: 


in dm presence o| 



Witness 
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Exhibit A 

HBK's Exposure to Gemstone Vil Notes 

Attached is a listing of all of the securities issued by Gemstone VII, along with all of HBK's positions 
in those securities. This data is presented monthly from September 30, 2006 through December 31, 
2007. In the first chart, positions are shown at their face amount (par). In the second chart, HBK's 
positions at the end of each month are shown at the prices paid by HBK for the positions, except 
that HBK's exposure under the warehouse arrangement is shown at HBK's maximum loss amount. 
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Exhibit B 

HBK's Exposure to Gemstone Vil Collateral 

Attached is a listing of the collateral held by Gemstone Vil, along with all of HBK's direct positions 
(outside of the CDO) in those same bonds and in other bonds issued by or dependent on the same 
ABS Issuers. 

For example, the Gemstone VII collateral included the M9 tranche of the "AMSi2005_R9" ABS 
issuance, which is labeled ''AMSI2005_R9_M9" on the attached chart. On September 30, 2006, HBK 
also held (outside of the CDO) $4.1 million of this same tranche of ABS, as well as $8.9 million of the 
MIO tranche and $5.5 million of the Mil tranche, in addition, HBK held two tranches of a "NIM" 
security (AQNIM2006_RN9) that was created out of the equity of the AMSI2005_R9 issuance. 
Accordingly, HBK had direct exposure (outside of the Gemstone VII CDO) to over $26 million of 
securities issued by or dependent on this one ABS issuer. 

The attached data is presented monthly from September 30, 2006 through December 31, 2(H)7. 
HBK's positions are shown using the following values: (a) for positions held at September 30, 2005, 
the market value on such date, and (b) for positions purchased thereafter, the purchase price paid 
by HBK. (The value reflected for some residual ABS positions is very small. These positions are 
essentially out-of-the-money call options that are embedded In a tranche of ABS bonds.) 
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Exhibit C 

Summary of HBK's Exposure to Gemstone Vli Notes and Coilaterai 

Hie chart below shows HBK's aggregate exposure to the Gemstone VIl collateral, reflecting the sum 
of (a) exposure to the Gemstone Vli notes and Residua! Interest (from Exhibit A) and (b) exposure to 
the Gemstone VH collateral and other bonds issued by the same ABS issuers (from Exhibit B), at the 
end of each month from September 2006 through December 2007. Exposure is shown using the 
same values reflected on Exhibit A (second chart) and Exhibit B. 
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Exhibit D 

Monthly Profits and Losses for HBK's Structured Credit Business Unit 

Attached is a chart showing the profits and losses of HBK's Structured Credit business unit on a 
monthly basis during 2007. 

Substantially all of HBK's mortgage-related posibons (including mortgages, ABS, CDOs and related 
Index products and derivatives) were held in HBK's Structured Credit business unit, A relatively 
small amount of long positions in such assets were held in the firm's Treasury and Developed 
Markets Fixed Income units, but no short positions In such assets were held outside of Structured 
Credit. 
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Total Profit (loss) 

Structured Credit Business Unit 
2007 


|!V!ohth'\ • 

Total Profit (loss) 1 

Jan 

8,162,946.09 

Feb 

336,665.66 

Mar 

(50,140,483.30) 

Apr 

(31,599,011.20) 

May 

(8,066,517.86) 

Jun 

(11,855,742.33) 

Jul 

(66,082,039.71) 

Aug 

(38,509,888.97) 

Sep 

(90,157,337.75) 

Oct 

(74,630,874.25) 

Nov 

(111,989,924.67) 

Dec 

(262,705,765.48) 

Grand Total for 2007 

(737,237,973.77) 
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From: 

Jordan M^n 

Sent: 

Tuesf^y, JanuaiyS, 2007 04:18:33 PM 

To: 

Jason Levny 

CC: 

Greg Ur^mann; Kevin Jenks 

Subject: 

Re: Conected Final Ap^va! Reque^ 


approved conKngent upon firot pay de^ults gettng bought back wi the 2 heat bonds 


'Jason Lowiy* «Jt.cnwvShbi(.eam> 
01/09/200711:44 AM 


^ Gteg LlppmanrVNewYorlcOBNA/DeuBa@DBAmeriC85. Jordan 
MUmtrVMewYorldDBNA/DeuBaQDBAmerteas 
® Hewn Jenks" <iqenta^Uccom> 

Subject Cwrected rms) Appnivai Request 


This is die last BB list for ^proval. Cmtid you take a look? 

Notional (000s) spread speed price 

437096AT7 2500 HEAT 2006-5 B3 Mtge BBB- Ba2 1050 lOOppc 

81.218750000 

43709NAS2 11000 HEAT 2006-7 B3 Mtge BB+ Ba2 1050 lOOppc 

77.121093750 

040104NQO 14000 ARSt 2005-W2 M12 Mtge BBB- NR 910 35cpr 85.566406250 


This e-mait may contain confidentiai and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in tills 
e-mail is strictiy forbidden. 
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From: Grm i^^amann 

Sent: Moixtoy. OBcend»er 1 1 , 20Ce OS:Z7iS8 PM 

To: Kevin Jenks 

Subject: Re: we want to move Co cdo 

We want to work together. Can we compromide, call it 1 pt on those bonds and 
I'm koi on the rest. 1 think that is fairt. 


Sent frOTi my BlackBerry Handheld. 


Original Message 

Proms "Kevin Jenks" CkjenksShbk. com] 
Seats 12/11/2006 04:19 PM 
To: Greg Lippmann 

Subjects RE: List we want to move to cdo 


One goes for the offter. t need to retNnk toings as we go fwward. Not personal This is where good paper 
is fracfing and our monfri end marks prove it. You cant compare to the cr^ In the market now. Just look 
at the ievels on cas^ bid lists. 


Ffmr: Greg Up^jmann 

Sent December 11, 2056 3:47 PM 

To: lOevin Jer*s 

Subject: Re: List we want to mcve to cdo 

1. appreciate allk you've done and want to continue the non comp. I've tried 
to work with you and don't think tny 'ask* is that onerous. 


Sent from my BlackBerry Handheld. 


----- Original Message ----- 
Proa: "Kevin Jenks" {kjenksehbk . com] 
Sent: 12/11/2006 02:56 PM 
Tot Greg Lippmann 

Sxibject: RB: List we want to move to cdo 


Greg, 1 have been trying to work with you. Doing trades just with you and not on bid lists. But we play In 
the higher qutf rty part of toe market. I realty expected you to approve the list as is. We still have several 
hundred million of bonds to do in ods form to do. The bonds that I create have more OC are better 
coBateraJ and better names. They always trade at toe tighter end of the market None are on dovmgrade 
watch and are seasoned, and I really don't understand your incentive to be doing this. We can start 
doing t^d fists. 


Kewn 


From; Greg LiROTann 

Sent: Riday, Decanber 08, 2CK)6 4:37 PM 

To: Kevin .teiics 

Subject 1^: Ust we v/ant to mcnre to cdo 


we have seen toe fiht OW bbb- trade wide.. ..please work with me on this...! am trytog to work with you 
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Greg H. Uppmann 

Managing Erector 

Deutsche Bank Securities tnc. 

3rd Floor 

60 Wall Street 

New YorK New York 10005 

Phone <212) 250-7730 

Fax (212) 797-2201 

Mobile (917) 601-1916 

greg.lippm»in{g!db.com 


’Kevin Jenks* <k|enks^lik.com> 


GregL^xnann/NewYontfOBNAiDmiBaSOSAmeriese 


12A»/2006 04:20 PM 


Subiect RE; Ust we want to move to cOo 


Greg. Fremont overall is rei% not ^ding badly just the ones on dovimgrade watch. Also from the bb list 
color vt^di t am sure you have seen. Good BB's are trading welt. Mso we have the majority of the bonds 
in h^e ttiat a’e 05 vin^ge which is tra<£ng very weR. So t doni want to lower them by 2 pts. and even 
yesterdays bb list traded great with the si^lficant vridening of baaS cds 


From: Gkeg UK^nann 

Sent: f^day, Deconbe* 08, 2006 4;(X) PM 

To: Kevin Jert® 

Subject Re: Ust wait to move to cdo 

Ok approved but would like to lower these 2 pts each given recent press on 
fhlt and the significant Widening In the baa3 eds. Is that cool? 

3S729PMR8|BaaHBB 3,000.000 ■■■■ FHLT 2005-D &2 MtgeflBBB 

■ ■■■■■a 775BBBIB 35c ■■ ■■■■■■■ 66.71675 
362334PHeBaBBBBB 3,000.000 BBBB dSAMP 06-FHl B4 KtgeBBB 
900BBBBB 3Sc BB BBBBBBB 63.6992X675 
3624SDAV2BBBflBBB 10,217.000 IBB GSAMP 06 >FM 2 B 2 MtgeB B ■ 
900BB8BB lOOppc BBBBBBB 81.1171675 


Sant from my BlackBerry Handheld. 


----- Original Message 

Promt "Kevin Jenks* [kjenksehbk. com] 
Seats 12/08/2006 03:31 PM 
Tos Greg Lippmann 

Subjects List we want to move to cdo 


Please approve 

03072SYH2 4,000.000 

35729PMR8 3,000.000 

^2334PW8 3,000.000 

36245DAV2 10,217.000 

437084RJ7 4,500.000 

437084QK5 7,500,000 

362463AR2 8,815.000 


spread speed price 

AMSf2005-R1 MIOMtge 800 35c 92,46875 

FHLT 2005-0 82 Mtge 775 35c 66.71075 

GSAMP 06-FM1 84 Mtge 900 35c 83,69921875 

GSAMP 06-FM2 82 Mtge 900 lOOppc 81.1171875 

HEAT 2005-9 63 Mtge 850 lOOppc 65.46484375 
HEAT 2005-8 83 Mtge 850 lOOppc 86.84375 

GSAMP (»-NC2 82 Mtge 800 lOOppc 84.69140625 
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This e-m^ may contain confidential and/or privileged informatton. If you 
are not the intended recipient (w have received this e-mail in enru') 
please notify the sender immediately and destroy this e-maii. Any 
unaudiorized cop^^ng, disciosure or distribution of die material ki this 
e-mail is strictly forbidden. 


TNs e-mail may contain confidenSal and/w^ privileged information, if you 
are not the int^ded recipient {o' have received this e-mail m error) 
please nodfy the sender immediately smd destroy this e-mail. Any 
unauthorized coping, disciosure or distribution of die material in this 
e-maii is strictly forbfddwi. 


TNs e-mal may contein confidential and/w privileged informafiwt- If you 
are not die intended recipient {v have received this e-mal in error) 
please nQ% die sender immediatety »id destroy dtis e-ma(. Any 
imauthorized copying, disclosure or distribution of the material in this 
e-maii is ^ctty forbidden. 


TNs e-mail may c^tain cwifidential and/or privileged information. If you 
are not the intended redpient {or have received this e-mail In error) 
please nofify die sender immediately and destroy this e-maiL My 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 
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October 25, 2006 


Jamie! Akhtar 
Managmg Director 
HBK Investments LP. 

300 Crescent Court Suite 700 
Dallas, Texas 7S201 

Dear AJkhtar: 

This letter agreemrat (this "Agreement") con&ms the understanding and agreemmit among (I) 
Deutsche Bank Securities Inc. (together with its affiliates, DBSI"), (u) HBK Investments L.P. (the 
"Company"), (iii) HBK Master Fund L.P. and HBK Fixed income Ltd. (collectively, the "HBK 
and to^dier widi the Company, the "HBK Entities"), and 0v) Gemstone CDO Vn Ltd., an exempt^ 
company formed with limi^ liability in die Cayman stands (die "Issner") widi respect to die proposed 
coll^rdiz«d d^ obli^on transaction described below: 


1. Description of the Transaction 

The parties hereto agree, subject to the terms and conditicMis set fordi in this Agreement, that 
DBSI tiiall act as structuring agent, sole lead placement agent and sole bookrunner widi respect to the 
following: , . 

(a) the acquisitioa of structured pnxluct securities (the "Undeiiying Assets") and certain 
swaps, caps, floors or other derivative instruments related hereto (the "Swaps" and, 
together with the Underlying Assets, die "Collateral") purchased by die Issuer, 

(b) . the appointment of die Company as die sole investmoot manager to the Issuer with 

respect to the Collateral (in such capacity, the "Collateral Manager"), pursuant to a 
man^ment agreement to be entered into between the Issuer and the Collateral Manager 
(the "Management Agreement"); and 

(c) die offering of (i) multiple clmses of notes rated investment ^ade or higher (die 
"Investment Grade Notes") and (ii) one or more classes of notes rated below investment 
grade (die "Below Investment Grade Notes”, and togedier with the Investment Grade 
Notes, the "Notes") and preferred equity (the "Preferred Equity" and, together with the 
Notes, the "Securities") to be issued, in each Mse, by the Issuer, with services provided 
by DBSI as outlined in paragnqib 2 of this Agreement ((a) throu^ (cX collectively, die 
Transaction"). 

It is anticipated diat the Securities will have an approximate a^regate initial principal and 
notional balance of up to $750 million (the initial principal and notional balance of the Trai^ction is the 
"Transaction Size"). 

2. DBSI's Services 

In connection widi the Transaction, the parties hereto ^tee that DBSI shall provide, and, where 
relevant the Company will assist DBSI m providing, services including, but not limited to, the following: 


danaot msHtuteiaoSertofindcrwriteoridlMeQryei Tte!eaadoa>mpro«DtiU9fth»ienas.conditteiic0ytButi.rqmi(nlttioas.wttnBtia 
tsd oto pnvutcMS whfeh »ttl be ewsiiaed ia die defkiiiiiie ]e|i] iioca«qa«tipa Ibr Os tmutiaB deunbed hereby. Tbeu ffitOcn tbit m eix corered or sude 
dev h) Ihii tetter ire nbiect to outusl iireeraeM of ibe perdu. Aay trenuotiao will be n^eet to, ibdob other ihinii, otif&cicay due dili|eoce, fiml credit 
ti^revsl, doeuaienti, tiimp ind opbi^ eeei^tttbie » eooneel end ibe CKeeottoa of enituilly esoepabte deSaitivc doanseobtien. 


407134»080NY;i596055.5 
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HBK Investmeots LP 
October 26 , 2006 
Pa^2 


(a) ^vising the Issuer and die Company on selection and acquisition of the Under^g 
Assets; 

(b) structuring die Transaction, including evahiation of the effect of ^^ous structural 
alternatives and the potential economic and maricet impact of such alternatives; 

(c) assisting die Issuer and die Company in managing die Transaction process; 

(d) ^vising the Issuer and the Company on the scope of due diligoice for the Underlying 
Assets; 

(e) obtaining credit ratings on die Notes from at least two rating a^cies (each, a '‘Rating 
Agency"), which shall consist of at least Standard & Poor’s Ratings Services and one of 
Moody’s Investors Service, Inc. and Fitch, Inc.; 

(f) assist the Issuer and the Company in obtaining a financial guaranty insurance policy, if 
applicable, from one of Ambac Assurance Corporation, CIFQ Group, Financial Security 
A^urance Inc., MBIA Insurance C<Hporation, XL Capital or any other firm muhially 
agreed by DBSI and the Company (each, a "Bond Insurer"); 

(^ assisting die Issuer and die Company In evaluating and retaining third party Transaction 
participants, including any trustees, SPV administrators, all Transaction counsel, printer, 
accountants and such other parties and Transaction services that may be desired; 

(h) developing necessary modeling and collateral tracking tools for die Transaction, with all 
such materials to be shared with die Company; 

(i) assisting the Issuer, the Company and their coun^l in coordinating e^rts to achieve 
timely and efficient documentation and closing of the Transaction; 

(j) assisting in die preparation of any offering or information memorandum, or other offering 
document, in respect of die Securities, including any amendments or supplements diereto 
(collectively, the "Offering Documeots") and, in the preparation of supplemental 
marketing materials, including any confidential information memorandum, a roadshow 
presentation, cash flow analyses and other summary infonnation in connection with die 
Transaction (the "Mariteting Materials”); odier than, in either instance, the preparation 
of Biy Company Materials, which shall be die responsibility of the Company; 

(k) acting as sole lead placement agent and sole bookrunner for an offering of the Securities 
that is exempt fiom die registration requirements of the Securities Act of 1933, as 
amended, pursuant to Section 4(2), Rule 144A and/or Regulation S, where applicable; 

(l) subject to Internal credit approval, provide a facility to the Issuer to allow die Issuer to 
purchase Underlying Assets prior to die dosing date of the Transaction and allow die 
Issuer te continue to hold such collateral after the closing date, in each case on terms 
acceptable to bodi the Company and DBSI, with certain risks included in such fecillty 

ThU ister dsa not contimte an offer to sBdmnite w Rfl KOurkieL TUi ktter^oa sot ptMst tfl oTtbo tcrai, coo^Sont, covcsuitt, r^raostatwH, winiBtiei 
aad ofeer ^tnirion wtddt wiS be eomnned is Ibe deSnithre lep! doemoenatiao br tbs trunotioa docrfeed bereby. Tboss oattai feet ire oot eovered or lude 
dear in fetor are lobjea to atitod agreement of tbe pstiei. Asy tnuactieo vIB be nfeject to. iseeg otfaar feingi, wislunofy due dfl i gen e e , final 

appievd, doemnedi, filingi aid qifeimu leceptibla ogob^ and (be eieeoiioB of mstoaliy aceeptabla definitive doeomatathm. 
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^portioned betm»n DBS! and die Comj^y, or an affiliate of tbe Company, on terms to 
be s^ forth In the Risk Slmring Agreement to be entemd into by die bsuer, the Con^any 
or Its affiliate, and DBS14 

(m) assisting l^e Issuer and the Company in deigning a hedging strategy if such strategy is 
demned necessary or appropriate by die Issuer and the Company m connecdoa widi die 
Transaction and, if acMptable to the Ratmg A^ncles, the Company, DBSI and die 
Issuer, providing or arranging to provide such hedges; and 

(n) if applicable and subject to credit and management ^proval by DBSI and Deutsdie Bank 
AG London, providing a facility to the Compwy, or an affiliate of die Company, to allow 
die Company or such affiliate to purchase 100% of the triplets rated Notes on die closing 
date of fto Transacdoo (die terms of such facility are summarized in Exhibit A) . 

3. The ResponstbUHies of the Issuer and the Company 

In connection widi DBSl’s services as described in paragra^di 2, die Issuo* and the Company 
agree, subject to the temis and conditions set fordi in this Agreement, as follows: 

(a) widi respect to the ofiering of any Securities in connection widi this Agreement, the 
Company shall cause the Issuer to designate DBSI as the lead placement agent and sole 
bookrunner with respect to the Securities subject to negotiadoD and execution of 
i^ipropriate agreements. DBSI will, as the book-running manager, manage the placement 
process related to die sale of the Securides, with authority to allocate Securities (other 
than die Securities reterenced in clause (b) below) in DBSI’s discretion, after 
consultation with die Company, taking into account the timing of finn orders on each 
class of Securities; 

(b) the Company, or an HBK Entity (as defined herein) or an affiliate diereo^ shall purchase 
on the Closing Date all of the Below Investment Grade Not^ and all of die Preferred 
Equity (such purchasing entity, the "Seenrities Purchaser” and such securities, the 
"Subscribed Securities”); provided diat DBSI may, with the Company's consent, 
purchase and place all or a portion of the Preferred Equity. In addition, on or prior to die 
pricing of the transaction, DBSI will set die coupon on the tripIe-B rated Notes (in good 
feidi and in its own discretion) within SO basis points of market indication levels of 
discount margin ("DM") at the time of issuance with an assumption that such Notes will 
be issued at par. HBK will have the ri^t of fust refusal to purchase the notes if die 
trlpIe-B rated Notes are issued at a DM of 3.25% or bi^er, 

(c) with respect te the purchase of die Sub^bed Securities, the Securities Purchaser, 
repitsents and warrants that 

(i) it is a "Qualified Institutional Buyer" as defined in Rule 144A under the 
Securities Act of 1933, as amended, and is purchasing the Subscribed Securities 
for its own account and not widi a view to distribution. 


'Htii trtttr doei ool coottiHite a eSer Eo udennits or t*a iBsoricia. TUi t«asr daa ut pnaai lU ^ tbc isms, conditiotB, oeveuzai, n^iantitieBV w uniUti 
toi proviiios wbkb wiU Iw coatiifiMl b (be deSstiiTa lee>i doouaeatitiso br te Bnasbos docribtd ben^, Tb«o ntbn Hot k« oot « c i» ^ or made 
Uev b Aif tfB rr on tal^ is BiauU iptascm of Itu pvtiM. Asf muateboe wQI ba nbjeet o, tsosg ofta (bbs^ atisfitcio?y doe diUeaiee, fiaU endil 
^mni, doeumBitt, nd r^bisoi lecept^b » Kid iba aMOulioa of ButtsUy leeaptaUe deSabvo doamestuita. 

40713-00080 NY:1596055.5 


Confidential Treatment Requested 


GEM7-00000073 


12:16 May 12, 2011 Jkt066050 PO 00000 FrmOOOlO Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



907 


Footnote Exhibits - Page 1659 


HBK Investments O* 
October 26, 2006 
Pa^4 


(ii) it is a "Qnaliiied Purchaser" as defined m Section 2(a)(51XA) of die Investment 
Company Act of 1940 as amended, and 

(iii) for die entire time it owns, directly or indirectly, Subscribed Securiti^, it wiU not 
be (i) an employee benefit plan (as defined tn Section 3(3) of the Employee 
Rctkement Income Security Act of 1974, as amended ("ERISA")), wfae&o- or 
not it is subject to tbe |m>visioas of Tide I of ERISA, (iQ a plan de^fiied in 
Secdtm 497S(e)(l) of the Internal Revenue Code of 1986, as amende or (iii) an 
entity whose underlying assets include plan assets Ity reason of a p^'s 
investment in the entity or odierwise under SUSA; 

(d) the Company covenants to execute, or an HBK Entity (as defined herein) or an affiliate 
diereof shall execute, prior to the Closing Date a customary subscription agreement in 
relation to the purchase of the Subscribed Securities; 

(e) die Company and die Issuer shall prepare, or odierwise cause to be prepared, Offering 
Documents relating to die Securities containing ail required and ^piopriate disclosures; 

(f) on the Closing Date, the Company shall fiimish to DBSI (0 a lOb-S letter in regard to the 
Company Materials and (ii) otoer corporate and enforceability opinions of counsel tor the 
Company widi respect to the Company's activities, each of whi^ will be dated the 
Closing Date and in form and substance mutually agreeable (subject to customary 
provisions) to die Company and DBSI; 

(g) with respect to any placement of Securities, die HBK Entities will cooperate tolly , with 
DBSI and provide such infonnatimi and take such actions (inchiding all sales and 
marketing assistance) as may be reasonably requested by DBSI to effect the issuance and 
sale of the Securities (including but not limited to telephonic and personal attaidance of 
Company representatives at fuesentadons to investors and the registration or qualification 
of the Securities in mutually agreed-upon jurisdictions). The Company shall make 
available to DBSI all information that is directly related to tiie Transaction conoerning tbe 
business, assets, operations, financial condition and prospects of tbe Company that DBSI 
reasonably requests in connection with the performance of its obligations and die 
preparation of die Offering Documents and Mariceting Materials (die "Company 
Materi^"). All such infonnatiw shall be complete and accurate and not misle^ing. 
Tlie Company shall continue to advise DBSI regarding any material developments or 
matters relattog to die Company that occur during the term of DBSI’s engagement 
hereunder; and notwithstandtog anydiing to the contrary contained herein or any oral 
represoitations or assurances previousty or subsequeotiy made by the parties, DBSI’s 
obli^tion to place any Securities or to provide any financing for toe Ihideulying Assets 
to be acquued in antic^ation of toe closing of toe Transaction or for toe Subscribed. 
Securities fiom and after toe Closing Date is subject to toe execution by toe Issuer, toe 
Company and/or DBSI, where ^Ucabie, of a final, definitive placement agent 
agreement, a final, definitive subscription agreement, financing agreements, wardioustng 
agreements and indemnification agreements, as tbe case may be, conteining customary 
representations, warranties, covenants, indemnification provisions and closing conditions, 

niitleaa4cMaaUeo&itibt8ue%rloatdetwritBortd]MaBiitkt. TUt letter doaaotpKKotiU of tetBnsi,G(Bdiiiosi.ccrRs«nti,represeat>t^ 

Did other pioviiisBswidcbwia be «(mtaiDcd&> tbe define icpddocaseatalna fix (be truBctimdeeoiMbmloi. Tbote maaen AD so aol covered or aide 
^ m tbit let» aie tobject to nimial isneoeot of tbe penss. Asy emnetm wiU be isbjcet to, eanii other Q^att. Mit&etoiT doe daHicsee. fiait or«iit 
•ppnnl, docanem. Sinai esd opiniou aeeeptiUe to ooubk) cad (be eaaeutlos of nonu}}/ itoeptible de&Diive doGsaeauion. 
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and the satis^ctbn of each of sudi conditions, as well as tfie absence of any events set 
forth diooin which would permit DBSI to tenslnate such agreement, and al^ to the 
satis&ction of each of die following conditions: 

(i) die satisfoctory completion by DBSI of its due diligence in^^stlgatioo of the 
Company and foe Underlying Assets; and 

(ii) foere not having occurred (x) any material adverse change or any development 
involving a prospective material adverse cban^ in foe business, operations, or 
condition (financial or ofomwise) of foe Company, whefoer or not arising in foe 
Quinary course of business, or 0^) any material adverse change in foe Ifoderlying 
Assets, in each case, which would, in foe reasonable judgment of DBSI, make it 
inadvisable or impractic^le to proceed with any offering or financing of foe 
Securiti^. 

4. Compensation 

(a) As conqieasation for foe servi^ rendered by DBSI hereunder, foe Issuer shall pay from 
foe proceeds of foe Transaction on foe Closing Date a structuring and placement foe equal to foe sum of 
(i) foe product of (a) 0.75% and (b) foe ag^gato princ^al balance of Investment Grade Notes issued by 
foe Issuer (foe "Initial Note Balance") up to $3S0 million, (il) foe product of (a) 0.65% and (b) foe Initial 
Note Balance in excess of $350 million and (iii) foe product of (a) 4.00% and (b) foe amount of Preforred 
Equity purchased and placed by DBSI (foe "Stnictnring and Placement Fee"). 

(b) The parties hereto anticipate that on foe Closing Date foe Issuer and the Company shall 
enter into the final Management Agreement whereby foe Issuer shall agree to pay the Company a fee 
equal to 0.30% per annum (foe "Collateral Management Fee"), calculated based on foe a^regate 
principal balance of Underlying Assets os of foe first day of foe related collection period end payable on 
each payment date prior to foe senior most class of Not^ in accordance \rith the priority of distributions 
set forth in foe Indenture. 

The parties hereto acknowledge that the mwagement fee in foe final Management Agreement 
may differ from the above, wifo foe consent of foe Company, in order to result in a marketable transaction 
for foe Securities and such amended management fee shall supersede the above set forth (^Uaterai 
Management Fee. 

5. Matters Relating to DBSI 

In connection wifo any offering of Securities, each of foe Issuer and the Company ecknowled^ 
foat DBSI is engaged In securities trading and brokerage activities, as well as foe {m>vision of investment 
banking and financial advisory services. In foe ordinary course of trading and brokerage activities, DBSI 
and its afiiliates may at any time hold long or shmt positions, and may trade or ofoerwise effect 
transactions, for their own account or foe accounts of customers, in debt or equity securities of entities 
fosd may be invol\^ in foe Transaction contemplated hereby. DBSI recognb^ its responsibility for 
compliance wifo federal securities lavi^ in connection wifo such activities. 


This teStf <ioet not eonKitBts tn ofSg a enderwrite or id! wcnrttet, TUi btw doa not pracat ifl of Iht <001, cooditiRii, enyousts, r^raatuion, wtimitki 
mdoflar^miioia wbfeb wiUbt eoiittiacd IntodofinitivoteiddocBiniaiWkin fcrtbotnnwtoidBBibedbptfey. Hiom miBai Au «e sM mstd or side 
dev fat tonv ve wfaiecl to maeat iBreaiHBt of tbs puiiei. Any tmawtioa w&t fas ssfajed to, non| Uiiii|i, a ti i fitctcBy due d^gt^. credit 
doeoaeto, fllmp «nd opfakHU lecepUMa to muari end tfa miwitfnn erf rnutmHy Meqariite drfritrae 
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Eadi of the Issuer and die Company acksowled^ and that DBSl is no^ and does 

not hold Itself out to be, an advisor as to legal, tax, accounting or re^atory mathms in any juri^ction. 

Issuer and the Company shall consult widi toelr ovm advisois concerning such mattois and shall be 
re^nsible tor making toeir o\¥n independent investigation and ^qiraisal of die risks, benefits and 
suttabili^ of die transactions contemplated by diis Agreem^t, and DBSI shall have no ren^nsibility or 
liability to the Issuer or die Company wtdi respect thereto. 

6. Ehcclusivity 

The Company heiel^ a^ees diat prior to die earll^ to occur of (i) the Closing Date and (ii) die 
termination of diis Agreement In accordance with paragraph 13 below, none of the Con^any, any of its 
suteidlaries or any fund controlled by die Company or any suc^ subsidiary will, without toe prior writtra 
consent of DBSI, market at toe same time as toe transactions contemplated herein, any collatemlusd debt 
obligation transactions toe underlying collateral of which consists primarily of asset-backed securities or 
moit^e-backed securities, including in synthetic form (a ’'Similar Transaction"); provided that ft) toe 
Company may maricet a Similar Transactkm at any time if DBSI (or Hs successor, if any) is no longer 
pursuing or structuring collateralized debt obligations (any of toe fore^ing, a "DBSI Exit") and (ii) toe 
Company may enter into a transaction to warehouse colliuera] for a Similar Transaction so long as toe 
marketing for such Similar Transaction does not begin before toe Closing Date of toe Transaction. 

7. Transaction Expenses 

The Issuer will pay when due but no later dian the Closing Date any costs (all foes, exposes and 
any sales, use or similar tax^. collectively toe "Costs") due in connection with toe Transaction, including 
such fees and expenses incurred by all counsel to toe Transaction (such fees and eiqienses to include any 
disbursements), accountants, trustees, paying agents, listing agents, securities inteitnediaries, hedge 
counfe^arties, the Company (liniited to out-of-pocket expenses), toe Collateral Manager, DBSI (limited 
to out-of-pocl^ expenses), printer, SPY administrators, each Rtfing Agency, and such other transaction 
parties t^Tproved by boto toe Company and DBSI. In toe event toat toe Transaction does not close, all 
Costs shall be borne equally by toe Company and DBSI, provided toat each of the Company and DBSI 
will pay their respective out-of-pocket e?q»Dses. However, if toe Transaction does not close due to any 
DBSI Breach (otoer toan, where relevant, if toe Company has foiled to assist in toe provision of those 
s^vices or has otoerwise frustrated DBSI’s ability to perform such services) or any DBSI &ut, then alt 
Costs will be borne by DBSI. If toe ofiforing of Notes cannot be completed due to (x) toe inabil^ or 
refusal of toe Company without cause to purchase any Subscribed Securities it has committed to purchase 
pursuant to toe terms of toe subscription agreement relating thereto or (y) a breach by the Company of its 
obli^ons under toe friterim Collateral Management Agreement or any otoer documrat to be ex^uted 
|mor to the Closing Date in connection wito toe Transaction, then all Costs shall be borne by toe 
Company. "DBSI Breach” shall mean gross ne^gence, willful misconduct, fraud, criminal conduct, or 
materia! breach of DBSI’s obligations under tots Agreement 

8. Indemnification between the Issuer and DBSI 

The Issuer shall: 


This letter doa oM cwMit ute n oi&r to e u i dei 'w iia or stdl seearitieL Thh letter dees not pieseal eO oftfie tooub eonditiatB, eovnrats, re prticolsti Bn^ whtbrIbs 
end oiiief pnmsIoBS whid» wM beeenaiacdmflwdefanthelttridoeuaeiflitioo fa the irwnrttPBdesofeedhart^. Tlxse Biatten that ere eot eon^ or mete 
rHr ia Ihu letter in wbjeot to mstuil sgreeoMat of the patties. Any trmsaettoa wsU he suhM to. lawat oifas thii>|i, sstts&etsiy das diUgesce, fiad endfl 
qspreTal,domausnts, end opi^ons ceeq^fible to osoaadi aad (he eBcettoe ofmutuaDy seecpaWe definitive doouscstolion. 
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(a) indemnify DBSI and ei^ otfaer Ind^nnified Person (as heremafier defined) and hold it 
harini^ a^unst any and all losses, claims, damages or Uabilifies to which DBSI or such 
other Indemnified Person may become subject (i) arising out of or based upon any untrue 
statement or alleged untrue statement of a material &ct contained in the Offering 
Document; orinany other written or oral communication provided by or on b^alfof the 
Issuer to any ^tual or prospective purchaser of the Securities or arising out of or based 
upon the omission or alleged omission to state toerein a material hict required to be stated 
herein or necessary in order to make he statements herein, in he light of he 
circui^tances under which hey were made, not misleading (exc^ inibrmation 
describing DBSI hat is provided DBSI specifically for use in he Offcu'ing Dcxjumcmts 
(he "DBSI Informatton")) or (il) arising in any manner out of or in connection wlh he 
services or matters which are he subject of his A^eement, including, wihout limitation, 
he offer and sale of he Securities; provided, hat he Issuct shall not be liable ui^er 
clause (iO to an Indemnified Person under his paragraph in respect of any loss, claim, 
damage, liability or expense to he extent hat it is finally judicially determined hat such 
loss, claim, damage or liability resulted directly from he gross negligence or wiUfo! 
misconduct of such Indemnified Person in he pe^rmance of its services hereunder; and 

(b) reimburse DBSI and each oher Indemnified Person promptly upon demand for any legal 
or oher expenses reasonabfy incurred by it in connection with investigating, preparing to 
defend or defending, providing evidence In or preparing to save or serving as a witness 
with respect to, or oherwise relating to any lawsuHs, investigatioDs, claims or oher 
proceedings arising in any manner out of or in connection wih he rendering of services 
by DBSI hereunder, provided, hat in he event a final judicial determination is made to 
he effect specified in subparagrsf>h (a) above, each Indemnified Person will remit to he 
Issuer any amounts reimbursed to it under his subparagraph (b). 

The Issuer agrees hat he indemnification and reimbursement commitments set forth above shall 
apply if he Company, the Issuer or DBSI is a formal parfy to any such lawsuits, claims or oher 
proceedings, and that such commitments shall extend upon he teiixis set forh in his paragraph to any 
ointrolling person, affiliate, director, officer, employee or agent of DBS! (each, wih DBSI, an 
"Indemnified Person"). The Issuer furher agrees thk, wihout DBSI’s prior written consent, which 
consent shall not be unreasonably wittheid, it will not enter into any settlement of a lawsuit, claim or 
oha proceeding arising out of he transactions conterapitfed by this Agreement unless such settlement 
includes an eiqilicit and unconditional release from he party bringing sudi lawsuit, claim or oher 
proceeding of all Indemnified Persons. The Issuer shall not be liable under his Agreement on ^count of 
any settlement entered into by any Indemnified Person un!^ he terms hereof have been approved in 
writing by he Issuer (which approval shall not be unreasonably withheld). 

If indemnification is to be sought hereunder by an Indemnified Person, hen such Indemnified 
Person shall promptly notify he Issuer of he commencement of any action or proceeding in respect 
hereof; provided, h^ he ^ure so to notify he Issuer shall not relieve he Issuer from any liability hat 
it may have to such Indemnified Person pursuant to this paragraph except to the extent he Issuer has bear 
prejt^iced in any material respect by such failure or from any liability hat it have to such 
Indenmlfied Person oher han pursuant to his paragraph. Notwihstandmg he above, following such 
notification, he Issuer may elect in writing to assume and riialJ have the right to control he defense of 

TUt leBerdoeiHlMnitilBteao^tosndennilsorKfl teeuitiei. TUitedordoa tiM;r8m0of(betcmi.cosditioca, eoTennli,rqinsc8t^a(a,«umdia 
ud odwr which wiQ he conHiaod a deSaitiw iepl doeunositioa for the tmuutioo denibed bneby. Tbote rattan thit tre ml cDvend nr mtde 

etsv in Ihii letar ve abject tc muBwi tpeemea of the ptrtiet. Aar natetus wSI be tehjta to, bdosi ether thnis, ntif&clciiy dst dOiioee, finii credit 
tpiROVfd. docHDCOS, Biap tod cjiiiiMn* cceeptebie to ownse) tad the e te o u tlon of nutgetijr tteep&ble deCsidve doceniMaiatioB. 
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sudK action or proceeding, and, upon sudi election, h shall not be liable for any lepl costs subsequent^ 
mcurred by such Indemniiied PeiKtn (other foan reasonable costs of mvestigahon and providing 
evidence) in connection foerewidi, unless: (0 the Indemnified Person reasonably detennines foat diere 
may be legal defeases available to h are difforott &om or in addition h) tho!» avail^ie to the 
Issuer; (iO foe Issuer has foiled to {novide counsel reasonably satisfactory to siuh Indemnified Pnson in a 
timely mtmner; or (iii) counsel which has been provided by the Issuer reasonably detorroines foat its 
representi^ion of such Indemnified Peisoo would presoat it wlfo a conflict of interest In rannection vtith 
any one action or proceeding foe Issuer shall not be responsible for the foes and expenses of more foan 
one separate law firm in any one jurisdiction for all Indemnified Persons. 

The Issuer and DBS! agree foat if any indemnification or reimbursement sou^t pursuant to fois 
par^raph 8 is judicially determined to be Utta^^abl6 for a reason other than foe gross neg^^ce or 
willful misconduct of foe Indemnified Person, then, whefoer or not DBSI is foe Indemnified Person, foe 
Issuer and DBSI shall contribute to foe losses, claims, damages, liabilities and expeiues for iiriiidr such 
indemnification or reimbursement is held unavailable: (i) in sudi proportion as is iq>propriate to reflect 
foe relative benefits to foe Issuer on foe one hand, and DBS! on the other hand, in connection with foe 
trai^ctions to which such indemnification or reimbursement relates; or (ti) if foe allocation provided by 
clause (i) above is judicially determined not to be permitted, in such proportion as is appropriate to reflect 
not only foe relative benefits refened to in clause (0 but also foe relative fmilts of the I^er on foe one 
hand, and DBSI on the other hand, as well as any ofoer equitable considerations; provided, foat in no 
event shall foe amount to be contributed by DBSI pursuant to fois paragraph, paragn^h 9 and paragraph 
10 exceed foe amount of foe fees actually received by DBSI hereunder. 

9. Indemnification between the HBK Fondb and DBSI 

The HBK Funds shall: 

(a) indemnify DBSI and each other Indemnified Person (as defined above) and bold it 
harmless against any and all losses, claims, damages or liabilities to nfoich DBSI or such 
ofoer Indemnified Perron may become subject (i) arising out of or based upon (x) any 
untrue statement or alleged untrue statement of a material fact contained in any 
information regarding foe Company provided by the Company (including among ofoer 
tilings, foe Company Materials) specifically for use in foe Offering Documents or any 
Marketing Matertafs or (y) any other information provided by foe Company specifically 
for use in any written materials given to any actual or prospective purchaser of foe 
Securities or arising out of or based upon, in foe case of foe information described in (x) 
or (y) above (such inform^oo, foe "Offering Materials"), foe omission or alle^ 
omission to state in foe Offering Materials a material &ct related to foe Company 
rtx^uired to be stated in foe OfTming Matorials or necessary in order to malm foe 
statements in foe Offering Materials, in the light of the circumstances under which foey 
were made, not misleading or (ii) arising out of or In connection wifo a Collateral 
Manager Breach (as defined in foe Interim CoUateral Management A^«ement); 
provided, however, foat the HBK Funds shall not be liable to an Indemnified Person 
under fois para^ph in respect of any loss, claim, damage, liabilffy. or expense to foe 
extent tiiat it is fiiialfy jwiicially determined (or In arbitration) that such loss, claim, 
dama^, liability or expense, resulted directiy from the gross negligence, willful 

Tldi tater does BQl eooatoe ta ofis to iBtlenvTfiB or sell teewitlei TteitewdeaBOl pws««iflofth*Bnat.«aidtgwa,cgveBtoa,re { »e s w as lloBS. wanttiiai 
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mUconduct, or fenid of such Indenmiiied Person in the performance of its servl^ 
hereund^, and 

(b) reimburse DBSl and each other Indemnified Person promptly upon dem^d for any leg^J 
or oth^ expenses reasonably incurred by it in connection wrfo inA^gating. preparing to 
defond or ^l^ding, providing evidence in or preparing to serve or saving as a witness 
with res{^ to, or ofoerwise relating to any lawsuits, investigations, ctehns or ofoer 
proceedings arising in any numner out of or in connection with a claim pursuant to 
subparagraph (a) ^ve; provided, however, tiiat the HBK Funds shall not b.e liable to an 
Indemnifi^ Person under this paragraph in respect of any loss, claim, dama^, liability 
or expense to foe extent that it is finally judicially determined (or in arWation) that 
loss, claim, damage, liability or e^qnnse, resulted directly fi^om foe gross imgligence, 
willful misconduct, or fiaud of such Indemnified Person in foe performance of its 
services hereunder. 

The HBK Funds agree that the indemnification and reimbursement commitments set forth above 
shall apply if eifoer foie Company, foe Issuer or DBSI is a formal par^ to any such lawsuito, claims or 
ofoer proceedings, end that such commitments shall extend upon foe terms set forth in this paragraph to 
any Indemnified Person. The HBK Funds further agree that, without DBSFs prior written consent, which 
consent shall riot be unreasonably wifoheld, it will not «iter into any settlement of a lawsuit, claim or 
ofoer proc^ing arising out of foe transactions contemplated by this Agreement unless such settlement 
includes an explicit and tmconditional release from foe parQ^ bringing such lawsuit, claim or ofoer 
proceeding of all Indemnified Persons. The HBK Funds shall not be liable under fois Agreement on 
account of any settlement ent<^ed into by any Indemnified Person unless foe terms thereof have been 
approved in writing by foe HBK Funds (which approval shall not be unreasonably withheld). 

If indemnification is to be sought hereunder by an Indemnified Person, then such Indemnified 
Person shall promptly notify the HBK Funds of foe conunencement of any action or proceeding in respect 
thereof provided, that foe fiulore so to notify the HBK Funds shall not relieve foe ^K Funds from any 
liabilify foat it may have to such Indenmifi^ Person pursuant to fois paragraph except to foe extent foe 
HBK Funds have bera prejudiced in any material respect by such failure or from any liability foat it may 
have to such Indemnified Person other foao pursuant to this paragraph. Notwithstanding foe above, 
foliovring such notification, foe HBK Funds may elect in writing to assume and shall have foe right to 
control foe defense of sudi action or proceeding, and, upon such election, it shall not be liable for any 
fp gyl costs subsequently incurred ^ such Indemnified Person (ofoer than reasonable eoste of 
investigation and providing evidence) in connection foerewifo, unless: (i) the Indemnified Person* 
reasonably determines that there may be legal defenses available to it which are diSermit from or in 
addition to foose available to foe HBK Funds; (ii) foe HBK Funds have failed to provide counsel 
reasonably satisfactory to such Indemnified Person in a timely manner; or (iii) counsel which has bees 
provided by the HBK Funds reasonably detennines thru hs representation of such Indemnified Person 
would present it wifo a conflict of interest In connection with any one action or proceeding, foe HBK 
Funds shall not be responsible for the fees and exponses of more than one separate law firm m any one 
jurisdiction for all Indemnified Persons. 

The HBK Funds and DBSI agree foat if any indemnification or reimbursement sou^t pursuant to 
paragraph 8, paragaph 10 and fois paragraph 9 is judicially determined to be unavailable for a reason 

This tetter 4aes «X emsdbtte la ofto to tadenrritt or lUI nearitiet. TUi tetter dou oot pnecet tU oftlw len^ cond it ie M . eeveauUi, w pit eeu t a toa. vwwtiei 
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oOier Oian fte gross negligence or willful misconduct or tad of tbe Indemnified P^on, Oien, i^efeer or 
not DBSI is the Indemnified Person, the HBK Funds and DBS! shall iKmtribute to ^e los^, claims, 
denudes, li^ilities and e}q>ensK fer which such indenmificatioD or reimbursement is held unavailtdrie: 
(i) in such proportion as is appropriate to reflect the relative benefits to the HBK Funds on the one hand, 
and DBS! on the other han^ in connection witti die transactions to which sudh indemnifi^Etion or 
reimbursement relates; or (ii) if die allocation provided clause (0 alxive is judicial^ determined not to 
be permita, in such pn^rtion as is appropriate to reflect not only the reladve benefits refe r re d to in 
clause (0 but also die reladve faults of the IffiK Funds on the one hand, and DBSI on the odter hand, as 
well as any odier equitable consideradons; provided, that in no evmt shall the amount to be contributed 
by DBSI pursuant to paragraph 8, paragraph 10 a^ diis paragraph 9 exceed the amount of die fc(» 
actually received by DBS! hereunder. HBK Fund's aggregate liability with respect to contribudons sou^t 
pursuant to paragraph 10 and this paragraidi 9 shall not exceed an amount equal to (1) the of (i) 
1 2% of die Transaction Size, subject to a minimum of S6, 000, 000 or (ii) the aggregate gross amount of 
all CkiUateral Management Fees paid to die Company under the Management Agreement from the Closing 
Date to die date of such contribution (such fe^ not to include income paid to any HBK Entity or an 
afilliate thereof bs a result of its holding of any Securities) minus (2) the ^gitgate amoimt of all 
(tontributions, liabilities or damages previously paid by the HBK Funds hereunder. 

10. Indemnification between DBSI and the Company 

DBSI shall; 

(a) indemnify the Company and each controlling person afBliate, director, ofBcer, manager, 
employee or agent of the Company (each, with die Company, “a HBK Indemnified 
Person") and hold it harmless against any end all losses, claims, damages or liabilities to 
which die Con^iany or such other HBK Indemnified Person may become subject arising 
out of or based upon any untrue statement or alleged untrue statement of a material feet 
contained in the DBSI lofermation specificdly for use in the Ofibring Documents or 
based upon die omission or alleged omission to state in the DBSI Infonnation a material 
feet required to be stated dierein or necessary in order to make die statements in the DBSI 
Information, in die light of tbe circumstences under which they were made, not 
misleading; provided, however, that DBSI shall not be liable to an HBK Indemnified 
P^son under this paxagnqih in respect of any loss; claim, dam^e, liability or expense to 
die extent that it is finally judicially detmnined (or in arbitration) diet sudi loss, claim, 
damage, liability or expease, resulted directly fi^m the gross negligence, will&l 
misconduct, or fraud of such HBK Indemnified Person in the performance of its services 
hereunder; and 

(b) reimburse the Company and each odier HBK Indemnified Person promptly upon demand 
fer any legal or other expenses reasonably incurred by it in connection with mvestigating, 
preparing to defend or defending, providing evidence in or preparing to serve or serving 
as a witness with respect to, or otherwise relating to any lawsuits, invmtigations, claims 
or odier proceedings arising in any manner out of or in connection widi a claim pursuant 
to subpar^r^h (a) above; provided, however, diat DBSI shall not be liable to an HBK 
Indemnified Person under feis paragnqih in respect of any loss, claim, dami^, liability 
or expense to die extent diat it is finally judiciaity determmed (or in arbitration) that aich 

Tttt* itaer does not cosnituts n offier to cadtrwrtte or tdl KcnritiEt. Tbti letter doei eot praiwt iS oflhe temi, contftioot, eovenisu, reproKoWksi, wemiaie* 
tai other ptovisioBi wideh will be coslaaied b ito&dtivB lep] dooomeetBiia hr (be nseetloB dotribed hetc^. Ibioie sntteni are not eov^ or made 
cIcB ia leaer ere sultjeel la Bvtiial ipeeaeB of dw pertie*. Any ntaeethM «BI be nbjtd la, tmo^ other thiop Mtiiftctory due dSifeitee, fiaal GRdk 
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loss, ciahn, damage, liability or expense, resulted directly from toe gross neglig^ce, 
willful misconduct, or fiaud of such HBK Indemnified Person is toe p^ormasce of its 
services hereunder. 

DBSI a^ees toat toe isdemnificatioQ and reimbursement commitments set forth above shall 
i^ly if eitoer the Compare, toe Issuer or DBSI is a formal par^ to any such lawsuits, claims or otoo^ 
proceedings, and toat such commitments shall extend upon the terms set forth is tois paragraph to any 
HBK Indemnified Person. DBS] fortoer agrees that, without the Company*s prior written consent, \toich 
^nsent shall not be unreasonably witoheld, it will not enter into any settlement of a lawsuit claim or 
other proceeding arising out of toe transactloDS contemplated by tois Agreemoit unless such setUement 
includes an e;q}licit and unconditional release from toe party bringing such lawsuH, clium or otoer 
proceeding of id! HBK fodemnified Persons. DBSI shall not bt liable under tois Agreement on »:count 
of any settlement entered into by any HBK Indemnified unless toe terms thereof lutve been 

approved in writing by DBSI (whidi approval shall not be unreasonably witoheld). 

If indemnification is to be sought hneunder by a HBK Indemnified Person, then sutto 
fridemsified Person shall promptly notify DBSI of toe commencement of any action or proceeding in 
re^ct toeioof; provided, toat the failure so to notify DBSI shall not relieve DBSI from any liability that 
It may have to such IfflK Indemnified P^son pursuant to tois paragraph except to toe extent DBSI has 
been prejudiced in any materia! respect by sudi fiufure or from any liabilify toat it may have to such 
Indemnified Person otos- toan pursuant to this paragr^h. Notwitostanding toe above, followmg such 
notification, DBSI may elect in writing to assume and shall have toe ri^t to control toe defense of such 
action or proceeding, and, upon such election, it shall not be liable for any legal costs subsequentiy 
incurred 1^ such HBK Indemnified Person (otoer toan reasonable costs of investigation and providing 
evidence) in connection therewith, unless: (i) the HBK Indemnified Person reasonably determines toat 
there may be legal defimses available to h ^ch are different from or in addition to toose available to 
DBSI; (iO DBSI has fiiiled to provide counsel reasonably satisfactory to such Indemnified Person In a 
timely manner; or (iii) counsel vtoicb has been proviited by DBSI reasonably determines that its 
representation of such HBK Indemnified Person would present it with a conflict of interest. In connection 
with any one action or proceeding DBSI shall not be responsible for the foes and e;q>enses of more toan 
one separ^e law firm in any one jurisdiction for all HBK Indemnified Persons. 

Hie Company and DBSI agree that if any indemnification or reimbursement sought pursuant to 
tois paragraph 10 is judiciaify detennined to be unavailable for a reason otoer toan the gross negligence or 
willfol misconduct of toe ISK Indemnified Person, toen, . whether or not toe Company is toe HBK 
Indemnified Person, toe HBK Funds and DBSI shall contribute to toe losses, claims, damages, liabilities 
and eiqieQses for which such indemnification or reimbursement is held unavailable: (0 in such proportion 
as is appropriate to reflect the relative benefits to toe Company on toe one hand, and DBSI on tire other 
hand, in connection with toe transactions to which such indemnification or reimbursement relates; or (li) 
if toe allocation provided 1^ clause (0 ^ve is judiciaify determined not to be jrermitted, in such 
proportion as is appropriate to reflect not only toe relative benefits referred to in clause (0 but also toe 
relative faults of toe Company on toe one hand, and DBSI on toe otoer band, as well as any otoer 
equitable considerations. Notwitostanding toe foregoing, in no event shall DBSPs liability pursuant to 
toe contribution provisioiis of tois Agreement exceed toe aggregate amount of foes umialfy received by 
DBSI imder this Agp^ment HBK Fund's aggregate liability with respect to contributions tought 
pursimnt paragr^h 9 and tois pai^nqih shall not exceed an amount equal to (i) toe greater of CO 1 >2% of 

Thit teter doei oo< ta agerte unto wi ite or w3 w c aritfe i. tUiMlerdoct aotpraesttOefte t»aii.ctDdst»ci, corttaiai, it yt a witt ti uB i. 
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the Transaction Sb^, subject to a minimum of $6,000,000 or (ii) tte ^ss amount of all 

CoUat^al Management Fees paid to tbe Coa^)any under die Management Agn^ent iGrom the Closing 
Date to tbe date of such ^^ntnbution (such fees not to include income paid to any HBK Entity or an 
afiliiate diereo^ as a result of its bolding of any Securities) mmur (2) the ag^g^ amount of all 
contributions, liabilities or damage previously paid by tbe HBK Funds hereundca. 

11. Confidentiality 

Except as contemplated by die terns hereof or as required by ^licable law or pursuant to an 
order enters or subpoena issued by a court of competent jurisdiction, DBSI shall keep confidratlal all 
non-public InfonnatiGn provided to it by die Company, and shall not disclose such information to any 
diird party, other than such of hs employees and advisors as DBSI determines to have a need to know. 
DBSI not use any such non-public information provided te it by die Company except in providing 
die services contemplated herein. 

Except as required by ^iplicable law, or pursuant to an order entered or subpoena issued by a 
court of competent jurisdiction, any materials and analysis to be provided by DBSI under this Agreement, 
Including die conteit and results of presentations to and discussicms with foe Rating Agencies, shall not 
be disclosed publicly or made available to foird parties wifoout foe prior written approval of DBSI end foe 
Compiuiy, and accordingly such materials and analysis shall not Ire relied upon by any person or entity 
ofoer foan the Company. 

Except as required by iqiplicable law, or pursuant to an order entered or subpoena issued by a 
court of competent jurisdiction or foe Transaction documents, the Company agrees not to disclose to any 
third party (ofoer than its advisors in connection vdfo fois Transaction) foe names of any purchasers or 
prospective purchasers of foe Securities and any financial analysis, presentation materials, draft or final 
legal documents or other informatioD prepared by DBSI or by legal counsel to DBSI wifoout foe prior 
written approval of DBSI. 

Notwithstanding the foregoing, foe Company may disclose any information referred to in foe 
preceding two para^^hs (i) to foe Company’s officers, directors, partners, affiliates, employees, agents, 
consultants and advisors as the Company determines to have a ne^ to know, (ii) that was already in foe 
Company’s possession prior to receipt fiom DBSI, (iii) foat is obtained by foe Company from a third 
party who is not otherwise known by foe Company to be prehibited from transmitting the information to 
the Comply by a confidentiality agreement, (iv) that is or becK>mes publicly available ofoer foan as a 
result of disclosure by foe Company, or (v) foat is independently developed by foe Company. 

Notwtfostandmg any ofoer provision in fois Agreement, in connection with Treasury Regulation 
Section 1.6011-4 of the Internal Revenue Code of 1986, as amended, foe Company, foe Issu^ and DBSI 
hereby agree foat each party (and e^b employee, representative, or ofoer agent of such party) may 
disclose to any and all persons, without limitation of any kind, foe U.S. tax treatment and U.S. tex 
stnictore of foe Transaction and all materials of any kind ^eluding opinions or ofoer tax analyses) foat 
are provided to such paity relating to such U.S. tax treatment and U.S. tex structure, ofoer foan any 
information for which nondisclosure is reasonably necessary in order to comply with applicable securities 
laws. 
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12. Advertising 

The Company agrees diat DBSI has the ri^t following the closing of the IVansactioii h> place 
advertisements in financial and other newspapers and journals at its own expense d{s^*bing its services 
to die Drmpany bereimdor, provided that DBSI vrill submit a copy of any sudi advertisements m die 
Company for its prior appro^. 

13. Terminationi Survivability • 

The term of DBSI’s engagement hereunder shall extend from the date hereof until die to 
occur of (a) the three month anniversary of this Agreement or (b) termination by the Company, or 
otherwise, of die credit a^eement between Deutsche Bank AO, Cayman Islands Branch and the Bsuer; 
provided diat upon mutual agreement by the Company and DBSI the engagement may be extonded for a 
period of 60 days (die ”Term*0. Subject to the provisions of paragraphs 4, S, 6, 7, 8, 9, 10, 11, 12 and 13, 
which shall survive any termination or expiratioo of diis Agreement, eifoer party may tenninate the 
enga^ment hereunder at any time by giving the odier party at least 10 days prior written notice. If die 
Company provides notice of its tenninatioa of this Agreement to DBSI during the Term or if die credit 
agieement is terminated, then, if the Company closes a Similar IVaDsaction before the earlier to occur of 
(a) die date wdiich is 3 months afiw die effective date of the termination notice from the Company or die 
dsAe of to^ination of the credit agreement, as applic^le,' and (b) die twelve month anniversaiy of die 
date of dlls Agreement, dien die Con^iany ^all pay DBSI, upon die closing of such Similar Transaction, 
fees equal to the mininium fees diat DBS! would have received had it closed die Transaction, assuming 
die smne tranching and notional toansaction size as die Similar Transaction; provided that the Company 
shdl not be required to pay such fees if this Agreement is terminated or if the Transaction otherwise feils 
to close as a result of any DBSI Breach or DBSI Exit 

14. Other Parties 

The Company and DBSI each represent to the odier that there is no other person or entity that is 
entitled to a finder’s fee or any tyqie of brokerage coomiission in connection with the Transactions 
contemplated by this Agreement as a result of any agreement or understanding with it At DBSI’s option, 
some or all of its services hereunder may be performed by, and some or alt of its fees may be paid to, an 
afilliato or aSiliatos of DBSI and die term "DBSI" as us^ in diis A^eeroent shall include such affiliate 
or affiliates i^^ever ^propriate. 

15. Scope of Agreement 

Nodiing in diis Agreement eiqiressed or implied, is intended to confer or does confer on any 
person or entity other than die parties hereto or dieir respective successors and assigns, and to the eident 
eiqiressly set fordi herein, the Indemnified Persons, any rights or remedies under or by reason of this 
Agi^ment or as a result of the services to be rendoed bty DBSI hereunder. The Compuy frirther sgre^ 
that neither DBS! nor any of its controlling persons, affiliates, directors, officers, employees or agmits 
shall have any liability to the Company for any losses, claims, damages, liabilities or expess«t arising out 
of or relating to tills Agreement or the services rendered or to be rendered by DBSI her^mder, unl^s it is 
finely judicially determined that such losses, claims, damages, liabilities or expense directly resuit«i 
from die gross negligence, wlllfol misconduct or fraud of DBSI. 
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16. Enfoixeability 

The invalidity or unenforce^iitty of any provision of this Agreement shall not a^ct the validity 
or enfoioeabiiity of any ofter provisions of diis Agreement, ^ich shall remain in full force and effect. 

17. ChoiceofLaw; Waiver of Trial Injury 

This Agreement may not be amended or modified except in writing signed by each of the parties. 
This Agreement shall be construed in ^cordance with, and this Agreement and all matters arising out of 
or relating in any way whateoever to diis Agreement (iriietber in contract, tort or othermse) shall be 
governed by, the laws of the State of New York without reterence to its conflict of law provisions (otbm' 
dian Section 5-1401 of the New Yoric General Obligadoiis Law). Any right to trial by jury widi respect to 
any lawsuit, claim or otoer proceeding arising out of or relating to tiiis Agreement or the services to be 
rendered by DBS! hereunder is expressly end irrevocably waived. 

18. No Fiduciary Relationship 

The Company fiirtoer acknowledges and {^es that 

(i) DBS! hie been engaged solely to act as stiuctorer and placement a|^nt in 
connection with the Transaction and that no fiduciary, advisory or agency 
relationship between the Issuer or toe Company, on toe one hand, and DBSI, on 
toe otoer hand, has heea created in resp^ of any of the tnmsactions 
cmitemplated by this Agreement, inespective of whether DBSI has advised or is 
advising the Issuer or the Company on otoer matters; 

(ii) the pricing of toe Securities will be established foliowing discussions and arms- 
len^ negotiations with DBSI, and the Company is capable of evaluating and 
imderstanding and understands and accepts toe terms, risks and conditions of the 
transactions contemplated 1^ this Agreement; 

(iii) it has been advised toet DBSI and its affiliates are enga^ in a broad range of 
transactions which may involve interests that difier from those of toe Company 
and that DBSI has no obligation to disclose such interests and transactions to toe 
Company by virtue of any fiduciary, advisory or agency relationship; and 

(iv) It waives, to the fullest extent permitted by law, any claims it may have a^nst 
DBSI for breach of fiduciary duty or alleg^ breach of fiduciary duly and agrees 
tom DBSI shall have no liability (whether direct or indirect) to toe Company in 
respect of such a fiduciary duty claim or to any person asserting a fiduciary dtrty 
claim on behalf of or in ri^t of toe Company, including stockholders, emplo;^res 
or creditors of toe Company. 
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Blew m tfife letter ue ti^)eet to mtitot! tgreeneot of tise inrtiet. Any trenaittfco wiR be isbjeet to, (meai idbcsr ftbisi, tatis&easy due dSigeoce, fiml eredB 
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HBK Ixrvestments tP 
October 26, 2006 
Page 15 


19. Limited l^oorse 

The obliptions of toe Issuer hereunder are limited recourse obligations payable solely from toe 
Collat^ai mid following realization of such Collateral, any claims of toe parties hereto sbaD be 
extinguitoed. No r^urse shall be had against any ofBcer, director, enqrloyee, shareholdm or 
incorporator of the Issuer or toeir respective successors or assigns for any amounts p^tole under toe 
obli^ons of toe Issuer hereunder. It is understood that toe foregoing provisions toall not (a) preymrt 
recourse to toe Collateral for toe sums due or to become due under any instnunent or agreement which is 
part of toe Collateral or (b) cemstitute a waiver, release or discharge of any obligations of toe Issuer 
hereundm until such Collateral has b^n realized, whereupon any outstanding indebtedness or obiigadon 
shall be extin^ished and hereafter shall not revive. It is furtoer understood that toe foregoing provisions 
shall not limit toe ri^t of any person to name toe Issuer as a party or defendant m any action or suit or in 
toe exercise of any otoer remedy pursuant to toe obligations of toe fesuer hereunder, so long as no 
jud^ent in toe nature of a deficiency judgment or seeking personal liability shall be asked for or (if 
obtained) enforced against any such per^n or entity. This Section shall survive termination of 
Agreement. 


tetter doe* Bot scmditute IS 0 ^ la a&derwrtiB w ucaridet. Thii tetter doei oat pmeB *0 of the ternu^ easdittea, covpuBite, t^ tweat u wa*. wpmaiM 
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HBK. Investments LP 
October 24, 2006 
Pegel? 


HBK FIXED INCOME LTD. 


By; 

Name: 

Thie: 


GEMSTONE OX) VH VCD. 



Nkiik Alan Corkish 
Director 
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HBK Investment LP 
October 26, 2006 
!7 



Name: 

Titie: 
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EXfflBITA 

Borrower 

An affiliate of HBK Investments L.P.CHBK*'); provided diat such 
affiliate's obligations shall be guaranteed by an Entity 

CoUatoal 

Triple-B rated Notes issued by GEMSTONE CDO VS Ltd. 

Facility Provider 

Deutsche Bank AG London ("DB London") 

Facility Term 

Initial term of 1 8 months, extendable for additional she montiis at the 
option of DB London and such extension is agreed te in writing by 
the Company. 

Interest . 

LIBOR + 0.45% for tripIe-B Rated^^ Notes 

Advance R^es 

7S% for triplo-B Rated Notes 

Funded Amount 

Advance Rates ^piied to lesser of (1) matic-to-market value of tiie 
purchased securities and p) foe purchase price of foe purchased . 
securiti^. 

Conditions 

Agreement by foe Company to, inter alia, standard fiuiancial 
repr^entations, warrantees and covenants consistent with foe existing 


■ ■ “ ■ ' fecilities provided by DBSI. 

(1) "p yft-d” m aang rated fey boA Rating A^ncies as to principal and market interest for the rating 
level described. 


r^lsttvdoarattooiadtuteasoBcrbttKlenrrlBarnUsKindiu. TUiIctfvdoeii0tpracattOorOv<ens<.«9adiaMi,covaaaa,iepreseatitot,«ini0Ht 
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EXECUTION COPY 


RISK SHARING AGREEMENT 


OCTOBER 24, 2006 


Among 

DEUTSCHE BANK AG CAYMAN ISLANDS BRANCH 

DEUTSCHE BANK SECURITIES INC. 

And 

GEMSTONE CDO VH LTD. 

And 

HBK MASTER FUND L.P. 

And 

HBK FKED INCOME LTD. 

And 

HBK INVESTMENTS L.P. 


ALLEN 8c OVERY 

An«n & Ov«ry U.P 
40713-0MBONY;1 595961 .4 
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RISK SHARING AGREEMENT (the Agreement) dated as of October 24. 2006 

AMONG 

(1) DEUTSCHE BANK AG CAYMAN ISLANDS BRANCH (the Bank), 

(2) GEMSTONE CDO VH LTD., as exempted company incorporated widi limited liability under 
die laws of the Cayman Islands (the Issner), 

(3) DEirraCHE BANK SECURITIES INC. (DBSI) and HBK Master Fund L.P. (HBK Master) 
and, 

(4) HBK FIXED INCOME LTD. (HBK Fixed Income and, together with HBK Master, the HBK 
Entities) and 

(5) HBK INVESTMENTS L.P. (HBK Investments). 

PRELIMINARY STATEMENT 

(A) It is expected that, on or before die 120di d^ alter the date of the Credit A^ement (the CDO 
Closing Date), (i) pursuant to an Indenture (the Indenture) among foe Issuer, Gemstone CDO 
Vn Corp., a corporation to be formed under foe laws of Delaware, (foe Co^lssuer) and a trustee, 
the Issuer and foe Co-Issuer intend to issue one or more Classes of secured notes (foe CDO 
Notes) and (ii) pursuant fo the Issuer's Articles of Association and foe Issuer's corporate 
resolutions and the Preference Share Paying Agency Agreement, to be dated as of the CDO 
Closing Date between the Issuer and a paying agent, the Issun will issue Preference Shares (the 
Preference Shares). 

(B) It is expected that on the CDO Closing Date the Aggregate Principal Amount of foe (X)0 Notes 
together with the aggregate issue price of the Preference Shares will equal up fo U.S. 
$750,000,000. 

(C) Pursuant to a Credit Agreement dated as of foe date hereof (foe Credit Agreement), by and 
among the Issuer, DBSI and foe Bank, foe Bank make available to the Issuer certain loans 
(collectively, the Loans), foe proceeds of whi^ will be used fay foe Issuer to acquire cutain 
Underlying Assets in advance of foe closing of foe CDO Transaction and foe issuance of the CDO 
Notes and the Preference Shares. 

(D) Each Underlying Asset and all Eligible Investments will be selected by HBK Investments LP, 
with the approval of DBSI, pursuant to foe Interim Collate Management Agreement, dated as 
of the date her»>f (foe Interim Collateral Management Agreement), between the Issuo' and 
HBK Investments L.P. (the Collateral Manager). 

(E) It is expected that, at foe closing of the CDO Transaction, the proceeds from foe issuance of the 
CDO Notes and foe Prefermice Shares will be used to repay in full all amounts owing foe 
Issuer to the Bank under foe Credit Agreement 
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(P) Capitalized terms dtst are used but not defined herein have the respective meanings specified in 
die Credit Agreement and. If not defined in the Credit Agreemoit, in the Interim Collateral 
Management Agre^^t 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufilcien^ of which are 
hereto' acknov^edged, Ae {»rfies hereto agree as follows: 


1. MANDATORY LIQUIDATION EVENT 

If a Mandatory Liquidation Event occurs, the Bank and the Issuer shall cause all of the Collateral 
Debt Secunfits to be sold and liquidated and all of the Long CDS lYansactions and interest r^ 
agreements to be tenninated or assigned pursuant to fills Section I, die Credit Agreement and the 
Pledge Agreement 

2. GAINS AND LOSSES 

In connection with the risk associated with the Israer’s purchase of Underlying Assets in the 
manntu' contrnnplated by the Credit Agreement, if any of the Underlying Assets are liquidated, 
terminated or assigned, as applicable, subject to the terms of the Pledge Agreement, the Bank, the 
HBK BntitiM, DBSI and the Issuer agree as follows: 

(a) On the fifih Business D^ after die liquidation of any Underlying Asset purchased by the 
Issuer, 

(i) die HBK Entities shall pay to the Issuer, an amount equal to any Loss that results 

from such liquidation and any Negative Portfolio Net Carry; provided tiiat the 
aggregate amounts paid by the HBK Entities to the Issuer pursuant to this 
subsection 2(a)(0 not exceed 7.5% of the Commitment (net of the aggregate 

amounts paid 1^ the Issuer to the HBK Entitles pursuant to subsection 2(aXii) 
and (iii)) (die HBK Aggregate UabUity), 

(ii) die Issuer shall pay, an amount equal to any Gain that results fiom such 
liquidation, first, in reduction of any Loss realized on any Underlying Asset 
(prior to and without duplication with any amounts paid by the HBK l&itities in 
respect of such Loss hereunder), and second, to die HBK Entities, pro rata per 
such HBK Entities as advised by the HBK Entities, and 

(iii) The Issuer shall pay, an amount equal to any Positive Net Cany, first, in 
reduction of any Loss realized on any Underlying Asset 0>nor to and without 
duplication wrdi any amounts paid by the HBK Entities in respect of sudi Loss 
hereunder), and second, to the HBK Entities, pro rata per sudi HBK Entities as 
advised the HBK Entities. 

(b) On the CDO Closing Date, the Issuer shdl p^, an amount equal to die Portfolio Net 
Carry, first, in reduction of any Loss reaiiz^ on any Underlying Asset 0>nor to and 
without duplication with any amounts paid by the HBK Entities in respect of such Lora 
hereunder), and, second, to the HBK Entities, pro rata per such HBK Entities as advised 
by die HBK Entitles. 
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(c) The HBK j^tities shall be jolatly and severally liable for all oblig^ons trader this 
Agreement. 

(d) Deflaitions. 

(i) Loss means, with respect to the ^e of any Collater^ Debt Security or the 
tnrninatioQ or assi^iment of any Long CDS 'Dans^tton, as ^plic^le, the 
amount hy which, 

(A) the sum of Q the amount of proceeds paid by the Issuer in connection 
with the purchase of such Collateral Debt Security less the sum of 
(a) any accrued interest received which accrued prior to purehsre, and 

the amount of any upfront or similar fees received by the Issuer in 
connection with the original purchase or funding of such Coll^aal Debt 
Security, (IQ Hedging Costs, (ID) any Intnest, premium or brealoige fees 
frat are due to the Bank in connection with the related Loan, and (TV) fre 
Removal Loss with respect to such Long CDS Transaction exceeds 

(B) die sum of (I)the amount of proceeds received by the lssu«' in 
connection with the sale of such Collateral Debt Security pursuant to 
Secdon 1. net of any reasonable amounts expended by the Issuer In 
cormection with the assignment or odier sale of sudi Collateral Debt 
Security less the portion of the sale price attributable to accrued interest 
which accrued before the assignment or sale, (D) the ^gregate amount 
of ail distributions of principal received or receivable by the Issuer in 
respect of such Underlying Asset from the issuer thereof in respect of 
any recced date occurring during the Cany Period for such Underlying 
Asset and (DQthe Removal Gain with respect to such Long CDS 
Transaction; prwided that Loss shall not include any losses due to 
DBSl's gross negligence, willfol misconduct, fraud, criminal conduct or 
a material breach of DBSl’s obligations under the Loan Document (aii^ 
of the foregoing, a DB Breach). 

^i) Gain means, with respect to the sale of any Collateral Debt Security or die 
termination or assignment of any Long CDS Transaction, as applicable, the 
amount by which, 

(A) the sum of (I)the amount of proceeds received by the Issuer in 
connection widi the sale of such Collateral Debt Security pursuuit to 
Section 1, net of any reasonable amounts Raided by the Issuer in 
connection widi the assignment or other sale of such Collateral Debt 
Security less the portion of the sale price attributable to accrued interest 
which accrued before die assignment or sale, (D) the ^gregate amount 
of all distributions of principal received or receivable by die Issuer In 
respect of such Collateral Debt Security from the issuer thereof in respect 
of any record date occurring during the Cany Period for such Collateral 
Debt S^rity, (ID) the Removal Gain with respect to such Long CDS 
Transaction exceeds 
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03) the sutn of (I) Ae amoust of proceeds paid by the Issuer in connection 
witib the purchase of such Collateral Debt Securi^ less die sum of 
(a) any luxrued interest received whidi leaned prior to purchase, and 
the amount of any upfront or similar fres received by the Issuer in 
connection with the (mfpnai purchase or funding of such Colletera! Debt 
Secui%, (JB) the Hedging Costs, (HI) any interest, premium or breakage 
fres diat are due to die Bank m connection with the related Loan and 
(TV) the Removal Loss widi respect to such Long CDS Transaction. 
Notwithstanding anything herein to the contrary, Gain on the liquidation 
of Uttdo’lying Assets sh^i not be distributed until the earlier of (a) die 
CDO Closing Date and (b) the date that all of die Underlying A^ets 
have been sold, terminated or assigned, as applicable. 

(lit) Hedging Cost means, with respect tt> a Collateral Debt Security, fees Incuned by 
the Issuer in connection with any related Hedge Agreement, which amount shall 
be Inmased by any loss recognized with respect to such Hedge Agreement or 
reduced by any gain recognized with respect to such Hedge Agreement To the 
extent that gains on a Hedge Agreement exceed the costs of the Hedge 
Agreraient, the Hedging Cost shall be zero and the excess of the gain over die 
cost of such Hedge Agreement shall be treated as proceeds received by the Issuer 
in respect of the Collateral Debt Security. 

(iv) Carry Period means, with respect to any Collateral Debt SecuriQr or Long CDS 

Transaction, die period commencing on (and including) the setdement date on 
which the Issuer purchases such Coiiatera! Debt Security or the effective date of 
such Long CDS Transaction hereunder and ending on (and excluding) the earlier 
of <0 the date of the sale of the Collateral Debt Security or the termination or 
assignment of the Long CDS Transaction and (iO Closing Date. 

(v) Net Carry means, with respect to any Underlying Asset,' (A) the aggregate 
amount of interest or Fixed Amount that accrues on such Underlying Asset 
during the Cany Period at such Underlying Asset's interest rate or Fbced Rate, as 
applicable, minus (B) if the Purchase ^ce Percentage is greater dian 100%, 
(1) the Purchase Price Percentage in respect of such Underiying Asset minus 
100% multiplied by (2) the aggregate amount of all distributioDs of principal 
received by the Israer in respect of such Underlying Asset on or prior to sudh 
date of detenu {nation, plus (C) if the Purchase Price Percentage is less tihan 
100%, (1) 100% minus the Purchase Price Percentage In respect of such 
Underlytng Asset multiplied by (2) the aggregate amount of all distributions of 
principal received by the Issuer in respect of such Underlying Asset on or prior to 
such date of deteimination, minus (D) the aggregate amount of interest dire and 
payable under the Xxian with respect to such Underlymg Asset, minus (E) widi 
respect to an Underlying Asset bearing a fixed rate of interest, die carrying cost 
in connection widi hedging transactions with respect to such fixed rato 
Underlying Asset for die p«iod that each hedging tranraction remdns 
outstanding arising from any expense premium payment of interest or accrual of 
interest due as a result of each hedging transaction; provided that m^’to-maricet 
gains and losses ^ on liquidated Underlying Assets and (H) upon terniination of 
die interest rato h^ging transactions shall not be included in the calculr^on of 
Net Cany. Notwithstanding anything herein to the contrary, Net Cany shall not 
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be disfribub»d until the eariier of (0 the CDO Closing Date and 00 the date that 
all of the Undtn’tymg Assets have been sold, tenninated or assigned. 

(vO If fte Net Cany b a positive number, then such amount Is a Positive Carry, 

• and if the Net Carry is a negative number, then such amount is a Ni^tive Net 
Carry. Positive Portfolio Net Carry means the net positive snm, if any, of tibe 
Net C^ny for each Undo’tying Asset Negative Portfolio Net Carry means tite 
net negative sum, if any, of the Net Cany for each Undertying Asset 

(vli) Purchase Price Percentage means, with respect to any (A) Collateral. Debt 
Security as of any date of determination, a percentage equal te (i) the purriiase 
price (total dollar amount paid) thereof divided by (il) toe outstanding principal 
balance of such Collateral Debt Security as of the date of purchase hereunder by 
toe Issuer and (B)Long CDS Transaction as of any determination date, a 
percentage equal to (X) if an Upfront Payment was made by toe Is^er to the 
relate CDS Counterparty, the sum of (a) 1 00% and (b) the amount of toe upfront 
paymuit made (in dollars) divided by toe outstanding notional balance related to 
such Long CDS TYansaction as of toe date of entering into such Long CDS 
Transaction hereunder by toe Issuer, (Y) If an Upfront Payment was made to toe 
Issuer by toe related C^S Counterparty, the excess of (a) 100% over (b)^t 
amount of the upfront payment made (in dollars) divided by toe outstanding 
notional balance related to such Long CDS Transaction as of the date of entering 
into toe Long CDS Transaction hereunder 1^ toe Issuer, of (Z) if no Upfront 
P^me»it was m^e by either party, 100%. 

(viii) Removal Loss means, wito respect to the transfer or assignment of a Long CDS 
Transaction, the amount if positive, calculated by the Calculation Agent equal to 
toe sum of (A) Aggregate Issuer Payments plus (B) toe Negative Assignment 
Amount less (C) toe Aggregate Synthetic Security Countscparty Payments, less 
(D) the Positive Assi^ment Amount 

(ix) Removal Gain means, with respect to toe transfer or assignment of a Long CDS 
Transaction, the amount if positive, calculated Ity the Calculation Agent equal to 
the sum of (A) toe Aggregate Synthetic Security Counterparty Payments plus 
(B) toe Positive Assignment Amount less (C) Aggregate Issuer Payments less 
(D) Negative Assignment Amount. 

(x) Wito respect to the definition of Removal Gain and Removal Loss: 

Afgregate Issuer Payments means with respect to a Long CDS Transaction, the 
aggregate amount of payments made by toe Issuer to the Synthetic Security 
Counterparty including any Early Termination Amount paid by the Issum*. 

A^;regBte Syntoetic Security Counterparty Payments means with respect to a 
Long CDS Transaction, toe i^gregate amount of payments made by toe Synthetic 
Security Counterparty to the Issuer including any Early Termination Amount 
paid by toe Syntoetic Security Counterparty but excluding any Fixed Pttyments. 

Assignment Amount means wito respect to an assignment or novation by toe 
Issuer of a Long CDS Transaction to a replacement counterparty, the amount of 
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p^ment due with respect to such assigomrat or novatioa but for tbe avoidance 
of doubt shall not include any Early Tmnination Amount If die Assignm^it 
Amount is due to the Issuer, such amount ts a Positive Assignment ^sount end 
if a payment is due to the replacement counterparQr such amount is a N^attve 
Assignment Amount 

Early Termination Amount shall mean, whh respect to the I.ong CDS 
IVansactioos, the amount p^abie pursuant to Section 6(eXl>X2) of the Mas^ 
Agreement rel^ng to su^ l^ng CDS Transaction but for the avoidance of doubt 
shall not include any Assignment Amount 

3. ADDmONAL AGREEMENTS 

It is forfoer agre^ that: 

(a) Each of the Collaforal Manager and DBSI shall use its best efforts to cause the CDO 
Transaction, to be completed on or prior to the 120th day after foe date of the Credit 
Agreement; 

Qa) Notwifostanding anything to the contrary contained in the Credit Agreement or the 
Interim Collateral Management Agreemrat, neither the Issuer nor foe Collateral Manager 
shall purchase or sell any Collateral Debt Semrity or alter into or terminate or assign any 
Long CDS Transaction unless DBSI shall have consented to such purchase or sale or 
entering into or termination or assignment, as applicable; 

(c) Notwifostanding anything to foe contrary contained in the Credit Agreement or the 
Interim Collateral Management Agreement, neither the Collateral Manager nor foe HBK 
Entities shall permit 0) fhe Credit Agreement to be amended to change any of foe 
portfolio covenants of the Issuer set forth in Section 5 of foe Credit Agreement or (ii) foe 
Interim Collatoal Management Agreement fo be amended to change foe portfolio 
covenants of the Collateral Manner set forth in Section 4 of foe Interim Collateral 
Management Agreement, without foe prior written consent of DBSI and foe Bank; 

(d) Any Losses in excess of the HBK Aggregate Liability or any losses due to a DB Breach 
shdi be borne solely by DBSI; and 

(e) Ihe Bank, the Issuer and DBSI hereby covenant and agree that they shall not amend the 
Credit Agreement without the written consent of the collateral Manager. 

4. CONDITIONS PRECEDENT 

Each of foe HBK Entities’ obligations hereunder shall be subject to foe sadsfoedon of foe 

following cimditioDS precedent: (a) the Credit Agreement and (b)foe Interim Collatera! 

Management Agreement shall, each, have been executed and delivered by foe parties foereto. 

5, GOVERNING LAW 

THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH, AND THIS 

AGREEMENT AND ALL MATTERS ARISING OUT OF OR RELATING IN ANY WAY 

WHATSOEVER (WHETHER IN CONTRACT, TORT OR OTHERWISE) TO THIS 
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AGREEMENT SHALL BE GOVERNED BY, THE LAWS OF THE STATE OF NEW 
YORK WITHOUT REFERENCE TO ITS CONFLICT OF LAWS PROVISIONS (OlHER 
THAN SECTION 5-1401 OF THE NEW YORK GENERAL OBUGATIONS LAV^. 

6. JURISDICTION 

Each of the parties hereto hereby irrevocably submits to the non-occlusive jurisdictioQ of any 
New York State or Uoib^ States federal court sitting in the City and Connty of New York over 
any suit, ^on or proceeding arising out of or relating to this Agreement or tiie transactions 
contemplated hereby and irrevoc^ly waives, to the fullest extent it ms^ ef&ctiveiy do so, uty 
objection whic^ it may now or here^tcr have to the laying of venue of any such procewiing. 

7. TERMINATION 

This Agreement wilt automatically terminate and be of no further force or effect (A) upon tire 
closing of the CDO Transaction and the issuance of the CDO Notes and the Preference Shares or 
(B) on the fifth day following tiie final liquidation of all assets held under the Credit Agreement 
pmsuant to paragraph 2. 

8. NON-PETmON 

The parties hereto, by cottering into this Agreement, hereby covenant and agree that they will not 
at any time institute against the Issuer, or voluntarily join in any institution against the Issuer of. 
any bankruptcy, reorgankation, arrangement, insolvency or liquidation proceedings, or ofoer 
proceedings under any United States foderai or state bankrupt^ or similar law of any jurisdiction 
within or without the United States In connection with any obligations owing to it for a period of 
one-year (or the then applicable preference period) and one-day following the Mtfurity Date. 
This Section shall survive termination of this Agreement 

9. LIMITED RECOURSE 

The obligations of the Issuer hereunder are limited recourse obligations payable solely from the 
Coliatonl and following realization of such Collateral, any claims of the parties hereto shall be 
extinguished. No recourse shall be bad against any officer, director, employee, shareholder or 
incorporator of the Issuer or their respective successors or assigns for any amounts payable under 
the obligations of the Issuer hereunder. It is understood tiiat foe foregoing provisions shall not 
(a) prevent recourse to the Collateral for foe sums due or to become due under any icstniment or 
agreement which is part of the Collateral or (b) constitute a waiver, release or discharge of any 
obligations of the Issuer hereunder until such CoUateral bas been realized, whereupon any 
outstanding indebtedness or obligation shall be extinguished and thereafter shell not revive. It is 
forfoer understood that foe foregoing provisions shall irot limit foe ri^t of any person to name foe 
Issuer as a party or defendant in any action or suit or in foe exercise of any ofoer remedy pursuant 
to foe obligations of foe Issuer hereunder, so long as no judgment in foe nature of a deficient 
judgment or seeking personal liability shell be a^ed for or (if obtained) enforced against any 
such person or entity. This Section shall survive termioatios of this Agreement 

[Signature Page Follows] 
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WiTNI^ V^IP^OF, RIjS; Ste^iag AgtiffseM entered lidDJSoftMdtftts^ 

Itftfli'abev^ 

DEinSCHS SANK AG CAYMAN 

TSth: i/itt 
Htfo;, ^ye.i/pr‘ 



Alan Oorkish 
Director 
HBK MASTER FOND LnP. 

By; 


m: 

HER nXE;p INCOME 1.TP, 

Ey: 


'KmiK 
mK 

HBKVivistMmts.h^, 


■NamK 

TRIb: 


Pgn^b{AF)igB«lithB|lbk SfairoiSg 


4am«G!»Ky;i8BssBM 
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IN WITNESS WHEREOF, this Risk Sharing Agreement been mtcred into of the date set 
forth above. 


DEUTSCHE BANK AG CAYMAN 
ISLANDS BRANCH 

By: 

Name: 

Title: 

By: 

Name: 

Title: 

DEUTSCHE BANK SECURITIES INC. 

By: 

Name: 

Title: 

By: 

Name: 

Tide: 

GEMSTONE CDO VH LTD. 

By: 

Name: 

Title: 



[Sigtiature Page to foe Risk Sharing Agreement] 
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From; Kevin Jenks 

Sent: Friday, January 5. 2007 1228:33 PM 

To; AMayad Kamat 

Subject: RE; Gemstone COO 7 - concentraten Omits 

1. OK 

2 i thinks is fine 

3 would like this to 1.25 at least 

4 no lete leave it in 


— Original Message — 

From: Abhayad Kamat 

Sent Thursday. January 04, 2007 7:27 PM 

To; Ke\nn Jente; Marco Lukesch; Rachel 

Cc: Sotrav Sen; Chehao Lu 

Subject: Gemstone CDO 7 • concentrafion limite 


Kevin. 

this is what we a'e thinking of in terms of concentration limits for the revolving de^. let me know what you 
think, thaiks. 

1 . 

Issue concentreticm limit 2.5% (5 exceptions up to 3%) 

2 . 

We will try not to have issuer concentration limits but if investors ask, it vrid be as follows; 

- issuer concentration: 2.5% (4 exceptions upto 3% and 1 additional exception upto 4%) 

- or HBK to decide if ok to reduce the 6SAMP 2006*NC2 to at or below 3% 

3. 

Issue concentration limits for assete rated below Baa3: 1.0%(vrith 2 exceptions upto 1.4D%) MLMI 2005* 
HE1 B3 1.36% 

FFML 2006-FF13 B1 1.06% 

• any chance we can reduce this to below 1,0%? 

4, 

MLMI 2005-HE1 83 on negative watch - do you w»rt to move this out of the portfolio - investors might 
question/resist 

Note; this does not indude non-ramped assets, so you would need to keep these in compliance for 
ramping remaining assets. 


Abhayad Kamat 
Global COO Group 
Deuteche Bank Securities Inc. 
60 Waai Street. 19th Roor, 
New York. NY 10005-2858 
(212) 250-0526 work 

(732) 578-2890 fax 


• Rcdecicd by the ^rmaneot 
Subcemmittee os Invcstigatiom 


This e-mail may corrtein cwifidential aid/or privileged information. If you are not the intended recipient (or 
have received this e-mail in error) please notify the sender immecfiately and destroy this e-mail. Any 
unauthorized wpying, tfisdosure or distribution of tiie material in this e-mail is strictly forbidden. 


Permanent Subcominittec on Investieations 


Wall Street & The Financial Crisis 
^^^^^^^^RegortFootnote#13^^ 
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"Kevin Jenks” ToGiegl-ipjHnaDn/NcwYork/DBNA/DeuBa@DBAincricas 

^jeQl<8@hbk.coin> cc 

bcc 

12/1 1/2006 02:56 PM SubjectRE: Lid we want to move to cdo 


Greg, t have been trying to work vsith you. Doing trades just you and not on bid lists. But we play in ttte higher 
quaSty part of ttte market, t realty expected you to approve the %si as is. We stitt have several hundred miiyon of bonds to 
do in cds form to do. Ute bonds that I create have more OC are better collateral and better names. They always trade at 
the tighter end of ttie market. None are on downgrade watch and are seasoned, and I really don't understand your 
incentive to be doing this. We can start doing t^d lists. 

Kevin 


From? Greg Liji^ann 

Sent: Friday, Daemb^ 08, 2006 4:37 PM 

To: Kevin jenks 

Subject: RE: List we want to move to cdo 


we have seen the flht 05-d bbb- trade wide.. ..please wortcvrith me onlWs...j am trying to work with you 


Greg H. Lippmann 
Managing Director 
Deutsche Bank Secuhttes Inc. 
3rd Floor 
60 Wall Street 
New York, New York 10005 
Phone (21 2) 250*7730 
Fax (212) 797-2201 
Mobile (917) 601-1916 
greg.lippmann@db.com 


"KtvTn get**" <ki«nkt®hl»k.eom> l.(«>n»flfVN*wYoflUOBNAOeu8aeDBAmeri6B8 

OC 

12/08/2006 0420 PM Subj«c( R6: U*l w* winl to movo to cdo 


Greg, Fremont overall is really not ttading badly just the ones on downgrade watch. Also from the bb list color which I am 
sure you have seen. Good SB's are trading well. Also we have the majority of the bonds In here that are 05 vintage 
which is trading very welt, So I don1 want to lower them by 2 pts. and even yesterdays bb list traded great with the 
significant widening of baa3 cds 


From: Greg Lippnann 

Sent: Friday, December 08, 2006 4:00 PM 

To: Kevin jente 

Subject: Re: List we want to irwve to cdo 


Ok approved but would like to lower these 2 pts each given recent press on fhlt and 
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significant widening in the t>aa3 cds. Is that cool? 

35729PMR8??????? 3,000.000 ???? FHLT 2005-D B2 Mtge???? ??????? 775????? 35c ?? ??????? 
86.71875 

362334PW8??????? 3,000.000 ???? GSAMP 06-FMl B4 Mtge??? 90077??? 35c ?? ??????? 
83.69921875 

36245DAV2??????? 10,217.000 ??? GSAMP 06-FM2 B2 Mtge??? 900????? lOOppc ??????? 
81.1171875 


Sent from my BlackBerry Handheld. 


Original Message 

Prom: "Kevin Jenks" (kjenks0hhk.com] 
sent: 12/08/2006 03:31 PM 
To: Greg Lippmann 

Subject: List we want to move to cdo 


Piease approve 

03072SYH2 4,000.000 

35729PMR8 3,000.000 

362334PW8 3,000.000 

36245DAV2 10,217.000 

437084RJ7 , 4,500.000 
437084QK5 7,500.000 

362463AR2 8,815.000 


spread speed 
AMSI2005-R1 MIOMtge 
FHLT 2005-0 B2 Mtge 
GSAMP 06-FMl 84 Mtge 
GSAMP 0&-FM2 82 Mtge 
HEAT 2005-9 83 Mtge 
HEAT 2005-8 83 Mtge 
GSAMP 06-NC2 82 Mtge 


price 
800 35c 

775 35c 

900 35c 

900 lOOppc 
850 lOOppc 
850 lOOppc 
600 lOOppc 


92.46875 

86.71875 

83.69921875 

81.1171875 

85.46484375 

86,84375 

84.69140625 


This e-mail tT»y contain confidential and/or privileged information. If you 
are not ttte intended recipient (or have received this e-mail In error) 
piease notify the sender immediately and destroy this e-rmil. Any 
unauthorized copying, disclosure or distribution of the materia! in ttiis 
e^il is strictly fortidden. 


This e-mail may contain confidential and/or privileged infomfiation. If you 
are not the intended reci^ent (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is stricfiy fbrt^den. 
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WILMERH'^LE 


October 12,2010 


Hy Courier Delivery 


Reginald j. Brown 

• 1 653 0430 iti 


ci{r.vr6\viiftiethiKe cots 


I Ion, Carl Lerin, Chairman 

Permaneni Subcommiiiec on Investigaiioas 

Committee on Homeland Security and Govemmcntal AlTairs 

United States Senate 

,SR-199 Russell Senate OClice Building 

Washington, DC 205 1 0 

Hon. Tom Cohuni, Ranking Member 

Pennanent Subcommittee on Investigations 

Committee on Homeland Security and Govemmcntal .Affairs 

United States Senate 

SR-199 Russell ScnatcOffice Building 

Watihington, DC 20510 

Dear Chairman Levin and Ranking Member Cobum: 

Today HGK Capital Management ("HBK") is stibmilting to the Permanent Subeomniiliee 
on Investigations ("RSI") a further set of ilocuments in re.sponse to the PSI’s requests, fhese 
documents have been bates labeled GEM7-00006.'!5.'l througli GEM7-OOOOS0.57. ami are being 
provided electronically on the enclosed CD. A limilcal amount of potentially privileged 
infonnation or prnprieiar}' or sensitive information that is not related to Gemstone VII has been 
tvithhcld or redacted. HBK may amend or supplement this production as appropriate based on 
continuing discussions with your staff and our further review of these issues. 

The documents labeled GI;M7-0000f)353 through GEM7-0000S029 contain additional 
custodian emails of Marco Lukesch, Jason Lowry', Jamiel Akhtar, and Kevin Jenks, and 
supplements our production of September 22. 2010. The documents labeled GEM7-0000S030 
through GEM7-000(IS037 provide infomiation regariling the analytic tools that HBK u.sed to 
evaluate assets that were considered for inclusion in the Gemstone VII CDO. 3'o assist the staff 
in understanding these tools and how they operated, we also provide the infonntition below. 

HBK used a statistically driven mortgage behavior model to help make trading decisions 
and select assets for inclusion in the Gemstone VII CDO. Tlircc separate database tools were 
utilized in this process. First. HBK licensed a commercial database called /./' Paltthase. which 
contained detailed information and perfonnance history for millions of non-agency mongages. 
HBK used this database for three purposes: (i) to obtain data on loan perfonnance history that 
could be used to develop and calibrate HBK’s proprietary model, (ii) to obtain loan perfonnance 




Wilmcr CutL't I’U-lsrrinii f un*! Olitj IH*. IS?' Pcnmylv-inla .Avsthui* NW. WjihinjvtsJH. DC 20006 
eefttf. Bt-iasan 'S/iiKftSv K^nVfun Itiriso** J-os S-fpw too- Oxfosa F*lo A«o V.toMrarn 'A-ssn-ngrtn 
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WILMERHA1£ 


October 12, 2010 
Page 2 

infonnation which could then be inputted into HBK's proprietaty model, and (iii) to provide 
information that could be used as a tool to monitor mortgage bond performance. The LP 
Database was a robust dataset comprising close to S0% of the marhet, back to the 1996 vintage. 

Utilizing the data acquired from the LP Database, HBK then developed a proprietary 
system called the Loss Model that forecasted the likelihood of default, prqrayment, delinquency, 
or timely payment for an individual mortgage monthly over a ten-year time horizon. The Loss 
Model m^e these forecasts based on a series of SO loan characteristics, including whether the 
mortgage was a first or second lien mortgage, the type of mortgage (e.g., fixed or ARM), its 
geographic location, FICO score, loan-to-value ratio, and level of documentation, and 
projections of home price appreciation and unemployment rates. 

Finally, HBK merged the information from the Loss Model into a Bond Evaluation 
Engine, which was based on software licensed from Intex Solutions. The Bond Evaluation 
Engine provided information that assisted HBK traders in pricing mortgage bonds and evaluating 
how the bonds might perform under certain stresses. The purpose of this tool was to assist HBK 
in predicting how the cash flows and losses fiom the individual mortgages within a given RMBS 
bond would be pushed through the liability waterfall of the bond. This portion of the analysis 
focused on the structure and enhancements of the RMBS and how those structures would 
contribute to bond performance. 

The entire universe of RMBS was inputted into the model every month, with new issues 
being entered as soon as information became available. This allowed HBK’s traders to run a 
particular RMBS through the model at any time, using a user interface on HBK’s internal web 
site. In addition to the real-time web-basrf interface, a trader could also generate results from 
the model by sending an email to a particular email address, which would generate an automated 
response containing model results. We have included an exemplar email request and automated 
response at GEM7-OOOOg03S through GEM7-00008037. Lastly, we have also included (at 
GEM7-00008030 through OEM7-00008034) a presentation for investors that was created in 
December 2006, which was intended to describe and summarize this process by walking through 
a case study in the analysis of a particular bond. 

* * * * « 

HBK respectfully requests that its produced documents be maintained confidentially 
under Rule 16 of the PSI’s Rules of Procedure and not be released publicly without a majority 
vote of *e PSI. HBK further asks that the PSl staff provide the undersigned with notice and an 
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WflmerHale 


October 12, 2010 
Pago 3 


opportunity to be heard in the event the PSI determines that it will disclose any information from 
this production or letter to a third, parly. Such treatment would be consistent with the respect for 
privileged and confidential information that the. Subcommittee has shown in the past. 


Please feel free to contact us at (202) 663-6430 should you have any questions. 

Sincerely, 


/ii 




Reginald J. Brown 
Laura Moranchek Hussain 


Enclosures 

cc: Jon Mosle 

Henry Klohm 111 
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To'Jashin Patel' 

Uppnimn/NeirYi>rli/DBNA/DeiiBa@D*AMEIUCAS <iashin.pMel@db.coni>. 'Rocky 

Kurita" <hirold-kurita@db.coTn> 

12/08/2006 04:00 PM cc 

bcc 

SubjectFw: Warehouse Approval Request 


Another trade with jenks. 


Sent from my BlackBerry Handheld. 


Original Message — 

From: "Kevin Jenks" (kjenksehbk.comj 
Sent: 12/08/2006 03:40 PM 

To: Greg Lippmann/NewYork/DBNA/DeuBa0DBAroericas 
Subject: Re: Warehouse Approval Request 

Yes . 

Original Message 

From: Greg Lippmann 

To: Kevin Jenks 

sent: Fri Dec 08 14:38:52 2006 

Subject: Re: Warehouse Approval Request 

Done this is in addition to the rase, yes? 


Sent from my BlackBerry Handheld. 


— — — Original Message -- — 

From: "Kevin Jenks" [kjenks0hbk.com] 
Sent: 12/08/2006 03:29 PM 
To: Greg Lippmann 

Subject: RE: Warehouse Approval Request 


ok then gsamp 069-nc2 m9 at 375 for you at 10m 


From: Greg Lippmann 

Sent: Friday, December 08, 2006 3:21 PM 
To: Kevin Jenks 

Subject: RE: Warehouse Approval Request 


165 bid for that one... show me something interesting maybe gsamp 06-nc2 m8 275 or m9 
375 or some more rase ks or a heat etc... 


Greg H. Lippmann 
Managing Director 
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Deutsche Bank Securities Inc. 

3td Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250-7730 

Fax (212) 797-2201 

Mobile (917) 601-1916 

greg.lippmann0db.com 


"Kevin Jenks” <kjenks@hbk.com> 
12/08/2006 02:48 PM 


To 

Greg Lippmann/NewYork/DBN7i/DeuBa0DBAinericas 

Subject 

RE: Warehouse Approval Request 


I would not do that to you so I can't do it to Barclays. Here is another bond 
55275BAP2 MASS 06-NC2 M9 Baa2 BBB- 


From: Greg Lippmann 

Sent: Friday, December 08, 2006 2:34 FM 
To: Kevin Jenks 

Subject: RS: Warehouse Approval Request 


i dont doubt anythin you are saying about the confusion but I would really like to do 
the m9 with you. We have been trumped in a similar way by other dealers so 1 would ask 
you to do the same to barclays here or show me an equivalent bond that we can buy 
protection at same level 


Greg H. Lippmann 

Managing Director 

Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250-7730 

Fax (212) 797-2201 

Mobile (917) 601-1916 

greg . lippmann@db . com 


"Kevin Jenks" <kjenfcs@hbk.com> 
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12/08/2006 02:21 PM 


To 

cc 


Greg Lipptaann/NewYork/OBHA/DeuBaQDBAmericas 


Subject 

RE: Warehouse Approval Request 


That was the confusion, larry told us that rocky did not want to bid because of the 
level on the MS's, which we only found out after we already did the MS' that is was ail 
bull. The M8 was on a owic, an account with one of our salespeople. So she put in the 
bid and said we were the best bid on the MS’s. After several hours the account did not 
care there as we had been lead to believe so we killed it. Though we had already traded 
the M9's. So of course I would have liked to do the trade with you, but as I have said 
we have already done it. We have many more coming. 

Also aside from the cdo, we are doing an entire new index cds strategy that we are being 
given more risk tolerances for. 


From: Greg bippmann 

Sent: Friday, December 08, 2006 2:15 PM 
To; Jason Lowry 

cc: Abhayad Kamat; ABS; Chehao Lu; Fixedincome; Hiroki Kurita; Jordan Milman? Lucy 
Fagan;. Mike Li; Rachel wish; Sourav Sen 
Subject: RE: Warehouse Approval Request 


no that qwas on the Baa2...we would like to book this trade...! think the confusion was 
due to kevin telling rocky that he was seeing 300 on the baa2. .. .please do this trade 
with us 


Greg H. Lippmann 

Managing Director 

Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250~7'730 

Fax (212) 797-2201 

Mobile (917) 601-1916 

greg . lippmannSdb . com 

’’Jason Lowry” < JLowry(?hbk . com> 

12/08/2006 02:10 PM 
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To 

Greg Lippntann/NewYork/DSNA/DeuBa8i:»ABiericas 
oc 

Abhayad Kamat/NewYork/DBNA/DeuBagDBWnericas, "ABS" <ABS0hbk.com>, Chehao 
Lu/New¥ork/DBNA/DeuBa@DBAmericas, "FixedlnctHne" <FixedIncojne@hbk. coni>, Hiroki 
Kurita/NewYork/DBNA/DeuBagDBAmericas, Jordan Milman/NewYork/DBNA/DeuBaSDBAmericas, Lucy 
Fagan/db/dbcomgDBAraecioas, Mike Li/db/dbcomSDBAmericas, "Rachel Wish" <RWish8hbk.coin>, 
Sourav Sen/NewYork/DBNA/DeuBa9DaAinericas 
Subject 

RE: Warehouse Approval Request 


Rocky told Larry that he would prefer to pass. 


From: Greg Lippmann 

Sent: Friday, Deceznber 08, 2006 2:09 PM 
To: Jason Lowry 

Ccj Abhayad Kamat; ABS; Chehao Lu; Fixedlncome; Hiroki Kurita; Jordan Milman; Lucy 
Fagan; Mike Li; Rachel Wish; Sourav Sen 
Subject: Re; Warehouse Approval Request , 


we would like this trade for ourselves, we are a BUYER of protection on the bbb- at 365. 
We were NOT a buyer of Baa2 at 300. 


Greg H. Lippmann 

Managing Director 

Deutsche Bank Securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250-7730 

Fax U12) 797-2201 

Mobile (917) 601-1916 

greg. lippinann0db.com 

"Jason Lowry” < JLowry0hbk . coni> 

12/08/2006 01:16 PM 


To 

Greg Lippinann/NewYork/DBNA/DeuBa0DBAmericas, Jordan 
Milman/NewYork/DBNA/DeuBa@DaAmericas, Hiroki Kurita/NewYork/DBNA/DeuBa0DBAmericas, 
Abhayad Kamat/Newyork/DBNA/DeuBa6DBAmericas, Sourav Sen/NewYork/DBNA/DeuBa@DBAmericas, 
Chehao Lu/NewYork/DBNA/DeuBagDBAmericas, Lucy Fagan/db/dbcom0DBAmericas, Sourav 
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Sen/NewYork/DBNA/DeuBaeDBAmericas, "Rache], Wish" <RWishShbk.coiti>, "Fixedlncome" 
<FixedIncomeehbk.com>, Mike Li/db/dbcomfiDBAiBericas, "ABS" <ABS8hbk.coni> 
cc 

Subject 

Warehouse Approval Request 


Can you approve ISreim of RASC 06-KS3 M9 at 365 with Barclays for the CDO warehouse? 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This e-mail may contain confidential and/or privileged information. If you 
are not the Intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this ' 
e-mail is strictly forbidden. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
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unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 
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GREGLIP@blooinberg4iet ToJMILMAN@blooniberg.net 

cc 

02/23/2007 03:53 PM bcc 

i^lqectRe: gemstone AAs 


=»«==Begin Message===== 

Message#: 2768 

Message Sent: 02/23/200? 15:53:30 

From: GREGLIPebloomberg.net [GREG LIPPMANN|DBOTSCRE BANK SECURI 1 17261 328663 
To: JMILMAN@blooinberg.net|JORDAN MI LMAN 1 DEOTSCHE BANK SECURI | 1726 1 328663 
Subject: Re: gemstone AAs 



fine. , . 

Original Message 

From: JORDAN MILMAN, DEUTSCHE BANK SECURI 
At: 2/23 15:34:40 

we have so many jv's floating around i’d really like to avoid that. Then we get 
in to a whole thing about our levels which will be horrible on these. I'd 
rather just have ilinca show hbk, he loves bonds like this 

a====End Message“=“= 
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IMPORTANT NOTICE 

Attached please find an electronic copy of the Preliminary Offering Circular (the "Offering Circular'), 
dated February 14. 2007 relating to the offering of certain ncrtes (the "Notes") of GEMSTONE CDO Vi! 
LTD. (the "Issuer") and GEMSTONE CDO Vil CORP. (the "Co-Issuer and together with the Issuer, the 
"Issuers"). 

The Preliminary Offering Circular is highly confidential and does not constitute an offer to any person, 
other than the recipienL or to the public generally to subscribe for or otherwise acquire any of the 
securities described therein. 

Distribution of this electronic transmission of the Preliminary Offering Circular to any person o»ier ffian (a) 
the person receiving this electronic transmission from Deutsche Bank Securities Inc. as Initial Purchaser 
on behalf df the issuers, and (b) any person retained to advise the person receiving this electronic 
transmission with respect to toe offering contemplated by toe Preliminary Offering Cirarlar (each, an 
"Authorized Reciplenr) is unauthorized. Any photocop^ng, disclosure or alteration of the contents of 
the Preliminary Offering Circular, and any forwarding of a copy of the Preliminary Offering Circular or any 
portion thereof by electronic mall or any otoer means to any person other than an Authorized Recipient, is 
prohibited. By accepfing delivery of this Preliminary Offering Circular, each recipient hereof agrees to the 
foregoing. 


Permanent Subcommittet oa Investleations 


Wall Street & The Financial Crisis 
Report Footnote #1393 
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Subjecl to Completion dated February 14. 2G07 
GemstofW CDO Vii 
GemstMie CDO VII Corp. 

U.S.$i; } Class A*1 Fioatir^ Rate Notes t^e Q 

U.S.$i } Class A'2 Floating Rate Notes (Aie Q 

U.S.$[| Class B Floating Rate Notes Due Q 

U.S.$| } Class C Floating Rate DeterraMe Interest Notes Due Q 

U.S.$[ ] Class 0 Floating Rate Deferrable Interest Notes Due Q 

U.S.si ] Class E Floating Rate DeferraMe Interest Notes Due Q 

U.S.i| ] f^eterence Shares 

Secur^bya Po/ttoHof^Asset-Backefl SacuiiSas 

Gemstone CDO VII Ud., an exempted (rampany with ImRed GabKty incoiporatad under the laws of toe Cayman islands (toe 
'Issuw”}, and Gsm^one CDO VII Corp., a Oeiaware corporation (toe 'Co^ssuer* and. together with toe issuw. the *lssuefs*). wilt 
^ue U.S.^ j Class A-1 Rowing Rtf e Ntfes Due Q (toe ‘Class A>1 Notes*), U.S.^ ] Oass A-2 Floating Rate Ntf es Due Q (toe 
'Class A4i Notes') and, togetoer v«to toe Class A>1 Notes, toe 'Class A Notes'), U.S.${ } Class B Floating Rate ftotes Due Q (the 
XIass B Nohra*), U.S.^ } Class C Floating Rate OefertaUe Irtterest Notes Due Q (toe *aaeB C Notee*), U.S.$( ] Class D FloaSrrg 
Rate Detorral^ Int^etf Nt^es Di» Q (1*^^ Xteis D Notes') and U.S.S( ] Class E FtoaUng Rate Dtf errabie Interetf Ntf es Due Q (the 
’Class E Notes* tftd, together wtto the Class A Ntfes, Class B Notes, C^s C Notes and Class D Ntfes, toe ’Notes*). The Ntf es 
be i5»jed and seorred pursuant to an tnderttwe dtfed as at March ( i 2007 (toe ’indenture*), among toe Issuer, toe Co-lssuw 
and Deuteiihs Bank Trust Corrpany Amertcas, as trustee (toe *Tnstee*). The CoHatortf securing the wlB be managed by 
HBK tovestments L.P. (togetoer vi^ Rs afliHated aubadvisors, toe Xtf lateral Manager*), (oontinuecf on rrezf page) 

II is a ccmdRion to toe issuance of toe Notes that the Class A-1 Notes be rtf ed *Aaa* by Mood/s Investors Sennce, Ine. rMoody^s*) 
and *AAA* by Standard & Poor's Ratings Services, a division of The McGraw-HBI Ccmpames, Inc. fStendard & Poor’s* arrd. 
togetoer vrito Moody’s, the ’Rating Agwdes*), that toe Class A-2 Notes be rated *Aaa* by Mood/s and *AAA’ fay Standard S 
Poor's, thtf the Class B Ntfes be rtf ed at least *Aa2‘ by Moody’s and *AA' by Standard & Pool's, that the Cf3» C Notes be rated at 
least *A7 by Moody's and *A* by Standard & Poof's, thtf toe Class D Notes be rated at least ^a2* by Mood/s esvi *BBB* by 
Standard & Poor's and thtf the Oass E Notes be rtfed at ieest *Ba1* by Moody’s and ^8+* by Standard & Poor's. The Preference 
Shares wHI not be rated. 

This documerd constitutes a prospectus under toe Prospectus Directive. Dm 'Prospectus Directive' means Direc^e 2003/71/EC 
of toe ^ropean Par^m»it and ^ toe Council of 4 November 20m on toe prospectus to be pttofished when securities are offered 
to the public or adndtted to trading. 

Af^catiwi will be made to toe Irish Financial Services Regulatory Authority, as competent authorSy under Directive 2003/71/EC, for 
the prospectus to be tfiproved. Application wilt be made to toe Irish Stock Exchange io admit the Notes to the Oflitfa! List and 
trading m its regtfated market. Such approval wil relate only to Notes which are to be admSted to bading on toe regulated market 
the Irftfi Stoi^ Exchange or other regultfed markets for the (Hjrposes of Directive 03/22/EEC or which ate to be offered to toe 
public to any Member State of the European Ecorramic Area. There can be tx> assurance that such admission wiB be granted. No 
application be made to Hsl the Notes on any other stock exchange. 

Investing In toe N^es involves risks. See 'Risk Factors" starting or* psga 24. 

THE PLEDGED ASSETS OF THE ISSUER THE SOLE SOURCE OF PAYMENTS ON THE NOTES AND THE PREFERENCE 
SHARES. THE NOTES AND Th« PREFERENCE SHARES DO NOT REPRESENT AN INTEREST IN OR OBLIGATIONS OF, AND 
ARE NOT INSURED OR GUARANTEED BY. THE TRUSTEE. THE COLLATERAL MANAGER, DEUTSCHE BANK SECURITIES 
INC. rOBST OR THE INfTUU. PURCHASER'), ANY OF ITS AFFILlA'reS OR ANY OTHER PERSON OR ENTITY. 

THE NOTES AND PREFERENCE SHARES HAVE NOT BKN AND WIU NOT BE REGISTERED UNDER THE SECURITIES WtT 
OF 1933, AS AMENDED (THE 'SECURmES ACr). UNDER APPLICABLE STATE SECURITIES LAWS OR UNDER THE LAWS 
OF ANY OTHER JURISDICTION. NEITHER THE ISSUER NOR THE CO-i^ER IS OR WILL BE REGISTERED UNDER THE 
UNITED STATES INVESTMENT COMPANY ACT OF 1940. AS AMEhKtEO (THE ’INVESTMENT COMPANY ACT). IN RatANCE 
UPW •mfi EXCLUSION PROVIDED BY SECTION 3(c)(7) THEf^F. THE NOTES AND PREFERENCE SHARES ARE BEING 
OFFERED (A) IN THE UNITED STATES IN RELIANCE UPON AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS 
OF THE SECURITIES ACT ( 1 ) PROVIDED BY SECTION 4(2) THEREOF TO A LIMITED NUMBER OF INSTITUTIONAL 
ACOTEDITED INVESTORS WITHIN 1>fE MEANING OF RULE 501(8X1), (2). (3) or (7) UNDER THE SECURiTIES ACT. OR (li) 
PURSUANT TO RULE 144A UNDER THE SECURITIES ACT fRULE 144A*) TO 'QUALIFIED INSTITUTIONAL BUYERS* (AS 
OEFIhffiO IN RULE 144A). AND (B) OUTSIDE THE UNITED STATES TO PERSONS WHO ARE NOT U.S. PERSONS (AS 
DEFINED IN REGULATION S) IN OFFSHORE TRANSACTIONS IN RELIANCE ON REGULATION S UNDER THE SECURITIES 
ACT fREGULATION S*) AND. IN EACH CASE. IN ACCCWtOANCE WITH APPLICABLE LAWS. THE NOTES AND 
PREFERENCE SHARES MAY NOT M OFFERED OR SiXO WfTHlN THE UNITED STATES OR TO OR FOR THE ACCOW4T 
OR KNEFIT OF U.S, PERSONS EXCEPT TO QUALIREO PURCHA^RS (WTTHiN THE MEANBMG OF THE 1NVESTM&1T 
COMPANY /W:T fiM) THE RULES THERaiNDER). EACH PURCHA^ OF NOTES OR PREFERENCE SHARES WILL BE 
DEEMED TO HAVE MADE OR WILL BE INQUIRED TO MAKE CERTAIN ACKNOWLEDGMENTS. REPRESENTATTONS AND 
A<a=?EEMENTS AS ^T FORTH UNDER 'TRANSFER RESTRICTIONS.* A TRANSFER OF NOTES OR PREFEI«NCE SHWtES 
(OR Am INTEREST THEREIN) IS SUBJECT TO CERTAW RESTRICTIONS DESCRIBED HEREIN. INCLUDING THAT hK) 
SALE. PLEDGE. mV^FER OR EXCHANGE MAY BE MADE IN A OBMOMINATION LESS THAN THE REC«JtREO MINIMUM 
DENOMINATION. SEE TRANK^ER RESTRICTIONS.’ 

The Notes are offered by toe Irdllal ^rchaser at varying prices determined to each case al the time of sale, to prior sale, 
when, as and if issued, the approval of oeitan legal matters by counsel and the satisfaction of certain other ccmditions. The tnibtf 
Purchaser reserves the right to vtfhdraw, cancel or modify such oFer and to reiect orders to whole or to part, it is expected that tiie 
Ntfes wSI be delivered on or abotf Mar^ { ], 2007 (toe 'Ctoetng Date*) throus^ toe fadl^ of The DeposBoy Trust Corr^y 
{*DTC*}. Ewodear Bank S.A./N.V., and Clearstraam Batddng, soelM amnyma. agatosl payment therefor to tounediatety availtftie 
funds, it is a condition to the issuance of each of the Notes and toa Preference Shares toa! all of toe Notes ami toe Preference 
Shares be issued ^ncurrertfy. 

DEUTSCHE BANK SECURITIES INC, 

The date of tide O^rtog Circular Is February Q, 2007 
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(cowr continued) 

Concurrentiy vw&t the issuance of the Notes, the issuer wit! issue Q Preference Shares pui^uant to 
Memorandum and Articles of Association of the Issuer {the Issuer Charter") and in accordance with a 
Preference Share Paying Agency Agreement dated as of March [ ], 2007 (the 'Preference Share Paying 
Agency Agreement"), among the issuer, Deutsche Bank Trust Company Americas, acting through an 
affiliate or agent outside the United States as preference share paying agent and preference share 
transfer agent (in such capacities, the *^reference Share Paying Agent* and the "Preference Share 
Transfer Agent") and Maples Finance Limited as the share registrar (in such capadty, the "Sfrere 
Registrar”). 

interest on the Notes wii! be payable In U.S. dollars in arrears on each Payment Date. Parents of 
principal of and Interest on the Notes on any Distribution Date will be made If and to the extent ttiat funds 
are available on such Disbibuton Date in acc(»’dance vtrith the Priority of Payments set forth herein. 
Distributions on the Preference Shares will be paid to the extent funds are available in accordance with 
the Priority of Payments. See "Description of the Notes — Interest," " — Principal" and * — Priority of 
Payments.” The principal of the Notes is payable on each Distribution Date and is required to be paid by 
their applicable Stated Maturity, unless redeemed or repaid prior thereto. See 'Desciiption of the Notes — 
Principal." 

■Rie Notes are subject to redemption under the circumstances described under 'Description of tire 
Notes — Mandatory Redemption," "—Auction Call Redemption." " — Optional Redemption", “ — Ctean-Up 
Call Redemption" and "—Tax Redemption." 

The Notes offered by the Issuers in the United States will be offered in reliance on an exemption frOTi the 
registration requirements of the Securities Act and will be represented by one or more global notes 
("Restricted Global Notes’) in fully registered form without interest coupons attached, deposited with, 
and roistered In the name of, OTC (or its nominee). The Notes offered by the Issuers outside the United 
States will be offered in reliance upon Regulation S under the Securities Act and initiaity vyiH be 
represented by wie or more temporary global notes (Temporary Regulation S Global Notes"), that will 
be exchangeable for one or more permanent global notes ("Permanent Regulation S Global Notes' 
and, together with the Temporary Regulation S Global Notes, the "Regulation S Global Notes") In fully 
registered form vrithout interest coupons attached, deposited with, and registered in the name of, OTC (or 
its nominee), initially for the accounts df Euroclear Bank S.A./N.V., as operator of the Euroclear system 
("Euroclear"), and/or Clearstream Banking. sod6t^ anonyme ("Clearstream"). Until and including the 
40th day after the later of the commencement of the offering and the Closing Date (the 'Distribution 
Compliance Period"), beneficial Interests in a Regulation S Global Note may be held only through 
Euroclear or Clearetream. Except In the limited circumstances described herein, certificated notes will not 
be issued in exchange for beneficial interests In a global note. See "Description of the Notes— Form, 
Denominatton, Registration and Transfer.' 

NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY. THE 
ISSUER. THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF AGREE THAT EACH OF 
THEM AND EACH OF THEIR EMPLOYEES. REPRESENTATIVES, AND OTHER AGENTS MAY 
DISCLOSE, IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS. TO ANY AND ALL 
PERSONS. WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF 
THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX 
ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX TREATMENT AND 
TAX STRUCTURE. EXCEPT WHERE CONFIDENTIALITY IS REASONABLY NECESSARY TO 
COMPLY WITH U.S. FEDERAL. STATE, OR CAYMAN ISLAND'S SECURITIES LAWS. FOR 
PURPOSES OF THIS PARAGRAPH. THE TERMS “TAX". "TAX TREATMENr. "TAX STRUCTURE". 
AND TAX BENEFir ARE DEFINED UNDER TREASURY REGUUTION § 1.6011-4(c). 

In this Offering Cirojlar, references to "U.S. Dollars',* USD," “Dollars" and "U.S.$" are to United States 
dollars. 
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NOTICE TO NEW HAMPSHIRE RESIDENTS 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A UCENSE 
HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES WITH 
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY 
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A 
FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS 
TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN 
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS 
THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR 
QUAUFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY 
OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE. TO ANY 
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT 
WITH THE PROVISIONS OF THIS PARAGRAPH. 


NOTICE TO PURCHASERS 

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OR 
THE SECURITIES LA\A^ OF ANY STATE. THE NOTES ARE TO BE PURCHASED FOR INVESTMENT 
ONLY AND MAY NOT BE SOLD. PLEDGED OR OTHERWISE TRANSFERRED BY AN INVESTOR 
DIRECTLY OR INDIRECTLY WITHIN THE UNITED STATES OR TO OR FOR THE ACCOUNT OF U.S. 
PERSONS (AS DEFINED IN REGULATION S) EXCEPT PURSUANT TO AN EXEMPTION FROM THE 
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT. PROSPECTIVE PURCHASERS ARE 
HEREBY NOTIFIED THAT THE SELLER OF ANY NOTES MAY BE RELYING ON THE EXEMPTION 
FROM THE REGISTRATION REQUIREMENTS OF SECTION 5 OF THE SECURITIES ACT PROVIDED 
BY SECTION 4(2) OF THE SECURITIES ACT, RULE 144A OR ANOTHER EXEMPTION FROM THE 
REGISTRATION REQUIREMENTS UNDER THE SECURITIES ACT. FOR CERTAIN RESTRICTIONS 
ON RESALE, SEE ‘DESCRIPTION OF THE NOTES— FORM. DENOMINATION. REGISTRATION AND 
TRANSFER.' A TRANSFER OF NOTES IS SUBJECT TO THE RESTRICTIONS DESCRIBED HEREIN. 
INCLUDING THAT NO SALE. PLEDGE. TRANSFER OR EXCHANGE MAY BE MADE OF A NOTE (1) 
EXCEPT AS PERMITTED UNDER THE SECURITIES ACT AND APPLICABLE STATE SECURITIES 
LAWS PURSUANT TO AN EXEMPTION FROM REGISTRATION AS DESCRIBED HEREIN. (2) 
EXCEPT IN COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS SET FORTH 
IN THE INDENTURE AND (3) IN A DENOMINATION LESS THAN THE REQUIRED MINIMUM 
DENOMINATION. THE NOTES ARE SUBJECT TO FURTHER RESTRICTIONS ON TRANSFER. SEE 
TRANSFER RESTRICTIONS." 

NEITHER THE ISSUERS NOR THE COLLATERAL HAS BEEN REGISTERED UNDER THE 
INVESTMENT COMPANY ACT BY REASON OF THE EXEMPTION FROM REGISTRATION 
CONTAINED IN SECTION 3(c)(7) THEREOF. EACH ORIGINAL PURCHASER OF AN INTEREST IN 
THE NOTES AND EACH SUBSEQUENT TRANSFEREE OF AN INTEREST THEREIN THAT IS A U.S. 
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) WILL BE DEEMED TO 
HAVE REPRESENTED AND AGREED THAT IT IS A QUALIFIED PURCHASER AND ALSO WILL BE 
DEEMED TO HAVE MADE THE REPRESENTATIONS SET FORTH IN TRANSFER RESTRICTIONS" 
HEREIN. NO TRANSFER OF NOTES THAT WOULD HAVE THE EFFECT OF REQUIRING EITHER OF 
THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY UNDER THE INVESTMENT 
COMPANY ACT WILL BE PERMITTED. THE PURCHASER OF ANY NOTE AGREES THAT SUCH 
NOTE IS BEING ACQUIRED FOR ITS OWN ACCOUNT AND NOT WITH A VIEW TO DISTRIBUTION 
AND MAY BE RESOLD. PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) TO A PERSON 


ii 
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WHOM THE SELLER REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER, 
PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE, 
PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM 
SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (B) TO A NON-U.S. PERSON IN 
AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S, IN EACH 
SUCH CASE IN COMPLIANCE WITH THE INDENTURE AND ALL APPLICABLE SECURITIES LAWS 
OF ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, ANY TRANSFER OF A 
RESTRICTED DEFINITIVE NOTE OR A REGULARON S DERNITIVE NOTE MAY BE EFFECTED 
ONLY ON THE NOTE REGISTER MAINTAINED BY THE NOTE REGISTRAR PURSUANT TO THE 
INDENTURE. ANY TRANSFER OF AN INTEREST IN A RESTRICTED GLOBAL NOTE OR A 
REGULATION S GLOBAL NOTE WILL BE SHOWN ON, AND TRANSFERS THEREOF WILL BE 
EFFECTED ONLY THROUGH, RECORDS MAINTAINED BY DTC AND ITS DIRECT AND INDIRECT 
PARTICIPANTS (INCLUDING, IN THE CASE OF REGULATION S GLOBAL NOTES, EUROCLEAR AND 
CLEARSTREAM). 

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND 
WARRANT) that EITHER (A) IT IS NOT AN ‘EMPLOYEE BENEFIT PLAN" AS DEFINED IN SECTION 
3(3) OF THE U S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED 
(•ERISA*) THAT IS SUBJECT TO TITLE I OF ERISA, A PLAN DESCRIBED IN SECTION 4975(b)(1) OF 
THE UNITED STATES INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE ‘CODE") THAT IS 
SUBJECT TO SECTION 4975 OF THE CODE, A GOVERNMENTAL OR CHURCH PLAN WHICH IS 
SUBJECT TO ANY U.S. FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE PROHIBITED 
TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE, OR AN 
ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN PURSUANT TO 29 C.F.R, 
SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF ERISA, OR OTHERWISE, OR (B) ITS 
PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A NON-EXEMPT 
PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE 
(OR, IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN, A NON-EXEMPT VIOLATION OF 
ANY SUCH SIMILAR U.S. FEDERAL, STATE OR LOCAL LAW). 


THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION OR 
OTHER REGULATORY AUTHORITY, AND NONE OF THE FOREGOING AUTHORITIES HAS 
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS OFFERING CIRCULAR. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


This Offering Circular has been prepared by the Issuers solely for use in connection with the offering 
described herein of the Notes and the Preference Shares (the "Offering") and for listing purposes. The 
Issuers accept responsibility for the Information contained in this document (except as provided below). 
To the best knowledge and belief of the Issuers, the Information contained in this document (except in 
respect of the informaUon appealing in the Section (i) The Collateral Manager" as to which the Collateral 
Manager accepts sole responsibility, (ii) "Description of the Inibal Investment Agreement— The Initial 
Investment Agreement Provider" as to which the Initial Investment Agreement Provider accepts sole 
responsibility, (ill) "Deutsche Bank Aktlengeseltschaft" as to which the First Synthetic Security 
Counterparty accepts sole responsibility and (iv) "Plan of Distribution" as to which the Inkial Purchaser 
accept sole responsibility), is in accordance with the facts and does not omit anything likely to affect the 
import of such Information. The Issuers accept responsibility accordingly. The Issuers disclaim any 
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obligation tp update sue* informabon and do not Intend to do so. Neither the Initial Purchaser nor any of 
their affiliates makes any representatbn or warranty as to, has independently verified or assumes any 
respemsibility for, the accuracy or completeness of the information contained herein other than the 
information appearing in the section "Deutsdie Bank Aktiengesellschaft", for w^ich it accepts sde 
responsibility. Neither the Cotlaterai Manager nor any of its affiliates makes any representation or 
warranty as to, has independently verlfted or assumes any responsibility for, the aa:uracy and 
completeness of the information contained herein other than ttre information appearing in the section The 
Cdlat^i Manager”, for whic^ it accepts sole responsibility. Neither the initial Investment /^reememt 
PiO\rider nor any of its affiliates makes any representation or warranty as to, has Independently verified or 
assumes any responsibility for, the accuracy and completeness of the information contained herein other 
than the information appearing In the section ’’Description of the initial Investment Agreement— The initial 
Investment Agreement Provider', for vdiich it accepts sole responsibility. To the best knov\^edge and 
belief of the Rrst Synthetic Security Counterparty, the infbrmatbn contained in the section "Deutsche 
Bank Mdiengeselischaff” is in accordance with the facts and does not omit anything likely to affoct the 
import of such infonnatlc^. To the best knowledge and belief of the Collateral Manager, the Information 
contained in the section The Collatera! Manager* Is In accordance with the facts and does not omit 
anything likely to affect the import of such information. To the best knowledge and belief of the tnttiai 
Investment Agreement F^vlder, toe information contained In the section "Description of the Initial 
Investment Agreement— The Initial Invesbnent Agreement Provider" is in accordance with the facts and 
does not omit anything likely to affect the import of such Information. Nothing contained in this Offering 
Circular is or should be relied upon as a promise or representation as to future results or evenfa. The 
Trustee has not participated In the preparation of this Offering Circular and assumes no responsibility for 
its confanfa. 

Ali of the statements in this Offering Circular with respect to toe business of the issuers, and any financial 
projections or other forecasts, are based on information furnished by the issuers. See ’Forward Looking 
Statements." None of the Initial Purchaser, toe Collateral Manager and their respective affiliates assumes 
any responsibility for toe performance of any obligations of either of toe Issuers or any other pereons 
described in this Offering Circular (except that the Coilatera! Manager is responsible for toe performance 
of its obilgations under the Management Agreement) or for toe due execution, validity or enforceability of 
•the Notes, Instruments or documents delivered in connet^n wito the Notes or for the value or validity of 
any cc^ateral or security interests pledged in connection therewith. 

This Offering Circular contains summaries of certain documents. The summaries do not purport to be 
complete and are qualified in their entirety by reference to such documents, copies of which will be made 
available to offerees upon request. Requests and inquiries regarding (his Offering Circular or such 
documents should be directed to DBS! Inc., 60 Wall Street. New York, New York 10005, Attention: Global 
Markets/coo Group. Copies of such documents may also be obtained free of charge from the Irish 
Paying Agent. 

The issuers wil make available to any offeree of the Notes, prior to the issuance thereof, the opportunity 
to ask questions of and to receive answers from the issuers or a person acting on their behalf concerning 
the terms and conditions of the Offering, the Issuers or any other relevant matters and to obtain any 
additional information to the extent toe issuers possess such information or can obtain it vs^toout 
unreasonable expense. The information referred to in this paragraph \^ll also be obtainable at the office 
of the Irish Paying Agent. 

Each Original Purchaser of a Note or Preference Share (or interest therein) offered and sold in the United 
States will be required (or in cerfain circumstances deemed) to represent to the Initial Purchaser offering 
any Note to it that such Original Purchaser (a)(l) is an institutional "accredited investCH-" within the 
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meaning of Rule 501(a)(1), (2). (3) or (7) (an Institutional Accredited Investor"), or (ii) Is a qualified 
instihitionai buyer as defined in Rule 144A ("Qualified institutional Buyer”) and (b) is acquiring the 
Notes or Preference Shares for Its own account for Invesbnent purposes and not with a view to toe 
distrlbutkm thereof (except in accordance writh Rule 144A). Each Original Purchaser of toe Notes and 
Preference Shares will also be required to acknowledge or be deemed to acknowledge that the Notes 
and Preference Shares have not be^ and not be registered under the Securities Act and may not be 
reoffered, resold, pledged or otoenvlse ^nsferred except (a) (1) to a person whom the seller reasonably 
believes is boto a Qualified Purchaser (as defined below) and a Qualified instituticxial Buyer purchasing 
for its ovm account, to vriiom notice is given that toe resale, pledge or other transfer is being made in 
reliance on the exemption from registration provided by Rule 144A under the Securities Act or (ii) to a non 
U,S. Person in an offshore transaction in accordance with Rule 904 of Regulation S, (b) in compliance 
with the cortificatlon (if any) and other requirements specified in the indenture (or Preforence Share 
Paying Agency Agreement, as applicable) and (c) In accordance with any applicable securities laws of 
any state of the United States and any other relevant Jurisdiction. Each Original Purchaser of a Note toat 
is a U.S. resident (Nothin the meaning of toe Investment Company Act) will be required to represent or be 
deemed to represent that it or the account for which it is purchasing such Notes is a Qualified Purchaser. 
A ‘Qualified Purchaser" Is (i) a ‘qualified purchaser" v^thin the meaning of the investment Company Act 
and toe rules thereunder, (II) a 'knowledgeable employee* vtrito respect to the issuer within the meaning of 
Rule 30-5 under the investment Company Act, or (ill) a company beneficially owned exclusively by one or 
more ‘qualified purchasers* and/or "knowledgeable employees* with respect to the issuer. 

The initial Purchaser currently does not intend to make a market in any Class of Notes or the Preference 
Shares, and the initial Purchaser is under no obligation to do so. In the event toat the Initial Purchaser 
commences any market-making, it may discontinue the same at any time. There can be no assurance 
that a secondary market for any Class of Notes or the Preference Shares will develop, or If a secondary 
market does develop, that It will provide toe holders of such Class of Notes or Preference Shares with 
liquidity of investment or that It will continue, for the life of such Class of Notes or Preference Shares. 


THIS QFFERING CIRCULAR IS FOR INFORMATION PURPOSES ONLY AND IS NOT INTENDED TO 
BE RELIED UPON ALONE AS THE BASIS FOR AN INVESTMENT DECISION. IN MAKING AN 
INVESTMENT DECISION. PROSPECTIVE INVESTORS MUST RELY ON THEIR OWN EXAMINATION 
OF THE ISSUERS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED AND MUST NOT RELY UPON INFORMATION PROVIDED BY OR STATEMENTS MADE 
BY THE INITIAL PURCHASER. THE COLLATERAL MANAGER OR ANY OF THEIR AFFILIATES. 
INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR THE FINANCIAL 
RISKS OF AN INVESTMENT IN THE NOTES FOR AN iNDERNITE PERIOD OF TIME. 

NONE OF THE ISSUERS, THE COUATERAL MANAGER, THE INTEREST RATE SWAP 
COUNTERPARTY (IF ANY), THE SYNTHETIC SECURITY COUNTERPARTY. THE OFFSETTING 
TRANSACTION COUNTERPARTY. THE INITIAL INVESTMENT AGREEMENT PROVIDER. THE 
INITIAL PURCHASER AND ITS AFFILIATES MAKES ANY REPRESENTATION TO ANY OFFEREE OR 
PURCHASER OF NOTES REGARDING THE LEGAUTY OF INVESTMENT THEREIN BY SUCH 
OFFEREE OR PURCHASER UNDER APPLICABLE LEGAL INVESTMENT OR SIMILAR LAWS OR 
REGULATIONS OR THE PROPER CLASSIFICATION OF SUCH AN INVESTMENT THEREUNDER. 
THE CONTENTS OF THIS OFFERING CIRCULAR ARE NOT TO BE CONSTRUED AS LEGAL. 
BUSINESS OR TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN 
ATTORNEY. BUSINESS ADVISOR AND TAX ADVISOR AS TO LEGAL, BUSINESS AND TAX ADVICE. 
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NO PERSON IS AUTHORIZED IN CONNECTION WITH ANY OFFERING MADE HEREBY TO GIVE 
ANY INFORMATION OR MAKE ANY REPRESENTATION OTHER THAN AS CONTAINED HEREIN 
AND, IF GIVEN OR MADE. SUCH INFORMATION OR REPRESENTATION MUST NOT BE RELIED 
UPON AS HAVING BEEN AUTHORIZED BY THE ISSUER. THE CO-ISSUER, THE COLLATERAL 
MANAGER, THE INITIAL PURCHASER OR ITS AFFILIATES. THIS OFFERING CIRCULAR DOES NOT 
CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY, (A) ANY 
SECURITIES OTHER THAN THE NOTES OR PREFERENCE SHARES OR (B) ANY NOTE OR 
PREFERENCE SHARE IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO 
MAKE SUCH AN OFFER OR SOLICITATION. THE DISTRIBUTION OF THIS OFFERING CIRCULAR 
AND THE OFFEFUNG OF THE NOTES AND/OR PREFERENCE SHARES IN CERTAIN 
JURISDICTIONS MAY BE RESTRICTED BY LAW. PERSONS INTO WHOSE POSSESSION THIS 
OFFERING CIRCULAR COMES ARE REQUIRED BY THE ISSUERS AND THE INITIAL PURCHASER 
TO INFORM THEMSELVES ABOUT, AND TO OBSERVE, ANY SUCH RESTRICRONS, IN 
PARTICULAR, THERE ARE RESTRICTIONS ON THE DISTRIBUTION OF THIS OFFERING 
CIRCULAR, AND THE OFFER AND SALE OF NOTES AND PREFERENCE SHARES, IN THE UNITED 
STATES OF AMERICA, THE UNITED KINGDOM AND THE CAYMAN ISLANDS. SEE "PLAN OF 
DISTRIBUTION." NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE MADE 
HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN NO CHANGE 
IN THE AFFAIRS OF THE ISSUERS OR THAT THE INFORMATION HEREIN IS CORRECT AS OF ANY 
DATE SUBSEQUENT TO THE DATE AS OF WHICH SUCH INFORMATION IS GIVEN HEREIN. THE 
ISSUERS AND THE INITIAL PURCHASER RESERVES THE RIGHT, FOR ANY REASON, TO REJECT 
ANY OFFER TO PURCHASE IN WHOLE OR IN PART, TO ALLOT TO ANY OFFEREE LESS THAN 
THE FULL AMOUNT OF NOTES SOUGHT BY SUCH OFFEREE OR TO SELL LESS THAN THE 
AGGREGATE STATED PRINCIPAL AMOUNT OF ANY CLASS OF NOTES. 


THE DISTRIBUTION OF THIS OFFERING CIRCULAR AND THE OFFER OR SALE OF NOTES AND 
PREFERENCE SHARES MAY BE RESTRICTED BY LAW IN CERTAIN JURISDICTIONS. NONE OF 
THE ISSUER, THE CO-ISSUER OR THE INITIAL PURCHASER REPRESENTS THAT THIS 
DOCUMENT MAY BE LAWFULLY DISTRIBUTED, OR THAT ANY NOTES MAY BE LAWFULLY 
OFFERED, IN COMPUANCE WITH ANY APPUCABLE REGISTRATION OR OTHER 
REQUIREMENTS IN ANY SUCH JURISDICTION, OR PURSUANT TO AN EXEMPTION AVAILABLE 
THEREUNDER, OR ASSUME ANY RESPONSIBILITY FOR FACIUTAT1NG ANY SUCH 
DISTRIBUTION OR OFFERING. IN PARTICULAR, NO ACTION HAS BEEN TAKEN BY THE ISSUER, 
THE CO-ISSUER OR THE INITIAL PURCHASER WHICH WOULD PERMIT A PUBUC OFFERING OF 
ANY NOTES OR DISTRIBUTION OF THIS DOCUMENT IN ANY JURISDICTION WHERE ACTION FOR 
THAT PURPOSE IS REQUIRED. ACCORDINGLY, NO NOTES OR PREFERENCE SHARES MAY BE 
OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, AND NEITHER THIS OFFERING CIRCULAR NOR 
ANY ADVERTISEMENT OR OTHER OFFERING MATERIAL MAY BE DISTRIBUTED OR PUBLISHED 
IN ANY JURISnCnON, EXCEPT UNDER CIRCUMSTANCES THAT WILL RESULT IN COMPUANCE 
WITH ANY APPLICABLE LAWS AND REGULATIONS. PERSONS INTO WHOSE POSSESSION THIS 
OFFERING CIRCULAR OR ANY NOTES COME MUST INFORM THEMSELVES ABOUT AND 
OBSERVE ANY SUCH RESTRICTIONS. 


NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY, THE 
ISSUER, THE INITIAL PURCHASER, THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF 
AGREE THAT EACH OF THEM AND EACH OF THEIR EMPLOYEES, REPRESENTATIVES, AND 
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OTHER AGENTS MAY DISCLOSE. IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS. TO 
ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND. THE TAX TREATMENT AND TAX 
STRUCTURE OF THE TRANSACTION AND ALL MATERIALS OF ANY KIND {INCLUDING OPINIONS 
OR OTHER TAX ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX 
TREATMENT AND TAX STRUCTURE, EXCEPT WHERE CONFIDENTj/U.ITY IS REASONABLY 
NECESSARY TO COMPLY WITH U.S. FEDERAL. STATE. OR CAYMAN ISLAND’S SECURITIES 
LAWS. 


THIS DOCUMENT IS CONSIDERED AN ADVERTISEMENT FOR PURPOSES OF APPLICABLE 
MEASURES IMPLEMENTING E.U. DIRECTIVE 2003/71/EC. A PROSPECTUS PREPARED 
PURSUANT TO THE PROSPECTUS DIRECTIVE WIU BE PUBLISHED. WHICH CAN BE OBTAINED 
FROM THE ISSUER AND THE IRISH PAYING AOENT. SEE 'LISTING AND -GENERAL 
INFORMATION". 


NOTICE TO FLORIDA RESIDENTS 

THE NOTES AND PREFERENCE SHARES ARE OFFERED PURSUANT TO A CLAIM OF EXEMPTION 
UNDER SECTION 517.061 OF THE FLORIDA SECURITIES ACT (THE "FLORIDA ACr) AND HAVE 
NOT BEEN REGISTERED UNDER THE FLORIDA ACT IN THE STATE OF FLORIDA FLORIDA 
RESIDENTS WHO ARE NOT INSTITUTIONAL INVESTORS DESCRIBED IN SECTION 517.061(7) OF 
THE FLORIDA ACT HAVE THE RIGHT TO VOID THEIR PURCHASES OF THE NOTES AND 
PREFERENCE SHARES WITHOUT PENALTY WITHIN THREE DAYS AFTER THE FIRST TENDER OF 
CONSIDERATION. 


NOTICE TO CONNECTICUT RESIDENTS 

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE 
CONNECTICUT SECURITIES LAW. THE NOTES AND PREFERENCE SHARES ARE SUBJECT TO 
RESTRICTIONS ON TRANSFERABILITY AND SALE. 


NOTICE TO GEORGIA RESIDENTS 

THE NOTES AND PREFERENCE SHARES HAVE BEEN ISSUED OR SOLD IN RELIANCE ON 
PARAGRAPH (13) OF CODE SECTION 10-5-9 OF THE GEORGIA SECURITIES ACT OF 1973, AND 
MAY NOT BE SOLD OR TRANSFERRED EXCEPT IN A TRANSACTION WHICH IS EXEMPT UNDER 
SUCH ACT OR PURSUANT TO AN EFFECTIVE REGISTRATION UNDER SUCH ACT. 


NOTICE TO RESIDENTS OF AUSTRALIA 

NO PROSPECTUS, DISCLOSURE DOCUMENT, OFFERING MATERIAL OR ADVERTISEMENT IN 
RELATION TO THE NOTES AND PREFERENCE SHARES HAS BEEN LODGED WITH THE 
AUSTRALIAN SECURITIES AND INVESTMENTS COMMISSION OR THE AUSTRALIAN STOCK 
EXCHANGE LIMITED. ACCORDINGLY, A PERSON MAY NOT (A) MAKE. OFFER OR INVITE 
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APPLICATIONS FOR THE ISSUE. SALE OR PURCHASE OF THE NOTES AND PREFERENCE 
SHARES WITHIN. TO OR FROM AUSTRALIA (INCLUDING AN OFFER OR INVITATION WHICH IS 
RECEIVED BY A PERSON IN AUSTRALIA) OR (B) DISTRIBUTE OR PUBLISH THIS OFFERING 
CIRCULAR OR ANY OTHER PROSPECTUS, DISCLOSURE DOCUMENT, OFFERING MATERIAL OR 
ADVERTISEMENT RELATING TO THE SECURITIES IN AUSTRALIA. UNLESS (I) THE MINIMUM 
AGGREGATE CONSIDERATION PAYABLE BY EACH OFFEREE IS THE U.S. DOLLAR EQUIVALENT 
OF AT LEAST A$50Q.000 (DISREGARDING MONEYS LENT BY THE OFFEROR OR ITS 
ASSOCIATES) OR THE OFFER OTHERWISE DOES NOT REQUIRE DISCLOSURE TO INVESTORS 
IN ACCORDANCE WITH PART 6D.2 OF THE CORPORATIONS ACT 2001 (CWLTH) OF AUSTRALIA. 
AND (II) SUCH ACTION COMPLIES WITH ALL APPLICABLE LAWS AND REGULATIONS. 
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NOTICE TO RESIDENTS OF AUSTRIA 

THIS OFFERING CIRCULAR IS NOT A PROSPECTUS UNE>ER THE AUSTRIAN CAPITAL MARKETS 
ACT OR THE AUSTRIAN INVESTMENT FUNDS ACT. THIS OFFERING CIRCULAR HAS NOT BEEN 
EXAMINED BY A PROSPECTUS AUDITOR AND NO PROSPECTUS ON THE PRIVATE PLACEMENT 
OF THE NOTES AND PREFERENCE SHARES HAS BEEN PUBLISHED OR WILL BE PUBLISHED IN 
AUSTRIA. THE NOTES AND PREFERENCE SHARES ARE OFFERED IN AUSTRIA ONLY TO A 
RESTRICTED AND SELECTED NUMBER OF PROFESSIONAL AND SOPHISTICATED INDIVIDUAL 
INVESTORS. AND NO PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES IN 
AUSTRIA IS BEING MADE OR IS INTENDED TO BE MADE. THE NOTES AND PREFERENCE 
SHARES CAN ONLY BE ACQUIRED FOR A COMMITMENT EXCEEDING ATSBOO.OOO OR ITS 
EQUIVALENT VALUE IN ANY FOREIGN CURRENCY. THE INTERESTS ISSUED BY THE ISSUERS 
ARE' NOT OFFERED IN AUSTRIA, AND THE ISSUERS ARE NOT AND WILL NOT BE REGISTERED 
AS A FOREIGN INVESTMENT FUND IN AUSTRIA. 


NOTICE TO RESIDENTS OF BAHRAIN 

NO PUBLIC OFFER OF THE NOTES AND PREFERENCE SHARES WILL BE MADE IN BAHRAIN AND 
NO APPROVALS HAVE BEEN SOUGHT FROM ANY GOVERNMENTAL AUTHORITY OF OR IN 
BAHRAIN. NONE OF THE CO-ISSUERS, THE COLLATERAL MANAGER AND THE INITIAL 
-PURGHASER-lS-PERMITTE0-TO-MAKE~ANY-|NVlTATION“TO~THE"PUBi:iC IN THE"STATE OF 
BAHRAIN TO SUBSCRIBE FOR THE NOTES AND PREFERENCE SHARES AND THIS OFFERING 
CIRCUUR MAY NOT BE ISSUED. PASSED TO. OR MADE AVAILABLE TO MEMBERS OF THE 
PUBLIC IN BAHRAIN GENERALLY. 


NOTICE TO RESIDENTS OF BELGIUM 

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD. TRANSFERRED OR 
DELIVERED IN OR FROM BELGIUM AS PART OF THEIR INITIAL DISTRIBUTION OR AT ANY TIME 
THEREAFTER, DIRECTLY OR INDIRECTLY. OTHER THAN TO PERSONS OR ENTITIES 
MENTIONED IN ARTICLE 3 OF THE ROYAL DECREE OF JANUARY 9, 1991 RELATING TO THE 
PUBLIC CHARACTERISTIC OF OPERATIONS CALLING FOR SAVINGS AND ON THE ASSIMILATION 
OF CERTAIN OPERATIONS TO A PUBLIC OFFER (BELGIAN OFFICIAL JOURNAL OF JANUARY 12, 
1991). THEREFORE, THE NOTES AND PREFERENCE SHARES ARE EXCLUSIVELY DESIGNED FOR 
CREDIT INSTITUTIONS, STOCK EXCHANGE COMPANIES. COLLECTIVE INVESTMENT FUNDS, 
COMPANIES OR INSTITUTIONS, INSURANCE COMPANIES AND/OR PENSION FUNDS ACTING 
FOR THEIR OWN ACCOUNT ONLY. 


NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS 

NO INVITATION TO SUBSCRIBE FOR ANY NOTES AND PREFERENCE SHARES MAY BE MADE TO 
THE PUBLIC IN THE CAYMAN ISLANDS. 
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NOTICE TO RESIDENTS OF DENMARK 

EACH OF THE ISSUERS AND THE INITIAL PURCHASER HAS AGREED THAT IT HAS NOT 
OFFERED OR SOLD AND WILL NOT OFFEa SELL OR DELIVER ANY NOTES AND PREFERENCE 
SHARES IN THE KINGDOM OF DENMARK, DIRECTLY OR INDIRECTLY, BY WAY OF PUBLIC 
OFFER, UNLESS SUCH OFFER, SALE OR DELIVERY IS, OR WAS, IN COMPLIANCE WITH THE 
DANISH ACT NO. 1072 OF DECEMBER 20. 199S ON SECURITIES TRADING, CHAPTER 12 ON 
PROSPECTUSES ON FIRST PUBLIC OFFER OF CERTAIN EXECUTIVE SECURITIES AND ANY 
EXECUTIVE ORDERS ISSUED PURSUANT THERETO. 


NOTICE TO RESIDENTS OF FINLAND 

THIS OFFERING CIRCULAR HAS BEEN PREPARED FOR PRIVATE INFORMATION PURPOSES OF 
INTERESTED INVESTORS ONLY. IT MAY NOT BE USED FOR AND SHALL NOT BE DEEMED A 
PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES, THE RAHOITUSTARKASTUS 
HAS NOT AUTHORIZED ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES AND 
PREFERENCE SHARES; ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE 
OFFERED OR SOLD IN FINLAND OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY 
FINNISH LAW, THIS OFFERING CIRCULAR IS STRICUY FOR PRIVATE USE BY ITS HOLDER AND 
MAY NOT BE PASSED ON TO THIRD PARTIES. 


NOTICE TO RESIDENTS OF FRANCE 

THIS OFFERING CIRCULAR IS FURNISHED TO YOU SOLELY FOR YOUR INFORMATION AND MAY 
NOT BE REPRODUCED OR REDISTRIBUTED TO ANY OTHER PERSON. IT IS STRICTLY 
CONFIDENTIAL AND IS SOLELY DESTINED FOR PERSONS OR INSTITUTIONS TO WHICH IT WAS 
INITIALLY SUPPLIED. THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER OR AN 
INVITATION TO SUBSCRIBE FOR OR TO PURCHASE ANY OFFERED SECURITIES AND NEITHER 
THIS DOCUMENT NOR ANYTHING CONTAINED HEREIN SHALL FORM THE BASIS OF ANY 
CONTRACT OR COMMITMENT WHATSOEVER. 

AS LONG AS THE PROSPECTUS DIRECTIVE IS NOT IMPLEMENTED IN FRANCE, THE FOLLOWING 
FRENCH SELLING RESTRICTIONS WILL APPLY: EACH OF THE INIHAL PURCHASER HAS 
REPRESENTED AND AGREED, AND EACH FUTURE DEALER WILL BE REQUIRED TO REPRESENT 
AND AGREE .THAT IN CONNECTION WITH THEIR INITIAL DISTRIBUHON IT HAS NOT OFFERED 
OR SOLD OR CAUSED TO BE OFFERED OR SOLD AND WILL NOT OFFER OR SELL OR CAUSED 
TO BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY. ANY OFFERED SECURITIES BY WAY OF 
A PUBLIC OFFERING IN THE REPUBLIC OF FRANCE (AN APPEL PUBLIC A LtPARGNE AS 
DEFINED IN ARTICLE L.411-1 OF THE FRENCH CODE MONETAIRE ET FINANCIER (THE ■FRENCH 
CODE’)) AND THAT OFFERS AND SALES OF THE OFFERED SECURIHES WILL BE MADE IN THE 
REPUBLIC OF FRANCE IN ACCORDANCE WITH THE ARTICLE L.F11-1 AND FOLLOWING OF THE 
FRENCH CODE AND DECREE NO.98,880 DATED 1ST OCTOBER, 1998 RELATING TO OFFERS TO 
QUALIFIED INVESTORS. 
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NOTICE TO RESIDENTS OF GERMANY 

THE NOTES AND PREFERENCE SHARES MAY ONLY BE ACQUIRED IN ACCORDANCE WITH THE 
GERMAN WERTPAPIERPROSPEKTGESETZ ("SECURITIES PROSPECTUS ACr) AND THE 
INVESTMENTGESET2 ("INVESTMENT ACr). THE SECURITIES ARE NOT REGISTERED OR 
AUTHORIZED FOR DISTRIBUTION UNDER THE INVESTMENT ACT AND MAY NOT BE, AND ARE 
NOT BEING OFFERED OR ADVERTISED PUBLICLY OR OFFERED SIMILARLY UNDER THE 
INVESTMENT ACT OR THE SECURITIES PROSPECTUS ACT. THEREFORE. THIS OFFER IS ONLY 
BEING MADE TO RECIPIENTS TO WHOM THIS DOCUMENT IS PERSONALLY ADDRESSED AND 
DOES NOT CONSTITUTE AN OFFER OR ADVERTISEMENT TO THE PUBLIC, THE SECURITIES 
CAN ONLY BE ACQUIRED FOR A MINIMUM PURCHASE PRICE OF AT LEAST € 50,000 
(EXCLUDING COMMISSIONS AND OTHER FEES) PER PERSON. ALL PROSPECTIVE INVESTORS 
ARE URGED TO SEEK INDEPENDENT TAX ADVICE. NONE OF THE ISSUER, THE TRUSTEE, THE 
COLLATERAL MANAGER, THE INITIAL PURCHASER OR ANY OF THEIR RESPECTIVE AFFILIATES 

GIVES Any tax advice. 


NOTICE TO RESIDENTS OF HONG KONG 

NO PERSON MAY OFFER OR SELL ANY NOTE IN HONG KONG BY MEANS OF THIS OFFERING 
CIRCUUR OR ANY OTHER DOCUMENT OTHERWISE THAN TO PERSONS WHOSE ORDINARY 
_BUS.INES.SJ.'US_IO_BU.Y_OR-SELL-SHARES-OR-DEBE-NTURES-(WHETHER-AS-PRINeiPAL-OR- 
AGENT) OR IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN OFFER TO THE PUBLIC 
WITHIN THE MEANING OF THE COMPANIES ORDINANCE (CHAPTER 32 OF THE LAWS OF HONG 
KONG), UNLESS IT IS A PERSON WHO IS PERMITTED TO DO SO UNDER THE SECURITIES LAWS 
OF HONG KONG, NO PERSON MAY IN HONG KONG ISSUE, OR HAVE IN ITS POSSESSION FOR 
THE PURPOSES OF ISSUE, THIS OFFERING CIRCULAR OR ANY OTHER ADVERTISEMENT, 
INVITATION OR DOCUMENT RELATING TO THE NOTES AND PREFERENCE SHARES OTHER 
THAN (I) IN RESPECT OF NOTES OR PREFERENCE SHARES TO BE DISPOSED OF TO PERSONS 
OUTSIDE HONG KONG OR ONLY TO PERSONS WHOSE BUSINESS INVOLVES THE ACQUISITION, 
DISPOSAL OR HOLDING OF SECURITIES, WHETHER AS PRINCIPAL OR AGENT, OR (II) IN 
CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN INVITATION TO THE PUBLIC WITHIN THE 
MEANING OF THE PROTECTION OF INVESTORS ORDINANCE (CHAPTER 335 OF THE LAWS OF 
HONG KONG), 


NOTICE TO RESIDENTS OF ITALY 

THIS OFFERING CIRCULAR MAY NOT BE DISTRIBUTED TO MEMBERS OF THE PUBLIC IN ITALY. 
THE ITALIAN COMMISSIONS NAZIONALE PER LA SOCIETA E LA BORSA HAS NOT AUTHORIZED 
ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES OR PREFERENCE SHARES. 
ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED OR SOLD IN 
ITALY OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY ITALIAN LAW. 


NOTICE TO RESIDENTS OF JAPAN 

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED 
UNDER THE SECURITIES AND EXCHANGE LAW OF JAPAN. NEITHER THE NOTES, THE 
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PREFERENCE SHARES NOR ANY INTEREST THEREIN MAY BE OFreRED, SOLD, RESOLD OR 
OTHERWISE TRANSFERRED, DIRECUY OR INDIRECTLY, IN JAPAN OR TO OR FOR THE 
ACCOUNT OF ANY RESIDENT OF JAPAN (WHICH TERM AS USED HEREIN MEANS ANY PERSON 
RESIDENT IN JAPAN, INCLUDING ANY CORPORATION OR OTHER ENTITY ORGANIZED UNDER 
THE LAWS OF JAPAN), OR TO OTHERS FOR RE-OFFERING OR SALE, DIRECTLY OR INDIRECTLY, 
IN JAPAN OR TO A RESIDENT OF JAPAN EXCEPT PURSUANT TO AN EXEMPTION FROM THE 
REGISTRATION REQUIREMENTS OF, AND OTHERWISE IN COMPLIANCE WITH, THE SECURITIES 
AND EXCHANGE LAW AND ANY OTHER APPLICABLE LAW, REGULATIONS AND MINISTERIAL 
GUIDELINES OF JAPAN. 


NOTICE TO RESIDENTS OF KOREA 

NONE OF THE ISSUER. THE CO-ISSUER AND THE INITIAL PURCHASER IS MAKING ANY 
REPRESENTATION, EXPRESS OR IMPLIED, WITH RESPECT TO THE QUALIFICATION OF THE 
RECIPIENTS OF THIS OFFERING CIRCUWR FOR THE PURPOSE OF INVESTING IN THE NOTES 
OR PREFERENCE SHARES UNDER THE LAWS OF KOREA INCLUDING AND WITHOUT 
LIMITATION THE FOREIGN EXCHANGE MANAGEMENT LAW AND REGULATIONS THEREUNDER. 
THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE 
SECURITIES AND EXCHANGE LAW OF KOREA AND NONE OF THE NOTES OR PREFERENCE 
SHARES MAY BE OFFERED OR SOLD OR DELIVERED, DIRECTLY OR INDIRECTLY, IN KOREA OR 

-TO-ANY-RESIDEN-T-OF-KOREA-EXGEPT-PURSUANT-TO-APPtlCABLE-tAWS-AND-REGULATIONS' 

OF KOREA 


NOTICE TO RESIDENTS OF THE NETHERLANDS 

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD, TFLANSFERRED OR 
DELIVERED, WHETHER DIRECTLY OR INDIRECTLY, TO ANY INDIVIDUAL OR LEGAL ENTITY IN 
THE NETHERLANDS OTHER THAN TO INDIVIDUALS WHO, OR LEGAL ENTITIES WHICH, IN THE 
COURSE OF THEIR OCCUPATION OR BUSINESS, DEAL OR INVEST IN SECURITIES (AS SET OUT 
IN SECTION 1 OF THE REGULATION OF 9 OCTOBER 1990 IN IMPLEMENTATION OF SECTION 14 
OF THE ACT ON THE SUPERVISION OF INVESTMENT INSTITUTIONS). 


NOTICE TO RESIDENTS OF NORWAY 

EACH OF THE ISSUERS AND THE INITIAL PURCHASER REPRESENTS AND AGREES THAT IT 
WILL COMPLY WITH CHAPTER 5 OF THE NORWEGIAN ACT NO. 79 OF JUNE 19, 1997 ON 
SECURITIES TRADING (SECURITIES TRADING ACT) AND EACH OF THE ISSUERS AND THE 
INITIAL PURCHASER ADDITIONALLY REPRESENT AND AGREE THAT THEY HAVE NOT, DIRECTLY 
OR INDIRECTLY, OFFERED OR SOLD AND WILL NOT. DIRECTLY OR INDIRECTLY, OFFER OR 
SELL IN THE KINGDOM OF NORWAY OR TO INVESTORS IN THE NORWEGIAN SECURITIES 
MARKET ANY NOTES OR PREFERENCE SHARES OTHER THAN TO PERSONS WHO ARE 
REGISTERED WITH THE OSLO STOCK EXCHANGE AS PROFESSIONAL INVESTORS, 
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NOTICE TO RESIDENTS OF SINGAPORE 

THIS OFFERING CIRCULAR WILL, PRIOR TO ANY SALE OF SECURITIES PURSUANT TO THE 
PROVISIONS OF SECTION 106D OF THE COMPANIES ACT (CAP. 50), BE LODGED, PURSUANT TO 
SAID SECTION 106D, WITH THE REGISTRAR OF COMPANIES IN SINGAPORE, WHICH TAKES NO 
RESPONSIBILITY FOR ITS CONTENTS, BUT HAS NOT BEEN AND WILL NOT BE REGISTERED AS 
A PROSPECTUS WITH THE REGISTRAR OF COMPANIES IN SINGAPORE. ACCORDINGLY, THE 
NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED NOR MAY THIS OFFERING 
CIRCULAR NOR ANY OTHER OFFERING DOCUMENT OR MATERIAL RELATING TO THE NOTES 
OR PREFERENCE SHARES BE CIRCULATED OR DISTRIBUTED, DIRECTLY OR INDIRECUY, TO 
THE PUBLIC OR ANY MEMBER OF THE PUBLIC IN SINGAPORE OTHER THAN TO INSTITUTIONAL 
INVESTORS OR OTHER PERSONS OF THE KIND SPECIFIED IN SECTION 106C AND SECTION 
106D OF THE COMPANIES ACT OR ANY OTHER APPLICABLE EXEMPTION INVOKED UNDER 
DIVISION 5A OF PART IV OF THE COMPANIES ACT. THE FIRST SALE OF SECURITIES ACQUIRED 
UNDER A SECTION 106C OR SECTION 106D EXEMPTION IS SUBJECT TO THE PROVISIONS OF 
SECTION 106E OF THE COMPANIES ACT. 


NOTICE TO RESIDENTS OF SPAIN 

THIS OFFERING CIRCULAR HAS NOT BEEN AND WILL NOT BE REGISTERED WITH THE 

COMISION NACIONAL DEL MERCADO DE V ALORES OF SPAIN AND MAY NOT-BE.DIS.T-RIBUTED-IN ■ 

-SPAIN-IN-eONNECTION-WITH'THE'OFFERlNG AND SALE OF THE NOTES OR PREFERENCE 
SHARES WITHOUT COMPLYING WITH ALL LEGAL AND REGULATORY REQUIREMENTS IN 
RELATION THERETO. 


NOTICE TO RESIDENTS OF SWEDEN 

THIS OFFERING CIRCULAR IS FOR THE RECIPIENT ONLY AND MAY NOT IN ANY WAY BE 
FORWARDED TO ANY OTHER PERSON OR TO THE PUBLIC IN SWEDEN. THE OFFERING OF THE 
NOTES AND PREFERENCE SHARES IS INTENDED TO BE A PRIVATE PLACEMENT, AND A 
MINIMUM INVESTMENT OF SEK 300,000 IN THE NOTES OR PREFERENCE SHARES IS REQUIRED. 


NOTICE TO RESIDENTS OF SWITZERLAND 

THE ISSUER HAS NOT BEEN AUTHORIZED BY THE SWISS FEDERAL BANKING COMMISSION AS 
A FOREIGN INVESTMENT FUND UNDER ARTICLE 45 OF THE SWISS FEDERAL LAW ON 
INVESTMENT FUNDS OF 18 MARCH 1994. ACCORDINGLY, THE NOTES AND PREFERENCE 
SHARES MAY NOT BE OFFERED OR DISTRIBUTED ON A PROFESSIONAL BASIS IN OR FROM 
SWITZERLAND, AND NEITHER THIS OFFERING CIRCULAR NOR ANY OTHER OFFERING 
MATERIALS RELATING TO THE NOTES OR PREFERENCE SHARES MAY BE DISTRIBUTED IN 
CONNECTION WITH ANY SUCH OFFERING OR DISTRIBUTION. THE NOTES AND PREFERENCE 
SHARES MAY. HOWEVER. BE OFFERED AND THIS OFFERING CIRCULAR MAY BE DISTRIBUTED 
IN SWITZERLAND ON A PROFESSIONAL BASIS TO A LIMITED NUMBER OF PROFESSIONAL 
INVESTORS IN CIRCUMSTANCES SUCH THAT THERE IS NO PUBLIC OFFER. 
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NOTICE TO RESIDENTS OF TAIWAN AND CHINA 

THE OFFER OF THE NOTES AND PREFERENCE SHARES HAS NOT BEEN AND WILL NOT BE 
REGISTERED WITH THE SECURITIES AND FUTURES COMMISSION OF TAIWAN OR WITH THE 
RELEVANT REGULATORY AUTHORITIES IN THE REPUBLIC OF CHINA PURSUANT TO RELEVANT 
SECURITIES LAWS AND REGULATIONS AND MAY NOT BE OFFERED OR SOLD WITHIN TAIWAN 
OR THE REPUBUC OF CHINA THROUGH A PUBLIC OFFERING OR IN CIRCUMSTANCES WHICH 
CONSTITUTE AN OFFER WITHIN THE MEANING OF THE SECURITIES AND EXCHANGE LAW OF 
TAIWAN OR WITHIN THE MEANING OF RELEVANT SECURITIES LAWS AND REGULATIONS IN THE 
REPUBUC OF CHINA THAT REQUIRE A REGISTRATION OR APPROVAL OF THE SECURITIES AND 
FUTURES COMMISSION OF TAIWAN OR THE RELEVANT SECURITIES REGULATORY 
AUTHORITIES IN CHINA, 


NOTICE TO RESIDENTS OF THE UNITED KINGDOM 

THIS DOCUMENT IS ONLY BEING DISTRIBUTED TO AND IS ONLY DIRECTED AT (1) PERSONS 
WHO ARE OUTSIDE THE UNITED KINGDOM OR (II) TO INVESTMENT PROFESSIONALS FALLING 
WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT OF 2000 (TSMA') 
(FINANCIAL PROMOTION) ORDER 2005 (THE 'ORDER-) OR (III) HIGH NET WORTH ENTITIES, AND 
OTHER PERSONS TO WHOM IT MAY LAWFULLY BE COMMUNICATED, FALLING WITHIN ARTICLE 
49(2) (A) TO (D) OF THE O RDER (ALL SUCH PERSONS TOGETHER B EING-REEERRED-TO-AS- 
-■REUEVANT"PERSONS')7“THe SECURITIES ARE AVAILABLE ONLY TO, AND ANY INVITATION, 
OFFER OR AGREEMENT TO SUBSCRIBE, PURCHASE OR OTHERWISE ACQUIRE SUCH 
SECURITIES WILL BE ENGAGED IN ONLY WITH, RELEVANT PERSONS. ANY PERSON WHO IS 
NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS 
CONTENTS. 


AVAILABLE INFORMATION 

To penolt compliance with Rule 144A under the Securities Act in connectbn with the sale of the Notes 
and Preference Shares, each of the Issuers will be required to furnish, upon request of a holder of a Note 
or Preference Share, to such holder and a prospective purchaser designated by such holder the 
information required to be delivered under Rule 144A(d)(4) under the Securities Act if at the time of the 
request such Co-Issuer is not a reporting company subject to Section 13 or 15(d) of the Securities 
Exchange Act of 1934, as amended (the "Exchange AcC), or is not exempt from reporting pursuant to 
Rule 12g3-2(b) under the Exchange Act. Such Information may be obtained from Itie Trustee or the Irish 
Paying Agent. It is not contemplated that either of the Issuers will be such a reporting company or so 
exempt. 


FORWARD LOOKING STATEMENTS 

Any projections, forecasts and estimates contained herein are forward looking statements and are based 
upon certain assumptions that the Collateral Manager considers reasonable. Projections are necessarily 
speculative In nature, and It can be expected that some or all of the assumptions underlying the 
promotions will hot materialize or will vary significantly from actual, results. Accordingly, the projections 
are oniy an estimate. Actual results may vary from the projections, and the variations may be material. 
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Some importent Actors that could cause actual fesults to differ materially from those in any forward 
looking statement include changes in interest rates, market, finanda! or legal uncertainties, di^rences 
in the actual allocalton erf the Underlying Assets among asset categories from those identified on 
Schwiule A hereto, file timing and frequency of defoults, writedowns, prindpa! shor^lls and interest 
shortfalls on me Underlying Assets, mismatches between the timing of accrual and receipt of Interest 
Proceeds and Prindpa! F^oc^eds from me Underlying Assets (particutady prior to the invesbnent of all 
Uninvested Proceeds), defaults under Undertying Assets and the effectiveness of any Interest Rate Swap 
Agreement, among omers. Consequently, me induslon of projections herein shojid not be regarded as a 
representation by the issuer, the Co-Issuer, the Collateral Manager, me Trustee, the Initial Purchaser or 
Its affiliates or any other person or entity of the results mat will axially be achieved by the Issuer. 

None of me issuer, me Co^ssuer, me Collateral Manager, the Trustee, the Inifial Purchaser or Its 
affiliates has any obligation to update or otherwise revise any projections, Including any revisions to 
refiect changes in economic conditions. or other drcumstances arising after the date hereof <x to reflect 
the occurrence of unantidpated events, even if me underlying assumptions do not come to fruition. 
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SUMMARY OF TERMS 

The following summary is qualified in its entirety by, and should be read in conjunction witti, the more 
detailed infonnatton appearing eteewhere in this Offering Circular. An index of deffned terms appears at 
the back of this Offering Circular. 

Secuilttes Offored U.S.$( ] aggregate principal amount Class A-1 Roating Rate 

Notes Due Q (the XIass A-1 Notes”). 

U.S.$l ] aggregate principal amount Class A--2 Roating Rate 
Notes Due Q (the 'Class A-2 Notes”) and, together with the 
Class A-1 Notes, the 'Class A Notes”). 

U.S.$( ] aggregate principal account Class B Floating Rate 
Notes Due Q (the 'Class B Notes”). 

U.S.$[ } aggregate principal amount Class C Floating Rate 
Deferrable Interest Notes Due Q (the XIass C Notes”). 

U.S.${ ) aggregate principal amount Class D Floating Rate 
Deferrable Interest Notes Due Q (the 'Class D Notes”). 

U.S.$( ] aggregate principal amount Class E Floating Rate 
Deferrable Interest Notes Due Q (the ‘Class E Notes, together | 
with the Class A Notes. Class B Notes. Class C Notes and ; 
Class D Notes, the ”NotBs"). ' 

Preference Shares Concurrently the issuance of the Notes, the Issuer will 

issue Q Preference Shares, par value U.S.$0.01 per share. 
Issued at a liquidation preference of U.S.Sfl .000] per share (the 
'Preference Shares”). It is expected that the Collateral 
Manager will purchase all of the Preference Shares and the 
Collateral Manager may purchase some or all of the Class E 
Notes. 

Status of the Notes Each of the Class A-1 Notes, Class A-2 Notes, Class B Notes. 

Class C Notes. Class O Notes and Class E Notes are herein 
referred to as a XIass” of Notes. The entire principal amount 
of each Class of Notes and all of the Preference Shares \^ll be 
issued on the Closing Date. 

The Notes be issued and secured pursuant to the 
indenture. The Synthetic Security Counterparty will be an 
express third party beneficiary of the Indenture. See 
'Description of the Notes — Status and Security” and '—The 
indenture.” The Notes will be limited-recourse debt obligations 
of die Issuers secured solely by a pledge of the Collateral by 
the Issuer to the Trustee pursuant to the Indentore for the 
benefit of the holders from time to time of the Ncrtes, the 
Collateral Manager, die Trustee, the Synthetic Security 
Counterparty, the Offsetting Transaction Counterparty and any 
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interest Rate Swap Counterparty (coilectivety, the ’Secured 
Parties*). See "Descriptbn of the Notes—Status and 
Security." 

The relative order of seniority of payment of eadi Class of 
Notes is as foUowsi first, Class A>1 Notes, second. Class A--2 
Notes, third. Class B Notes, fourth. Class C Notes, fifth, Class 
D Notes and sixth. Class E Notes, with (a) each Class of Notes 
In such list being "Senior" to each other Class of Notes that 
follows such Class of Notes in such list and (b) each Class of 
Notes (other than the Class A-l Notes) in such list being 
"Subordinate* to the Class of Notes that precedes such Cbss 
of Notes in such list. The Notes are Senbr to the Preference 
Shares. 

No payment of interest on any Class of Notes will be made until 
all accrued interest due and payable on the Notes of each 
Class that is Senbr to such Class and that remains outstanding 
has been paid in full. No payment of principal of any Class of 
Notes will be made until all principal of. and ail accrued and 
unpaid interest on. the Notes of each Class that is Senbr to 
such Class and that remain outstanding have been paid in full, 
except as described under * — Principal Repayment of the 
Notes". See also "Descriptbn of the Notes — Priority of 
Payments." 

However 

(a) on any Distributbn Date occurring on or before the 
Distribution Date In Q (with the period from the Cbsing 
Date to such Distributbn Date referred to herein as the 
"Priority Distribution Period"), Interest Proceeds will 
be applied. In an amount available for such purpose, if 
any, cm the relevant Distributbn Date, to pay principal 
of the Class D Notes in an amount up to the Class 0 
Priority Redemption Amount for such Distribution Date ; 
as set forth in Schedule G to this Offering Circular until 
0% of tile aggregate principal amount of the Class D 
Notes as of the Cbsing Date is redeemed; and on any 
Distributbn Date occurring after the 0 Distribution Date, 
0% of the Interest Proceeds that would otherwise be 
paid to the Preference Share Paying Agent for 
distribution to the holders of the Preference Shares \^ll 
be applied to pay principal of the Class 0 Notes untii 
the Class D Notes ere paid in full; 

(b) on any Distributbn Date occurring on or after the 
DisWbuOon Date in Q (if no Optional Redemptbn, 
Auctbn Cali Redemption, Clean-Up Cali Redemption 
or Tax Redemption has been successfolly completed 

before such Distribution Date) (the "Accelerated 
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Amortization Date”), interest Proceeds toat would 
otherwise be paid to toe Preference Share Paying 
Agent for distrtoution to the hdders toe Preference 
Shares will be applied to pay, 0rsf, the prindpa! of the 
Class E Notes, second, the principal the Class D 
Notes, third, the principal of the Class C Notes, fourth, 
the prindpai d the Class B Notes, fifth, toe principal of 
toe Class A>2 Notes and sixth, the principal of the 
Class A>1 Notes, In each case until such Class has 
been paid In fuH; and 


(0) 

if the Class E DIverslw T^t Is not satisfied on a 
Determination Date, Interest Proceeds will be applied 
on the Immediately succeeding Distribution Date to pay 
principal of the Class E Notes in sufficient amounts to 
satisfy the Class E Diversion Test, 


See 

"Descriptkm of the Notes — Priority of Payments." 

TI«b issuers 

company with limited liability incorporated under the 
Companies Law (2004 Revision) of the Cayman Islands 
pursuant to its Memorandum and Articles of Association (the 
Issuer Charter") and is in good standing under the laws of toe 
Cayman Islands. The Indenture and issuer Charter will piwlde 
that the activities ^ the Issuer are limited to: 


(a) 

acquiring, holding, pledging and selling Underiying 
Assets, Offsetting Transactions and Eligible 
Investments; 


(b) 

entering into and performing its obligations under the 
Indenture, any Interest Rate Swap Agreement, any 
Investment Agreement, the Management Agreement, 
the Cofiateral Administration Agreement, the Note 
Purchase Agreement, the subscription agreements with 
respect to the private placement of the Class E Notes 
and the Preference Shares (the "Subscription 
Agreements') and the Preference Share Paying 
Agency ^reement 


(c) 

issuing, redeeming and selling the Notes and toe 
Preference Shares, and issuing the Ordinary Shares; 


W 

pledging the Collateral as security for its obligations in 
respect of the Notes and othenwlse for the benefit of 
the Secured Parties; 


(e) 

owning the Co-Issuer; and 


(f) 

other activities incidental to the foregoing. 
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The Issuer will not have any material assets ottier than the 
Underlying Assets, Eligible investment, any Interest Rate 
Swap Agreement and rights under certain other agreements 
entered into as described herein. 

Gemstone CDO Vli Corp., a Delaware corporatbn (the "Co* 
Issuer" and, together with the Issuer, the "issuers"), was 
Incorporated for the sole purpose of co*tssuing the Notes. The 
entire authorized share capital of the Co-Issuer is owned by the 
Issuer. . 

The Co-issuer will not have any assets (other than the 
proceeds of Its comm^ shares, being U.S.$[250] )and vwl! not 
pledge any assets to secure any Class Notes. The Co- 
Issuer will not have any interest in the Underlying Assets held, 
by the Issuer. 

Coiiaterai Manager HBK Investments LP., a Delaware limited partnership (together 

with its affiliated subadvisors, ^e "Collateral Manager”} with 
headquarters In Dallas, Texas, will manage the Collateral under 
a Management Agreement to be entered Into between die 
Issuer and the Collateral Manager (the 'Management 
Agreement”). Collateral management services for the Issuer 
will be performed by various affiliated subadvisors of HBK 
Investments LP.. which are under common control with HBK 
investments LP. Pursuant to the Management Agreement and i 
in accordance v^th the Indenture, the Collateral Manager has 
selected and will manage the Collateral and nvIII exercise rights 
and remedies associated with the Underlying Assets based on 
the restrictions set forth in the indenture and on the Collateral 
Manager's research, credit analysis and judgment The 
Cotlaterat Manager will also monit<x any Interest Rate Swap 
Agreement and may also act as the Aucdon Agent In 
connection with an Auction Call Redemption. Also, the 
Collateral Manager may direct the Disposition of the Underlying 
Assets in the case of an Optional Redemption, a Clean-up Cat! 
or a Tax Redemption. For a summary of the provisions of the 
Management Agreement and certain other Informatton 
concerning the Collateral Manager and key individuals 
associated therewith who will be managing the issuer's 
portfolio, see "The Collateral Manager' and "The Management 
Agreement." 

Use of Proceeds The gross proceeds received from the Issuance and sale of the 

Notes and the Preference Shares will be approximately U.S.$[ 
]. On the Closing Date, the Issuer will receive approximately 
U.S.${ } as the net proceeds from the Issuance and sale of the 
Notes and tee Preference Shares. The net proceeds from the 
Issuance and sale of tee Notes and the Preference Shares are 
tee gross proceeds net of the payment of the placement and 
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s&ucturing fees related to the placement of the Notes and 
Preference Shares, the payment of other cbsing expenses and 
an initial deposit into the Expense ^xx^nt. The net proceeds 
horn the Issuance and the sale of the Nc^es and toe Preferent^ 
Shares wiil be used by the Issuer to purchase on toe Ctosing 
Ctete a diversified portfolio cf interests in asset-backed 
securities fAsset-Backed Securities”) and Synthetic 
Securibes (together with the Asset-Backed Securities, the 
'Underlying Assets”) having toe characteristics described 
herein, to enter into Offsetting Transactions (including the 
parent of any initial amounts upon the entry into an Offsetting 
Transaction) and to fund certain accounts established under 
toe Indenture. See 'Security for the Notes — Underlying Assets” 
and “ — Closing Date Portfolio.” On the Closing Date, the issuer 
wtii have acx^uired (or committed to acquire for setttement in 
accordance v^to customary settlement procedures in the 
relevant markets) the enttre portfolio. As of the Closing Date, 
the portfolio will consist of Underlying Assets (acquired or 
committed to be acquired) having an aggregate 
Prindpai^otionai Balance (including principal collections on 
such Underlying Assets deposited in toe Uninvested Proceeds 
Account on the Ctosing Date) of approximately U.S.$[ J, in the 
event that there are any remaining uninvested net proceeds on 
the Determination Date preceding the (] 2007 Distribution Date 
(the ’First Distribution Date”), they will be applied in the 
manner described herein under “Description of toe Notes— 
Certain Definitions— Principal Proceeds,” "Description of the 
Notes— Priority of Payments— Prindpal Proceeds” and 
"Security for the Notes — The Accounts — Uninvested Pro»eds 
Account." 

Security for the Notes Pursuant to the Indenture, toe Notes, together with toe Issuer’s | 

obligations to the interest Rate Swap Counterparty under any 
Interest Rate Swap Agreement, the Synthetic Security 
Counterparty under toe Synthetic Securities, the Initial 
Investment Agreement Provider under the Initial Investment 
Agreement, the Trustee under the indenture and the Collateral 
Manager under the Management Agreement, wiil be secured 
by: 

(a) the Underlying Assets and Equity Securities and the 
Offset Transactions and toe Offsetting Transactions; 

(b) toe rights of toe issuer under any Interest Rate Swap 
Agreement; 

(c) amounts on deposit in the Payment Account, the 
Interest Collection Account, the Principal Collection 
Account, the Expense Account, the Uninvested 
Proceeds Account, the Synthetic Security Issuer 
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/tocount, Disposition Pi^jceeds Account, the 
Synthetic Security Collateral Account [and the Interest 
Rate Swap Counterparty Cdlaterai Account] 
(collectivety, tiie "Accounts') and Eligible Investments 
purchased vrith hjnds on deposit in such accounts; 

(d) the rights of the Issuer under the Management 
Agreement, the Note Purchase /^reement, the 
Subscription Agreements and the Administration 
Agreement; and 

(e) ail proceeds of the foregoing (collectively, the 
‘Coltaterai”). 

In the event of any realization on the Collateral, proceeds wilt 
be allocated to the payment of each Class of Notes in 
accordance with the mspective priorities established by the 
Priority of Payments. The Collateral will not include the 
Excepted Property. 

Acquisition of the Underlying 

Assets On the Closing Date, the Issuer wli! have acquired (or 

committed to acquire for settlement in accordance with 
customary settlement procedures In the relevant mark^) the 
entire pc^tfoilo, which will consist of Underlying Assets having 
an Aggregate Principal/Notional Balance (Including principal 
collections on Asset-Badced Securities deposited in the 
Uninvested Proceeds Account on the Closing Dale) of 
approximately U.S.$f ] and will be pledged to the Trustee under 
the Indenture. The Underlying Assets so acquimd by toe 
! issuer will, on the Closing Date, have toe characteristics 

described herein under ‘Security for the Notes— Underlying j 
Assets' and "—Closing Dale Portfolio.' | 

After the Clewing Date, following the Disposition of Underlying 
^sets in accordance with and subject to toe conditions herein, 
the Issuer, at toe direction of the CoHateral Manager, may apply ' 
toe DlsposiOon Proceeds in respect of such Dispositions to 
I purchase additional Asset-Backed Securities or to enter into 

additional Synthetic Securities. During the Reinvestment 
Period, the Issuer, at the direction of the Collateral Manager 
and subject to toe limitations described in 'Disposition of toe 
Underlying Asseto,* may trade Underlying Assets on a 
discretionary basis. After toe Reinvestment Period, the Issuer 
>^tl not be able to acquire Underlying Assets on a discretionary 
basis. Both during and after the Reinvestment Period, the 
Collateral Manager may direct the issuer to Dispose of 
Defaulted Assets. Equity Securities. Credit-Risk ^sets, Credit- 
Improved Assets and Witoholding Securities as described 
under ‘Disposition of the Underlying Assets” and may be 
required to reinvest the Disposition Proceeds of such 
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Dispositions In additional Underling Assets. During and after 
ttie Reinvestment Period, the issuer, at the direction of the 
Coilaterai Manager, may also enter into Offsetting 
Transactions; provk/ed that any Ofhetting Transaction vi^i be 
treated as a Disposition of the related Underlying ^set, 
meaning that Offsetting Transactions deemed to be 
discretionary and not in connecticm witii the Disposition of 
De^ulted Assets, Equity Securities. Credit-T^isk Assets, Credit- 
Improved Assets and Withholding Securities shall only occur 
during the Reinvestment Period. 

Disposition of the Underlying 

Assets At any time, the Collateral Manager may direct the i^uer to 

[^spose of any Defaulted Assets, Equity Securities or 
Underlying Assets subject to withholding or other similar taxes 
and acquire additional Underlying Assets; provided that such 
Dispositions and acquisitions are subject to the restiictions 
described in 'Security for the Notes— Disposition of Underlying 
Assets.' 

The Collateral Manager may also direct the Issuer to Dispose I 
of Credll4^lsk Assets, Credit-Improved Assets or other: 
Underlying Assets and acquire additional Underlying Assets, 
subject to the conditions indicated bebw. 

Credit-Risk Assets. The Collateral Manager, on behalf of the 
issuer, may direct tiie Trustee in writing to Dispose of any 
Underlying Asset that the Collateral Manager, acting on behalf 
of the Issuer, determines to be (and which the Cr^laterai 
Manager certifies in writing to the Trustee that it has 
determined to be) a Credit-Risk Asset and, if applicable, to 
acquire additional Underlying Assets in accordance with clause 
(B) below. The Collateral Manager may not direct the Trustee 
to Dispose of any Underlying Asset that it determines to be a 
Credit-Risk Asset unless, In connection with the Disposition of 
such Credit-Risk Asset, the Collateral Manager will certify in 
writing to the Trustee that: 

(A) at the direction of the Collateral Manager, the 
Disposition Proceeds arising from the Dispositicm of such 
Credit-Risk Asset shall be transferred to the Wncipai Collection 
Account to be applied In accordance with the Priority of 
Payments; provided that such Disposition Proceeds may not be 
reinvested, or 

(B) the Collateral Manager believes tiiat the issuer will be 
able to reinvest the Disposition Proceeds arising from the 
Disposition of such Credit-Risk Asset, within [180} days after 
such Credit-Risk Asset is Disposed of, in one or more 
additional Asset-Backed Securities or Synthetic Securities 

having an Aggregate Prlncipal/Notional Balance that, together 
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wth accnied Interest thereon. Is at least equal to the 
Disposition Proceeds arising from the Disposition of such 
Credit-Risk Asset being Disposed of and the Coiiateral 
Manager believes that after giving eft^ to such C^sposition 
and the subsequent acquisition, the level of each of the 
Coilaterai Quality Teste and Eligibility Crlteiia is maintained or 
improved as compared to the test levels prior to suOi 
C^sposition and subsequent acquisition; provided however that 
after the Reinvestment Period, the issuer may nc^ Dispose of a 
Credit-Risk Asset and acquire one or more additional 
Underlying Assets pursuant to tills paragraph unless, 
additionally, (i) the Collateral Quality Teste are in compliance, 
(ii) the Underlying Asset proposed to be acquired shall have a 
Mood/s Rating and a Standard & Poor’s Rating at least equal 
to the Moody's Rating and the Standard & Poor's Rating 
respectively of the Credit-Risk Asset to be Disposed, (Hi) the 
weighted average life of the Underlying Asset(8) proposed to be 
acquired following such Dlspositbn shall be no more than two 
years greater than the weighted average life of the Credit-Risk 
Asset to be Disposed and (iv)(A) all Coverage Tests are ; 
satisfied prior to suc^ Disposition. (B) the CoKatera! Manager 
believes that, after giving effect to such Disposition and the 
subsequent acquisition described in this paragraph all 
Coverage Tests will be satisfied and the level of each Coverage 
Test will be at ieast equal to its level prior to such Disposition 
and (C) the level of the Class D Overcollateralization Test is at 

least equal foO- 

CredH-lmoroved Assets. The Collateral Manager, on behalf of 
the Issuer, may direct the'Trustee in writing to Dispose of any 
Underlying Asset that the Collateral Manager, acting on behalf 
of the Issuer, determines to be (and which the Coiiateral 
Manager certifies in writing to the Trustee that It has 
determined to be) a Ciadit Improved Asset and, If applicable, to 
acquire additional Underl^ring Assets in accordance with clause 
(B) below. The Cdlateral Manager may not direct the Trustee 
to Dispose of any Underlying Asset that it determines to be a 
CredlMmproved Asset unless, in connection >Mth the 
Disposition of such Credit-Improved Asset, the Collateral 
Manager will certify In writing to the Trustee that: 

(A) at the direction of the Coiiateral Manager, the 
Disposition Proceeds arising from the Disposition of such 
Credit-Improved Asset shall be transferred to the Principal 
Collection Account to be applied in accordance with the Priority 
of Payments: provided that (i) such Disposition Proceeds may 
not be reinvested and (ii) such Disposition Proceeds must be at 
least equal to the par value of the Credit-tmproi^d Asset 
C^sposed, or 
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(B) the Collateral Manager believes teat tee Issuer imII be 
able to reinvest tee Disposition Prc^eeds arising h-om the 
Dispositbn df such Credit-improved Asset, within [160] days 
after such Credit-improved Asset is Disposed of, in one or more 
additional Asset-Backed Securities or S^thetlc Securities 
having an Aggregate Principal/Notional Balance at least equal 
to the Aggregate Principai/Notbnai Balance of the Credit- 
Improved Asset to be Disposed, and the Collateral Manager 
believes that after gli^ng effect to such Dispositbn and tee 
subsequent acquisition, the level of each of the Coilateral 
Quality Tests and Eligibility Criteria Is maintained or improved 
as compared to the test levels prior to such Dispc^ition and 
subsequent acquisitbn; provided however that afer the 
Reinvestment Period, the issuer may not Dispose of a Credit- 
Improved Asset and acquire another Underlying Asset pursuant 
to this paragraph unless, additionally, (i) the Collateral Quality 
Tests are in compliance, (ii) the Underiying Asset proposed to 
be acquired shall have a Mood/s Rating and a Standard & , 
Poor's Rating at least equal to the Moody's Rating and the 
Standard & Pooris Rating, respectively, of the Credit-improved 
Asset to be Disposed, (Hi) tee weighted average life of the 
Underlying Asset(s) proposed to be acquired following such 
Disposition shall be no more than tvro years greater tean the 
weighted average life of tee Credit-Improved Asset to be 
Disposed and (iv)(A) all Coverage Tests are satisfied prior to 
such Disposition, (B) tee Coilatera!. Manager believes teat, after 
giving effect to such Disposition and the subsequent acquisitbn 
described in this paragraph ali Coverage Tests will be satisfied 
and the level of each Coverage Test vrill be at least equal to its 
level prior to such Disposition and (C) the level of the Class D 
Overcollateralization Test is at least equal to 0- 

DiscreOonarv Trading. At any lime during the Reinvestment 
Period, the Cedtaterat Manager, on behalf of the issuer, may 
direct tee Trustee In writing to Dispose of (and acquire if 
applicable), and the Trostee shall Dispose of (and acquire, If 
applicable) In the manner so directed by the Collateral 
Manager, acting on behalf of the Issuer, in writing, any 
Underlying Asset If, In connection with the l^sposition of such 
Underlying Asset and tee acquisition of another Underiying 
Asset, as applicable, the Collateral Manager shall certify in 
writing to.the Trustee that: 

(i) the Coilateral Manager believes In gcrod faith teat 
Dispositbn Proceeds relating to such Underlying Asset can be 
reinvested within [180] days after tee Dispositbn of such 
Underlying Asset in one or more additbnai Underiying Assets 
such that the Aggregate Principal/Notional Balance of such 
additional Underlying Assets Is greater than or equal to the 
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Prfndpai^otlonai Balance of the Underlying Asset to be so 
Disposed, 

(ti) the Aggregate Principai^otiortal Balance of all 
Under^ng Assets Disposed of pursuant to this paragraph 
during any calendar year (including the period from toe Ctosing 
Date to the end of calendar year 2007). does not exceed [20]% 
of toe Net Outstanding Asset Balance as of toe first day of such 
period (excluding, for the purposes of such calculation, the 
Disposition of any Credit-Risk Assets, CredlMmproirad Assets, 
Defoutted Assets, Equity Securities and Withholding Securities 
and any Underi^r^ Asset Disposed by the entry of the Issuer 
into an Offsetting Transaction with respect to such Underlying 
Asset). I 

(ill) the Coltaterai Manager believes that after giving effect ' 
to such Disposition and toe subsequent acquisition, toe level of 
each of the Collateral Quality Tests and El^ibllity Criteria is 
maintained or improved as compared to the test levels prior to 
such Disposition and subsequent acquisition; 

(iv) and Moody's has not reduced the long term rating of 
any Class of Notes below the long term rating in effect on the 
Closing Date by one or more major rating categories. 

The Disposition Proceeds of an Asset-Backed Security will be 
deposited in the Disposition Proceeds Account and, subject to 
the restrictions described In "Security for the Notes — 
Disposition of Underlying Assets,* will be available to be 
reinvested in other Underlying Assets within [180] days 
following such Disposition. Follov/Ing su^ [180] day period, If 
not earlier transferred to the Principal Collection Account at the 
direction of the Collateral Manager, if such Disposition 
Proceeds have been reinvested in any substitute 
Underlying Asset and remain in the Disposition Proceeds 
Account, such Disposition Proceeds shall be deposited in the 
Principal Coilection Account and applied in accordance with the 
Priority of Payments. 

"Reinvestment Period’ means the period from the Cksslng 
Date until the first to occur of (i) the Payment Date immediately 
fbiiowing the date that the Collateral Manager, acting on behalf 
of the Issuer, notifies the Trustee and the otoer designated 
parties that, in tight of the compositton ctf the ^sets. general 
market conditions and other factors, toe Coilateral Manager (in 
Its sole discretion) has determined on behalf of toe issuer that 
investments in additional Underlying Assets within the 
foreseeable future would either be impractical or not beneficial, 
(ii) an Event of Default or (lil) the day after the Payment Date 
occurring in Q; provided that if the Coilateral Manager had 
previously terminated the Reinvestment Period, the Collateral 
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Manager may Its sole dlso^tton) reinstate the Reinves^ent 
Period if the notice of reinstatement is delivered prior to the 
Oetermlnadon Date for the Distribution Date occurring in Q. 

Principa! Proceeds from the Disposibon of, or principal 
payments on. Underlying Assets that are invesfrnent Grade 
may at the Coiiateral Manager's soie discretion (exercised on 
behalf of the Issuer) be deposited into (x)- die Coliecbon 
Account for Investment on a later date in additional Underlying 
Assets that are Investment Grade, or (y) the Synthetic 
Collateral Account to be invested in Eilgible Investmente. in 
each case, In ac(X)rdance with the Eligibility Criteria and the 
Collateral Quality Tests. 

See “Security for the Notes— Oispositton of Underlying Assete.* 


Interest Rate Swap Following the Clewing Date, subject fo satisfaction of the Rating 

Agreement Condition, the issuer may enter into an iSDA Master 


Agreement pursuant to which the Issuer will enter Into an 
interest rate swap in accordance with the Indenture (such 
interest rate swap, together with any replacement therefor or 
additional interest rate swap agreement entered into In 
accordance v^h the indenture, the "Interest Rate Swap 
Agreement"). Any Interest Rate Swap Agreement will provide ' 
that the issuer will pay to the Interest Rate Swap Counterparty 
on each related Distribution Date Interest at a fixed rate on a 
specified notional amount, in exchange for which the Interest 
Rate Swap Counterparty will pay to the Issuer interest on such 
notional amount at a rate equal to three month LIBOR for the 
related calcuiation period. See “Security for the Notes— The 
Interest Rate Swap Agreement." 

Sjmthetlc Securities On the Closing Date, the Issuer will enter Into a series of credit 

default swaps (each a “Synthetic Security') with Deutsche 
Bank AG (in su(^ role, the “First Synthetic Security 
Counterparty*). Each Synthetic Security will relate to a 
Reference Obligabon whereby the issuer will sell credit 
protection to bie related Synthetic Security Counterparty on 
such Reference Obligation. Each Synthetic Security will be 
entered into pursuant to a 1992 ISDA Master Agreement 
(Mulbcutrency-Cross Border), including the schedule thereto 
(the 'Master Agreement"), between the Issuer and a Synthetic 
Security Counterparty, and a separate confirmation of 
transaction (a “Conflrmallon’) evidencing the Synthetic 
Security thereunder. Each Confirmation may evidence several 
different transactions, each of which will be separate and 
distinct from aii others documented under such Confirmation 
and relates to an individual Reference Obitgatfon that is an 
Asset-Backed Security. The form of Confirmation for 
Reference Obligations that are RMBS Seoirittes is attached 
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hereto as Schedute H . The form of Confirmation for Referents 
Obligations that are ABX Tranche Securities is attadied hereto 
Schedule I . The form of Confirmation for Reference 
Obligafions that are CM6S Securities is attedied hereto as 
Schedute J . The form of Confirmation for Reference 
Obligations that are CDO Securities is atteched hereto as 
Schedule K . The 2003 ISOA Credit Derivatives Definitions, as 
published by ISDA (the "Credit Derivatives Definitions") wilt 
apply to, and be incorporated by reference into, each Synthetic 
Security. 

Each Synthetic Security exposes the issu^ to the credit risk of 
a Reference Obilgation. Each "Reference Obligation." as of 
the related trade date, will be an Asset-Backed Seojrity that 
satisfies the Eligibility Criteria. 

During the Reinvestment Period, and only in accordance with 
the Eligibility Criteria, the Issuer may (I) enter into additional 
Synthetic Securities with ihe First Synthetic Seoirity 
Counterparty and (il) enter into new Synthetic Securities vsrtth 
other synthetic security counterparties (together vrith the First 
Synthetic Security Counterparty, the "Synthetic Security 
Counterparties") made pursuant to a separate Master 
Agreement and Confirmation; pmvided that after giving effect to 
any such transaction, the Synthetic Security Collateral Amount 
equals or exceeds the Required Syntiietic Security Collateral 
Amount. The "Synthetic Security Collateral Amount* equals 
on any date of determination, the amount on deposit in the 
related Synthetic Security Collateral Account, if any (Including 
the Aggregate Principai/Notional Balance of the Eligible 
Investments on deposit in such account but excluding all 
earnings on such Eligible Investments). The "Required 
Synthetic Security Collateral Amount” equals, with respect to 
each Synthetic Security Counterparty, on any date of 
determination, the Aggregate Principai/Notionai Balance of all 
Synthetic Securities entered into with such Synthetic Security 
Counterparty. Each Master Agreement entered into with a 
Synthetic Security Counterparty shall be substantially Identical 
to the Master Agreement entered into between the issuer and i 
the First Synttietic Security Counterparty prior to closing or, if 
not substantially identical, shall be approved by the First 
Synthetic Security Counterparty and each Rating Agency. 
Each Confirmation entered into witti a Synthetic Security 
Counterparty shall be substantially similar to (w) the form of 
Confiimation attached hereto as Schedule H in toe case of 
Reference Obligations that are RMBS Securities, (x) the form c# 
Confirmation attached hereto as Schedule I in toe case of 
Reference ObligatlOTs that are ABX Tranche Securities, (y) the 
form of Confirmation attached hereto as Schedule J in toe 
case of Reference Obligations that are CMBS Securities or (z) 
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ttie form of Confirmation attached hereto as Schedule K in the 
case of Reference Obligations that are CDO Securities or, rf not 
substantially simitar, shall be apfm>ved by eadi other Synthetic 
Security Counterparty and each Rating ^ency. 

'Rie Syntfietic Security Counterparty has the right in the event 
of an assignment of a Synthetic Security to reject any 
replacement for the Issuer, such right not to be unreasonably 
exercised, in deciding whether to approve or reject a 
replacement for the issuer, the Synthetic Security Counterparty 
does not have fo consider the Interests of the issuer or the 
Noteholders. 

For a further description of the Synthetic Securities see 
"Security for the Notes — Underlying Assets Synthetic 
Securities* herein. 
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Offsetting Transactions On or after the Clo^ng Date, the issuer may enter into a series 

of credit defeult swaps (each an 'Offsetting Transaction') with 
one or more counterparties (each, an 'Offsetting Transaction 
Counterparty”) required in order to hedge aii or part its 
credit exposure (determined as s^ (Hit below) to obi^ors under 
Synthetic Securities, in the event tiiat any such Of^etting 
Transa^ion is entered into In respect of all or part of a 
Synthetic Security, such Synthetic Security (or part thereof) waH 
not be considered a Synthetic Security (the amount of such 
, Synthetic Security so offset, . the "Offset Transaction"). 
Offsetting Transa^ns must be entered into under one of the 
forms of confirmaOon attached as Schedule H . Schedule 1 . 
Schedule J or Schedule K hereto, each when so used for an 
Offsetting Transaction a 'Form Approved Short Synthetic 
Confirmation”. 

Each Offsetting Transaction will relate to a Reference 
Obligation v^ereby toe Issuer purchases credit protection from 
the related Offsetting Transaction Counterparty cm such 
Reference Obligatton. An Offsetting Transaction shall hedge ail 
or part of the issuer's credit exposure if. in the reasonable 
judgment of the Collateral Manager acting on behalf of the 
issuer, such Offeetting T ransaction hedges the Issuer's risk of 
loss (in whole or In part) with respect to the relevant Synthetic 
Security and the Offsetting Transaction relates to the same 
Reference Obltgation and provides for all obligations 
thereunder to have substantially the same characteristics as 
obligations specified in such Synthetic Security. 

[Each Offsetting Transaction and Offset Transaction will include 
cross-default provisions providing that. In the case of an 
Offsetting Transaction, following an event of default or 
termination event respect to an Offset Transaction, the 
related Offeetting Transaction will terminate and that, in the 
case of an Offset Transaction, foibwing an event of defeult or 
terminatton event with respect to an Offsetting Transaction, the 
related Offset Transaction will terminate.) 

The fixed amounts gamble with respect to an Offsetting 
Transactbn must be less than or equal to the fix^ amounts 
payable wito respect to the related Synthetic Security and in 
certain circumstances the issuer may be required to make an 
upfront payment to the O^etting Transactbn Counterparty. 

initial Investment >i^reement Amounts w deposit in tire Synthetic Security Collateral 

^xount may be invested in Eligible investtnents (as defined 
herein) and will initially be invested under an Investment 
agreement, dated as of the Closing Date (such agreement, the 
‘Initial Investment Agreement," and amounts so invested, the 

Investment"), among the Issuer, the Trustee and [ ). as 
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investment agreement provider (In such capacity, the "initial 
investment Agreement Provider"). On the Closing Date, 
funds in an amount of about $[ ] are expected to be invested 
as the Investment 

Pursuant to the initial Investment /^reement, the initial 
Investment ^reement Provider will be required to pay interest 
at a per annum floating rate equal to tiiree<month LIBOR minus 
0% on the amounts invested thereunder. Interest on the 
Investment will accrue until the date the InRiai investinent 
Agreement terminates or is terminated in accordance witii Its 
terms over each interest Period and will be payable on the 
Business Day immediately prior to the E^sti’ibution Dates. 

On any Business Day of each month, subject to applicable 
notice requirements specified in the Initial investment 
Agreement, the Trustee may make a withdrawal from the Initial 
Investment Agreement In order to make payments as described 
under Albcation Procedures. 

On or immediately prior to the Final Maturity Date, the Trustee 
(acting pursuant to the Indenture on behalf of the Issuer) will 
have tiie right to demand payment in full under the initial 
Investment Agreement (If it is then In effect). On the Final 
Maturity Date of the Notes, all net proceeds hrom such 
liquidation and all available cash will be distributed in 
accordance with tiie priority of distribution provisions described 
herein. The obligations of the Initial Investment Agreement 
Provider under the Initial Investment Agreement will be insured 
by a financial guarantee policy (the "Policy" and together with 
the Initial Investment Agreement, the "QC") to the extent 
specified therein. See "Security for the Notes— The Initial 
Investinent Agreemenr, “Security for the Notes — The Initial 
Investment Agreement— The Initial Investment Agreement 
Provider". 

interest Payments on the Notes The Class A-1 Notes vrill bear interest at a floating rate per 

annum equal to LIBOR plus [ )%. 

The Class A-2 Notes will bear interest at a floating rate per 
annum equal to LIBOR plus { ]%. 

The Class B Notes will bear interest at a floating rate per 
annum equal to LIBOR plus ( ]%. 

The Class C Notes w?l bear interest at a floating rate per 
a/inu/n equal to LIBOR p/us ( ]%. 

The Class D Notes will bear interest at a floating rate per 
annum equal to LIBOR plus [ ]%. 
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The Class E Notes wilt bear interest at a floating rate per 
annum equal to U60R plus f ]%. 

The Preference Shares wiil receive any Excess interest in 
atxordance with tite Priority of Payments. 

Interest on the Notes will be computed on the basis of a 360- 
day year and the actual number of days elapsed. 

interest on the Notes will accrue from 6ie Closing Date. 
Accrued and unpaid interest will be payable quarterly in arrears 
on each Distribution Date, If and to the extent tiiat hinds are 
available on such Distiibutbn Date in accordance with the 
Priority of Payments set forth herein; provided that Interest in 
respect of the First CKstribution Date will be paid on a period of 
Q days. See "Description of the Notes — interest." 

Any interest on the Class C Notes. Class D Notes or Class E 
Notes that is not paid when due by operation of the Priority of 
Payments v^il be deferred ("Deferred Interest", or as 
applicable, "Class C Deferred Interest", "Class D Deferred 
interest* or "Class E Deferred Interest”), interest will accrue 
on any deferred interest Failure to make payment in resped of 
interest on the Class C Notes. Class D Notes or Class E Notes 
on any Distribution Dale by reason of the Priority of Payments 
will not constitute an Event of Default under the Indenture as j 
long as a more Senior Class of Notes remains outstanding. 
Upon the payment of Class C Deferred Interest, Class D 
Deferred Interest or Class E Deferred Interest, the deferred 
Interest amount with respect to the Class C Notes. Class D 
Notes or the Class E Notes, as the case may be, wiil be 
reduced by the amount of such payment 

Additionally, as long as any Class of Notes Is outstanding if a 
Coverage Test applicable to such Class of Notes is not 
satisfied on any Determination Date relating to a Distribution 
Date, then Interest Proceeds that would otherwise be used to 
make payments In respect of interest on any Class of Notes 
Subordinate to sudi Class will be used instead to redeem, first, 
each Class (if any) of Notes Senior to such Class of Notes 
(sequentially in direct order of seniority) and, second, such 
Class of Notes, until each applicable Coverage Test is satisfied. 
See "Description of the Notes— Priority of Payments." 

Maturity; Average Life; Duration The stated nnaturity of the Notes is the Q Dlsbibution Date (wkh 

respect to each Class of Notes, the "Stated Maturity"). Each 
Class of Notes will mature at the applicabie Stated Maturity 
unless redeemed or repaid before the Stated Maturity. With 
respect to each Class of Notes, the earlier of the Stated 
Maturity and the Distribution Date on v^riiich the aggregate 
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principat amount of such Class of Notes is paid in including 
a Redemption Date or an Accelerated Maturity Date, is referred 
to herein as the Tina! Maturity Date*. The average iife 
eadi Class of Notes may be less than die number of years until 
its Stated Maturity. See “Maturity and Prepa^nent 
Considerations,* ‘Rfek Factors — Projections, Forecasts and 
Estimates* and “—Average Life of the Notes and Prepayment 
Considerations.* 

Principal Repayment of the 

Notes Principal Proceeds will be applied on each Distribution Date in 

accordance wtdi the Priority of Payments to pay principal of 
each Class of Notes and. to the extent that there are Excess 
Prindpai Proceeds, U> pay a^ dividend on the Preference 
Shares. In addition. 

(a) if a Coverage Test is not satisfied on a Determinabon 
Date, interest Proceeds will be applied on the 
immediately succeeding Distribution Date to pay 
principal of the Class A Notes, the Class B Notes, the 
Class C Notes, the Class D Notes and the Class E 
Notes, sequentially In order of seniority in sufficient 
amounts to satisfy each Coverage Test. 

(b) on any Distribution Date occurring on or before the last 
day of. the Prtority Distribution Period, Interest 
Proceeds wlli be applied, in an amount available for 
Such pu^rose, If any, ori the relevant Distribution Date, 
to pay principal of the Class 0 Notes in an amount up 
to the Class D Priority Redemption Amount for such 
Distribution Date as set forth in Schedule G to this 
Offering Circular until p% of the aggregate principal 
amount of the Class D Notes as of the Closing Date is 
redeemed; and on any Distribution Date occurring after 
0, 0% of tfie Interest Proceeds that would otherwise be 
paid to the Preference Share Paying Agent for 
distribution to the holders of the Preference Shares will 
be applied to pay principal of the Class 0 Notes until 
the Class D Notes are paid in ful, and 

(c) if no Ophcmai Redemptbn, Auction Call Redemption, 
Clean-Up Call Redemption or Tax Redemption has 
been successfolly completed before the Accelerated 
Amortiz^ion Date, on each Distribution Date ocairring 
on or after the Accelerated Amortization Date, Interest 
Proceeds that would otherwise be paid to the 
Preference Share Paying Agent for distribution to the 
holders of the Preference Shares wlli be applied to pay, 
first, the principal of the Class E Notes, second, the 
principal of the Class D Notes, third, the principal of the 
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Class C Notes, fourth, the principal of the Class B 
Notes, fifth, the principal of the Class A-2 Notes and 
s/xfh, the principal of the Class A-1 Notes, in each case 
untfl such Ctess has been paid in full, 

(d) if the Class E Diversion Test is not satisfied on a 
Determination Date, Interest Proceeds will be applied 
on the Immediately succeeding Distribution Date to pay 
principal of the Class E Notes in sufficient amounte to 
satisfy the Class E Diversion Test, 

In each case, to the e)dent of funds available for such purposes 
in accordance with ffie Priority of Payments. See "Description 
of the Notes — Priority of Payments," " — Principal," " — 
Mandatory Redemption" and '—The Coverage Tests." 

The Issuer may redeem the Notes, in v^ole but not in part, at 
me applicable Redemption Price therefor at Ihe times and 
under the circumstences described in "Description of the 
Notes— Auction Call Redemption." "—Optional Redemption". 

' — Clean-Up Call Redemption" and " — Tax Redemption." 

The Class A Notes, the Class B Notes, the Class C Notes, the 
Class 0 Notes and the Class E Notes will, on any Distribution 
Date, be subject to mandatory redemption from Interest 
Proceeds in the event that any Coverage Test is ncH satisfied I 
on that Determination Date, in addition, certain Principal 
Proceeds, to the extent available, will be applied on each 
Distribution Date (after payment of certain other amounts in 
accordance with the Priority of Payments) to repay the principal 
of each Class of Notes. Any such redemption from Interest 
Proceeds or Principal Proceeds will be applied to each 
outstanding Class of Notes sequentially in direct order of 
seniority and will otherwise be effected as described below 
under "Description of the Notes — Priority of Payments" and 
Mandatory Redemption." 

Subject to certain conditions described herein, on any 
Distribution Date on or after the Q Distribution Date, the Issuer 
may redeem the Notes (such redemption, an "Optional 
Redemption"), in whole but not in part, at the direction of the 
holders of at least sixty-six and two-thirds percent (66 2/3%) of 
the Preference Shares at the applicable Redemption Price 
therefor. Any such Optional Redemption may only be effected 
on a Distribution Date at the applicable Redemption Price and 
only from the Disposition Proceeds of all Collateral including 
Eligible Investinenb credited to the Accounte (other than that in 
[the Interest Rate Swap Counterparty Collateral Account and) 
the Synthetic Security Issuer Account) on such Distribution 
Date. No Optional Redemptton may be effected, however, 
unless (i) all such Disposition Proceeds are used, in whole or in 
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part, to make such an Opticmal Redemptbn and (ii) such 
Dispositton Proceeds are at feast equal to ttie Redemption 
Amount See "Description of die Notes — Of^na! 
Redemption". 

Auction Call Redemption of the 

Notes ; tf me Notes have not been redeemed In full on or prior to me 

DisWbudon Date occurring in 0 (the "Rrst Auction Call Date"), 
and the Preference Shareholders have not directed an Optional 
Redemption, then an auction of the Underlying Assets will be 
conducted by the Aucdon Agent on behalf of the Issuer and. 
provided that certain condttbns described herein are satisfied, 
the Underlying Assets wlH be sold and the Notes will be 
redeemable {an "Auction Call Redemption"), in whole but not 
in part and at the applicable Redemptbn Price, from the 
Disposition Proceeds of all Collateral including any Eligible 
Investments credited to the Accounts (other than that in the 
interest Rate Svrap Counterparty Collateral Acxx>unt and the] 
Synthetic Security Issuer Account); provided that funds under 
clauses (a) and (b) are suffident to pay in full (i) the 
Redemptbn Amount and (fl) the Minimum Preference Share 
Redemption MK>unt The "Minimum Preference Share 
Redemfrtlon Amount" equals (i) the aggregate liquidation 
preference of the Preference Shares minus (il) the aggregate 
amount of ad cash dlstributbns on the Preference Shares 
(whether in respect of dividends or redemptbn payments) 
made to the Preference Share Paying Agent for distribution to 
the Preference Shareholders prbr to the relevant Auctbn Date. 
If such conditions are not satisfied and the Underlying Assets 
are not Disposed of prior to such Oislributbn Date, the Auction 
Agent will conduct an aucUon on a semi-annual basis prbr to 
each subsequent Distribution Date (each, a "Subsequent 
Auction Call Date," and, together vs^th the First Auction Call 
Date, each, an "Auction Date") until the Notes are redeemed 
in fell. An auction conducted In connecticm ^^^th an Auction Call 
Redemptbn (an "Auction") shall be carried out in accordance 
vwth the auction procedures set forth In Schedule B attached 
hereto (the "Auction Procedures"). See "Oescriptbn of the 
Notes — Auctbn Call Redemption." 

Pursuant to the Management Agreement, the Issuer may 
designate the Collateral Manager as the Auctbn Agent (in such 
capacity, the "Auction Agent") In connection wim the sale of 
the Collateral In oonnectbn with any Auctbn Call Redemptbn; 
provided that If the Collateral Manager or any of ite At^liates is 
a bidder on the Collateral, the Collateral Manager shall resign 
as Auction Agent and the Aucticm Agent for that Auctbn shall 
be the Initial Purchaser, an Affiliate of the Initial Purchaser or 
another unafflilated third party as successor Auction Agent. In 
no event, however, will the Initial Purchaser have any obligation 
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to act as Auction Agent with respect to Sie Collateral, if an 
Auction Call Redemption is not successtiiily completed on any 
Auction Date, the Auction Agent shall conduct an Auctbn on 
each Subsequent Auction Cali Date in accordance with the 
Auctton Procedures on each subsequent Aut^n Date until an 
Auction Call Redemption is completed successfully. - See 
"Schedule &— Auctkxi Call Redemption — ^Audion Procedures." 

Ciean«Up Call Redemption At the direction of the Collateral Manager, the Notes will be 

subjer^ to redemption by the Issuer, in whole but not in part (a 
"Clean-Up Call Redwnptlon"), at the applicable Redemption 
Price, on any Dtetrlbution Date selected by the Collateral 
Manager which occurs on or after the Distribution Date on 
which tile aggregate outstanding principal amount of the N<ries 
is less than or equal to Q% of the originai aggregate 
outstanding principal amount of the Notes as of the Closing 
Date. Any such redemption may only be effected on a 
Distribution Dale and only from the Disposition Proceeds of all 
Collateral including Eligible Investments credited to the 
Accounts (ottier than that in the Synthetic Security Issuer 
Account). See "Description of the Notes— <^lean~Up Call 
Redemption." 

Tax Redemption of the Notes The Issuer may redeem the Notes (such redemption, a Tax 

Redemption"). In whole but not In part, at the diredlon of the 
Majorlty-in-lnterest of Preference Shareholders, Any such 
redemption may only be effected on a Distribution Date at the 
applicable Redemption Price and only from the Disposition 
Proceeds of all Collateral including the Eilgibie Investment 
credited to the Accounts (other than that in the [Interest Rate 
Swap Counterparty Coliatera! Account and the] Synthetic 
Security Issuer Account) on such Distribution Date. No Tax 
Redemption may be effected, however, unless (i) all such 
Disposition Proceeds are used, in whole or in part, to make 
such a Tax Redemption, (H) such Disposition Proceeds are at 
least equal to the Redemption Amount, (ii}) a Tax Event shall 
have occurred and (tv) the Tax Materiality Conditio is satisfied. 
See "Description of the Notes — Tax Redemption." 

Manner of Distribution The Initial Purchaser is offering the Notes fc»' sale to investors 

("Original Purchasers"), subject to prior sale when, as and if 
issued, the approval of certain legal matters by counsel and the 
satisfection of certain other conditions: (a) in the United States 
who are (I) Institutionai Accredited Investors in reliance u^n an 
exemption from registration provided by Secticm 4(2) of the 
Securities Act, or (It) Qualified Institutional Buyers In reliance on 
the exemption from registration provided by Rule 144A and (b) 
outside the United States to persons that are not U.S. Persons 
in offshore transactions in reliance on Regulation S and in 
accordance with any appiicabie securities layers of any state of 


20 


PSI-M&T^Bank-02-0041 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 


PO 00000 Frm 00990 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




987 


Footnote Exhibits - Page 1739 


the United States and any other rele>mnt Jurisdiction. Notes 
ofered feu* sate to a U.S. resident (within the meaning of Ihe 
Investment Company Act) will be offered oniy to Qualified 
Purs^asers. See "Plan of Distfibudon* and Transfer 
Restrictions." 

Ratings it is a condition to the Issuance of the Notes that Moody's and 

Standard & Poor’s assign the following ratings to the Notes: 


Class 

Moodv's 

S&P 

Class A'1 Notes 

Aaa 

AAA 

Class A-2 Notes 

Aaa 

AAA 

Class B Notes 

at least Aa2 

at least AA 

Class C Notes 

at least A2 

at least A 

Class D Notes 

at least Baa2 

at least BBB 

Class E Notes 

at least Bal 

at least BB+ 


The ratings assigned to the Class A Notes and the Class B i 
Notes by Standard & Poor's address the timely payment of { 
interest on, and the ultimate payment of the principal of toe I 
Class A Notes and the Class B Notes. The ratings assigned to | 
the Class C Notes, Class O Notes and Class E Notes by 
Standard & Poor's address the ultimate payment of phncipal of, 
and the ultimate payment of interest on, the Class C Notes. 
Class 0 Notes and Class E Notes. The ratings assigned to the 
Notes by Moody's address the ultimate cash receipt of all 
required payments as provided by the governing documents, 
and are based on the expected loss to the hfoteholders of each 
Class relative to the promise of receiving the present value of 
such payments. A security rating is not a recommendation to 
buy, sell or hcHd securities and may be subject to revision at 
any time. 

Minimum Denominations 7>ie Notes (or interests therein) will be issuable in minimum 

denominations of U.S.$500,000, and in integral muitipies of 
U.S. $1,000 in excess thereof. 

Form, Registration and Transfer of 

the Notes The Notes offered in reliance upon Regulation S ("Regulation 

S Notes') initiany will be represented by one or more 
Temporary Regulation S C^c^i Notes in folly registered form 
without Interest coupons attached, deposited with, and 
registered in the name of, DTC (or ite nominee) initially for the 
accounts of Euroclear, and/or Clearstream. 

On the ^Oth day after which ail of the Notes of any Class have 


21 


PSI-M&T Bank-02-0042 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 


Frm 00991 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




988 


Footnote Exhibits - Page 1740 


been sold to investors other than ttie initial Purchaser or its 
Affiliates, and subject to the receipt by the Trustee of a 
certificate In the form provided by the indenture from the person 
holding such interest, a benefidai interest in a Class of 
Temporary Regulation S Global Notes may be exchanged tor 
an interest in a Permanent Regulation S Gtobal Note of sudi 
Class in fully registered torni without coupons, in an amount 
equal to the aggregate principal arr^iunt of such interest in the 
Temporary Regulation S Global Note. 

Interests in the Regulation S Gi^at Notes will be shown on, 
and transfers thereof wilt be effected only through, records 
maintained by DTC and its direct and indirect partidpante 
(including Eurodear and Ctearstream). Until and induding the 
40th day after tiie later of the commencement of the offering 
and the closing of toe offering of the Notes (the 'Distribution 
Compliance Period'), interests in a Regulation S Gtdjal Note : 
may be held only through Eurodear or Ciearstream, ' 

The Notes offered In the United States ('Restricted Notes') 
will be represented by one or more Restricted Gtobal Notes in 
tolly registered torm without interest coupons attached, 
deposited with, and registered in the name, of, DTC (or its 
nominee). Interests in Restricted Globa! Notes will be shown 
on, and transfers thereof will be effected only through, records 
maintained by DTC and its direct and indirect partidpants. 

The Reguialion 3 Global Notes and the Restricted Global 
Notes are oc^lectively referred to herein as 'Olobai Notes.” 
Under certain limited circumstances described herein, definitive 
registered Notes may be issued in exchange for Global Notes. 

No Note (or any interest therein) may be' transferred to a 
transferee acquiring such Note in the fonn of an interest in a 
Global Note except (a) to a transferee whom the seller 
reasonably befteves is (i) a Qualified Instituttonai Buyer that is a 
Qualified Purchaser or (li) a non-U.S. Person in an offshore 
transaction In accordance with Regulatton S, (b) In compliance 
with the certificatton (if any) and other requirements set forth in 
toe Indenture, and (c) In acconjance with any applicabte 
securities laws of any state of the United States and any other 
relevant jurisdiction. See 'Description of the Notes — Form, 
Denomination, Registration and Transfer' and Transfer 
Restrictions.' 

Listing Application wiH be made to the Irish Financial Services 

Regulatory Authority as competent authority under Directive 
2003/71/EC, for toe prospectus to be approv^. Application will 
be made to the Irish Stock Exchange to admit toe Notes to the 
Official List and trading on its regulated mariret. Such approval 

will relate only to Notes which are to be admitted to trading on 
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the regulated market of the Irish Stock Exdiange or ottter 
regulated markets for the purposes of Directive 93/22/EEC or 
which are to be offered to the pubfic in any Member State of ^e 
Eunopean Economic Area. See 'Listing and General 
information.* No application will be made to list the Notes on 
any other exchange. 

Listing Agent and Irish Paying 


Agent RSM Robson Rhodes LLP. 

Gowrning Law The Notes, die Indenture, the Subscription Agreemenfe, the 


Collateral Administration Agreement, the Management 
Agreement, any interest Rate Swap Agreement, each Synthetic 
Security, the Initial Investment Agreement, die Preference 
Share Paying Agency Agreement and the Note Purchase 
Agreement will be governed by the law of the State of New 
York. The issuer Charter, the Preference Shares and the 
Administration Agreement will be governed by the law of the 
Cayman Islands. 

Tax Matters See "Tax Considerahons.* 

Benefit Plan Investors See "ERISA Considerations." 


23 


PSI-M&T_Bank-02-0044 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 00993 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 




990 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1742 


RISK FACTORS 

An investment in the Notes or Preference Shares involves certain risks. Prospective investors should 
carefully (X)nsider the foltowing factois. in addition to the matters set forth eisevriiere in this Offering 
Circular, prior to investing in the Notes or Preference Shares. 

Risks Relating to the Notes 

Investor Suitability . ^ investment in the Notes or Preference Shares will not be appropriate for 
all investors. Stroctuied investinent products, like the Notes and Preference Shares, are complex 
Instruments, and may involve a high degree of risk and are intended for sale only to sophisticated 
investors who are capable of understanding and assuming the risks involved. Any investor interested In 
purchasing Nc^es or Preference Shares should conduct Its own Investigation and analysis of the product 
and consult its own professkmal advisers as to the risks involved In making such a purchase. 

Limited Uauiditv . There Is cuirenOy no market for the Notes or Preference Shares. The Initial 
Purchaser currentiy does not Intend to make a market in Notes or Preference Shares, and the Initial 
Purchaser is under no obligation to do so. In the event titat the Initial Purchaser commences any market- 
maidng, it may discontinue market-making at any time. There can be no assurance that a secondary 
market for any of the Notes or Preference Shares will develop, or, if a secondary market does develop, 
that it will provide the holders of such Notes or Preference Shares with liquidity of investment or that it will 
continue for die life of the Notes or Preference Shares. In addition, the Notes and Preference Shares are 
subject to transfer restrictions and can only be transferred to certain transferees as described under 
"Transfer ResWctions." Consequentiy, an investor In the Notes or Preference Shares must be prepared 
to hold its Notes or Preference Shares for an Indefinite period of time or until their Stated Maturity. 

Umited-RecoursB Obligations . The Notes and Preference Shares are limited-recourse 
obligations of the Issuer and the Co-Issuer. The Notes and Preference Shares are payable solely from 
the Underlying Assets and other Collateral pledged by the issuer to secure the Notes. None of the 
security Iwlders, members, officers, directors, managers or incorporators of the issuer, the Co-Issuer, the 
Trustee, the Administrator, the Rating Agencies, the Synthetic Security Counterparty, the Offsetting 
Transaction Counterparty, the Share Trustee, the Collateral Manager, the Initial Purchaser, its Affiliates or 
any other person or entity v^li be obligated to make payments on the Notes or Preference Shares. 
Consequently, the holders of the Notes (the "Noteholders") must rely solely on amounts received in 
respect of the Underi^g Assets and other Collateral pledged to secure the Notes for the payment of 
principal ti^ereof and interest thereon.' There can be no assurance. that the distributions on the Underlying 
Assets and other Cdiateral pledged by the Issuer to secure ti)e Notes will be sufficient to make payments 
on any Class of Notes, in particular after making payments on more Senior Classes of Notes and certain 
other required amounts ranking Senior to such Class. The ability of the Issuers to make payments in 
respect of any Class of Notes or the Preference Shares will be constrained by the terms of the Nc^es of 
Classes more Senior to such Notes or Preference Shares and the Indenture. If distributbns on the 
Collateral are insufficient to make payments on the Notes, no other assets will be available tor parent of 
the deficiency and, foliowng liquidation of all the Collateral, the obligations of the Issuers to pay such 
deficiencies will be extinguished. 

Umited Sot/roe of Funds to pay Expenses of the Issuer . The funds available to the Issuer to pay 
Its expenses on any Distribution Date are limited to the Fee Cap Amount plus an amount up to U.S.$ { j 
per annum plus any Interest Proceeds remaining after the payments described in dauses (1) through 
{(18]) under "Description of the Notes — Priority of Payments — Interest Proceeds" and. In some cases, a 
portion of toe Principal Protreeds remaining after toe payments described In clauses (1) through ((12)) 
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under "Descripfion of the Notes—Prtority of Payments — Prindpal Proceeds* In the went that such funds 
are not sufficient to pay the expenses incurred by the Issuer, the ability of the issuer to operate effectively 
may be impaired, and it may not be able to defend or prosecute legal proceedings brought against it or 
which it might ottierwise bring to pioted the interests of the Issuer or pay the expenses of legal 
proceedings against persons whidt the issuer has indemnified. 

SubordInaOon of each Class of Subordinate Notes . No payment of Interest on any Class of Notes 
wiil be made until ail accrued interest due and payable on hre Notes of each Class that Is Senbr to such 
Class has been paid in full. No payment of phncipat of any Class of Notes v^ll be made until all principal 
of, and ail accrued Interest due and payable cm, the Notes of each Class that is Senior to such Class 
have been paid in full, except: 

(a) on any Disbibutton Date occurring on or before the last day of the Priority Distribution 
F^iiod, interest Proceeds will be applied, In an amount available for such purpose, if any, 
on the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to 
the Class 0 Priority Redemption Amount for such Distribution Date as set forth in 
Schedule G to this Offering Circular until Q% of the aggregate principal amount of the 
Class 0 Notes as of the Closing Date is redeemed; and on any Distribution Date 
oc^rrlng after Q, 0% of the interest Proceeds that would otherwise be paid to the 
Preference Share Paying Agent for distribution to the holders of the Preference Shares 
wiil be applied to pay principal of toe Class D Notes until the Class 0 Notes are paid in 
foil; 

(b) on any Distribution Date occurring on or after the Accelerated Amortization Date and if 
any Class of Notes is outstanding, Interest Proceeds that would otherwise be paid to the 
Preference Share Paying Agent for distributicm to toe Preference Shareholders will be 
applied to pay, first, the principal of toe Class E Notes, second, the principal of the Class 
D Notes, Uilrd, the principal of the Class C Notes, fourth, toe principal of the Class B 
Notes, fifth, the principal of the Class A-2 Notes and sixth, the principal of the Class A-1 
Notes. In each case until such Class has been paid in foil; and 

(c) If toe Class E Diversion Test is nc^ satisfied on a Determination Date, Interest Proceeds 
will be applied on the Immediately succeeding Distribution Date to pay principal of the 
Class E Notes in sufficient amounts to satisfy the Class E Diversion Test. See 
"Description of the Notes — Priority of Payments," 

Payments in respect of the Preference Shares are Subordinated to payments In respe^ of toe 
Notes. Paymenis ort the Preference Shares wifi be made only If either Excess interest or Excess 
Principal Proceeds remain after making payments on the Notes in accordance with the Priority of 
Payments. 

if an Event of Default occurs, so long as any Notes are outstanding, the holders of the most 
Senior Class of Notes then outstanding will be entitled to determine the remedies to be exerdsed under 
the indenture. So long as a more Senior Class of Notes remains outetanding, failure to make payments 
in respect of interest on toe Class C Notes, the Class D Notes or the Class E Notes, as the case may be, 
on any Distribution Date by reason of the Priority of Payments will not constitute an Event of Defeult 
under the indenture. Any such unpaid interest will instead become Deferred Interest. In the event of any 
realization on the Collateral; proceeds will be allocated to the Notes and payment of otoer amounts in 
accordance with the Priority of Payments prior to any distribution to the Preference Shareholdere. See 
'Description of toe Notes— The Indenture" and "—Priority of Payments." Remedies pursued by the 
holders of toe Class or Classes of Notes entitled to determine the exercise of such remedies could be 
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adverse to the Interest of the holders of the c^her Classes of Notes. To ^e extent that any k>sses are 
suffered by any of the holders of any Notes or Preference Shares, such fosses v^ti be borne, /fnst, by the 
hcrfdere of the Pref^ence Shares (ttie IPreference Sharehoiders'), second, by the holders of the Class. 
E Notes, third, by the holders of bie Class D Notes, fyurth, by the holders of the Class C Hotes. Ufth, by 
the holders of the Class B Notes, sixffi, by the headers of the Class A-2 Notes and seventh, by the holders 
of the Class A-l Notes. 

Volatilitv of the Class D and Class E Notes . The Class D and Class E Notes represent leveraged 
investments In the underlying Collateral. Therefore, It Is expected that changes in the value of ttie Class D 
and Class E Notes will be greater than the ^ange In die value of the Underlying Assets, which 
themselves are subject to credit, liquidity, Interest rate and other risks. Utilization of leverage Is a 
speculative investment technique and Involves certain risks to Investors. The indebtedness of the issuer 
under the Notes will result in Interest expense and other costs incurred in connection such 
Indebtedness that may not be covered by proceeds received from the Collateral. The use of leverage 
generally magnifies the issuer's opportunities for gain and risk of loss. 

Prhritv Distribution Period: Accelerated Amortization . On any Distribution Date occurring {a)(i) on 
or befexe the last day of tiie Priority Distribution Period. Interest Proceeds will be applied. In an amount 
available for sudi purpose, If any, on the relevant Distribution Date, to pay principal of the Class D Notes 
in an amount up to the Class D Priority Redemption Amount for such Distribution Date as set forth in 
Schedule G to tills Offering Circular until 0% of the aggregate principal amount of the Class D Notes as 
of the Closing Date Is redeemed; and (il) on any Distribution Date occurring after fl, 0% of the interest 
Proceeds that W3uld otherwise be paid to the Preference Share Paying Agent for distribution to the 
holders of the Preference Shares will be applied to pay principal of the Class D Notes until the Class D 
Note« are paid in full, or 

(b) on or after the Accelerated Amortization Date, Interest Proceeds that would otherwise be paid 
to the Preferencse Share Paying Agent for distribution to the holders of the Preference Shares will be 
applied to pay, first, the principal of the Class E Notes, second, the principal of the Class 0 Notes, third, 
the principal of the Class C Notes, fourth, the principal of the Class B Notes, fifth, the principal of the 
Class A-2 Notes and sixth, the principal of the Class A-1 Notes, in each case until such Class has been 
paid In full. By reason of such application of Interest Proceeds, the Class £ Notes may be repaid In full 
prior to the full repay^nent of the Class A Notes, the Class B Notes, the Class C Notes and the Class D 
Notes. See "Description of the Notes— Priority of Payments — Interest Proceeds." 

InvBstnent Company Act . The Issuers have not registered with the United States Securtttes and 
Exchange Commission (the "SEC") as an investment company pursuant to the Investment Company Act 
The Issuer has not so registered In reliance on an exception for investment companies organized under 
the laws of a jurisdiction other than the United States or any state thereof (a) whose Investws resident in 
the United States are sotely "qualified purchasers" or "krwwledgeable employees’ (within the meaning 
given to such terms in the investment Company Act and the regulations of the SEC thereunder) with 
respect to the Issuer or certain transferees there^ Identified In Rule 3c-6 under the Investment Company 
Act and (b) which do not make a public offering of their securities in the United States. U.S. counsel for 
the Issuere will opine, in connection with the sale of the Class A Notes, the Class B Notes, the Class C 
Notes, the Class D Notes and the Class E Notes by the Initlai Purchaser and the Preference Shares by 
the Issuer that neither the Issuer nor the Co-Issuer is on the Closing Date an Investment company 
required to be registered under the Investment Company Act (assuming, for tiie purposes of such 
opinion, that the Notes or Preference Shares are sold by the Initial Purchaser or the Issuer, as the case 
may be. In accordance with the terms of the Note Purchase Agreement or, in the case of the Preference 
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Shares and the Class E Notes, the SubscrIpHon Agreements). No opinion or no-action position has been 
requested of the SEC. 

to rely on Sectton 3(c)(7) of die Investment Company Act, the Issuers must have a 'reasonable 
belief that all purchasers of the Notes and the Preference Shares (including the Initial Purchaser and 
subsequent transferees) are Qualified Pur^tasers. Gi^n feat transfers of beneficial interests in the 
Notes will generally be effected only through DTC and its participants and Indirect participants without 
delivery of wItten transferee certifications to fee Issuers, fee Issuers will establish the existence of such a 
reasonable belief by means of the deemed representations, warranties and agreements described under 
Transfer Restrictions,' the agreements of fee Initial Purchaser referred to under 'Plan of Distrlbutlcm* and 
the procedures described below. Although fee SEC has stated that It is possible for an issuer of 
securities to satisfy fee reasonable belief standard referred to above by establishing procedures to 
provide a means by which such Issuer can make a reasonable determlnatbn as to status of ito 
securityholders as Qualified FHjrchasers, the SEC has not approved, and has stated that It wll not 
approve, any particular set of procedures including the procedures described herein. Accordingly, there 
can be no assurance that fee Issuers will have satisfied the reasonable belief standard referred to above. 

If the SEC or a court of competent jurisdiction were to find that the Issuer or the Co-Issuer is 
required, but in wlation of the Investment Company Act had felled, to register as an Investment 
company, possible consequences include, but are not limited to, fee feliowing: (a) the SEC could apply to 
a district court to enjoin the violation; (b) Investors in the Issuer or fee Co-Issuer could sue the Issuer or 
the Co-Issuer, as the case may be, and recover any damages caused by fee violation; and (c) any 
contract to which fee Issuer or fee Co-Issuer, as fee case may be, is a party that is made in, or whose 
performance Involves a, violation of the Investment Company Act would be unenforceable by any party to 
the contact unless a court were to find that under fee circumstances enforcement would produce a more 
equitable result than nonenforcement and would not be Inconsistent with the purposes of the investment 
Company Act. Should the Issuer or the Co-Issuer be subjected to any or all of the foregoing, the Issuer 
or the Co-issuer, as fee case may be, would be materially and adversely affected. 

Each purchaser of a Restricted Note or an interest therein will be deemed to represent and agree 
at the time of purchase feat fee purchaser (a) Is a Qualified Institutional Buyer (or. in respect of certain 
Original Purchasers, an Instltuttonai Accredited Investw), (b) is a Qualified Purchaser, (c) (I) is not a 
dealer described In paragraph (a)(1}(ii) of Rule 144A unless such purchaser owns and invests on a 
discretionary basis at least U.S.$25,000,000 in securities of issuers feat are not affiliated persons of the 
dealer and (ii) Is not a plan referred to In paragraph (a)(1)(l)(0)or(a)l1)(l)(E) of Rule 144A. or a trust fund 
referred to In paragraph (a)(1)(l)(F) of Rule 144A that holds the assets of such a plan, unless Investment 
decisions with respect to the plan are made solely by the fiduciary, trustee or sponsor of such plan, and 
(d) will provide written notice of fee foregoing, and of any applicable restrictions on transfer, to any 
transferee. 

The Indenture provides that If, notwithstanding fee restrictions on transfer contained therein, 
either of the Issuers determines that any beneficial owner of a Restricted Note (or any interest therein) (a) 
is a U.S. Person and (b) is not both a Qualified Institutional Buyer (or, In respect of certain Original 
Purchasers, an Institutional Accredited Investor) and a Qualified Purchaser, then either of fee issuers 
may require, by notice to such beneficial owner, feat such beneficial owner sell all of ite right, title and 
Interest to such Restricted Note (or Interest therein) to a person that is (m) a non-U.S. Pereon in a transfer 
for an interest in a Regulation S Note, or (n) both a Qualified Institutional Buyer and a Qualified 
Purchaser, with such sale to be effected within 30 days after mHIce of such sale requirement is given, if 
such beneficial owner falls to effect the transfer required within such 30-day period, (x) upon direction 
from the Collateral Manager or the issuer, the Trustee, on behalf of and at the expense of the Issuer, 
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shaii cause such beneficial owner's interest In such Res&icted Note to be transferred In a commerciaity 
reasonable sale (conducted by an investment bank selected by die Trustee v^th the consent of the 
Collate! Manager in accordance with Section 9-610(b) of the Uniform Commercial Code as In effect in 
the State of New York as applied to secuilUes that are sold on a recognized market or that may dedine 
speedily in value) to a per^n to whom such Restricted Note (or interest therein) may be transferred in 
acco^nce with the transfer restricttons set forth in the tndenUire and (y) pending such Uansfer, no 
further parents will be made in resped of such Note held by such beneficial owner. 

Mandatory Radomotfon . If a Coverage Test Is not satisfied on a Detenninatlon Date, interest 
Proceeds, to the extent funds are available in accordance with ttie Priority of Payments and to the extent 
necessary to restore the Coverage Test to certain minimum required levels, will be used to repay prfndpai 
of the Class A Notes, the Class B Notes, the Class C Notes, die Class D Notes and the Class E Notes, 
sequentially in order of seniority on die immediately succeeding Dlstrlbutton Date. In addition, certain 
Prindpal Proceeds, to the extent available, virill be applied on each Dtstribution Date (after payment of 
certain other amounts) to repay the principal of each Class of Notes sequentially in direct order of 
sentarity. Any of these events could result in an elimination, deferral or reduction in the interest payments 
or principal repayments made to the Noteholders or Preference Shareholders, which could adversely 
Impact the returns of the holders of the Notes or Preference Shares. See “Description of the Notes— 
Principal,"— Mandatory Redemption" and "—Priority of Payments." 

Optional Redemption . The Notes may be redeemed. In whole and not In part, pursuant to an 
Optional Redemptton on any Distribution Date on or after the fl Distribution Date at the direction of the 
holdere of at least sbcty-six and two-thirds percent (66 2/3%) the Preference Shares, provided that no 
such Optional Redemption may be effected unless the Redemption Amount is paid in full on the date rrf 
such redemption in accordance v^th the Priority of Payments. See "Description of the Notes — Optional 
Redemption". 

Interests of the holder of the Preference Shares In determining whether to elect to require an 
Optional Redemption of the Notes may be different from the Interests of the holders of the Notes In such 
resped. The holders of the Notes may not be able to Invest the proceeds of the redemption of their Notes 
in one or more comparable investments providing a return equal to or greater than the return such 
holders of the Notes expected to obtain from their Investment In the Notes. 

■ Auction Call Redemption . On the First Auction Call Date and on each subsequent Auctton Date 
(unless previously redeemed or the holders of at least slxty-sIx and two-thirds percent (66 2/3%) of the 
Pi^ferenr^ Shares have directed an Optional Redemption). Rie Notes shall be redeemable, In whole but 
not in part, pursuant to an Auction Call Redemption effected from (a) the Disposition Proceeds of all 
Collateral Including Eligible Invesfrnents credited to the Accounts (other than that in the [interest Rate 
Swap Counterparty Collateral Account and the} Synthetic Security Issuer Account), at the applicable 
Redemption Price; provided that no Auction Cal! Redemptton shall be completed except In accordance 
with the Auction Procedures and unless funds under clauses (a) and (b) are sufficient to pay In full (i) the 
Redemption Amount and (il) the Minimum Preference Share Redemption Amount. See "Description of 
the Notes — Auction Call Redemption* and “Schedule 8 — Auctton Call Redemptton — Auction Procedures.* 

Ciaan-Uo Call Redemption . At tile direction of the Collateral Manager, the Notes will be subject 
to redemption in whole but not In part, at their Redemption Price on or after the Distribution Date on which 
the aggregate (XJtstanding principal amount of the Notes Is less than or equal to Q% erf tiie ex’iglnal 
aggregate outstanding principal amount of tire Notes as of the Closing Date; provided teat any such 
redemption is subject to certain conditions described below under “Description of the Notes — Clean-Up 
Call Redemption.' 
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Tax Redemption . The Issuer may redeem the Notes, in whole but not In part, at the direction of 
the R/lajofity-in-Interest of Preference Shareholders. Any such redempdon may only be effected on a 
Distribution Date and only the Disposition Proceeds of all Collateral Including the Eligible 
Investments credited to ffie Accounts (other than that m the (Interest Rate Swap Counterparty Cdiateral 
Accxiunt and the] Synthetic Security Issuer Account) on such Distributbn Date, at the applicable 
Redemption Price. No Tax Redemption may be effected, however, unl^s (I) ail such Dtepositton 
Proceeds are used, In whole or In part, to make such a Tax Redemption, (li) such Disposition Proceeds 
are sufficient to pay in full the Redemption Amount. (Hi) a Tax Event shall have occurred and (hr) the Tax 
Materiality Condition is satisfied. See •Description of the Notes — Tax Redemption.* A Tax Redemption, if 
effected, may reduce amounts that would othervrise be paid to the Preference Share Paying Agent for 
■distribution to the holders of the Preference Shares and, under certain circumstances, the Noteholders, 
which could advereely Impact the returns of the Preference Shareholders and. under those 
circumstances, ffie Noteholders. 

Accelerated Maturity Date . If an Event of Default occurs and Is continuing and the conditions to 
.liquidating the Collateral set forffi herein are satisfied, the Trustee will use commerdally reasonable 
efforts to liquidate the Collateral, Including the termination w novation of the Synthetic Securities, and 
terminate any Interest Rate Swap Agreement and any Investment Agreement as per the terms thereof 
and, on the second Business Day (the "Accelerated Maturity Date") following the Business Day on 
which the Trustee determines, or the Issuer (or the Collateral Manager on its behalf) notifies the Trustee, 
that such liquidation and such termination is completed, apply the proceeds thereof in accordance with 
the Priority of Payments described under "Description of toe Notes — Priority of Payments— Interest 
Proceeds" and ’—Principal Proceeds." See 'Description of toe Notes — The Indenture." 

Accelerated Maturity C^te may occur even If there are insufficient proceeds to make any 
distribution on the Preference Shares or, if toe holders of at least 66 2/3% in aggregate outstanding 
principal amount of each Class of Notes voting as a separate Class so direct, even If there are insufficient 
funds to pay toe Redemption Price of each Class of Notes in full, provided that, so tong as one or more 
Affiliates of the Coilaterat Manager is the holder of at least 66 2/3% In aggregate outstanding principal 
amount of the Class E Notes, such an Accelerated Maturity Date will require, effectively, the consent of 
one or more Affiliates of the Collateral Manager. 

Termination of Interest Rate Swap Agreement and Liquidation of Collateral Upon Redemption . 
Any Interest Rate Swap Agreement will terminate upon a Clean Up Call Redemption, Optional 
Redemption, Tax Redemption or Auction Call Redemption and on the Accelerated Maturity Date, which 
may require toe Issuer to make a termination payment to any Int^st Rate Swap Counterparty. Any such 
termination payment v«>uld reduce toe proceeds available to be distributed on the Notes. Furthermore, if 
the Issuer enters into an Interest Rate Swap Agreement. In the event that on any date the Net 
Outstanding Underlying Asset Balance Is less than the Notional Amount of the interest Rate Swap 
Transaction, toe Notional Amount of the Interest Rate Swap Transaction will be reduced such that the 
Notional Amount is equal to the Net Outstanding Underlying Asset Balance. The Issuer may owe a 
termination payment to the Interest Rate Swap Counterparty in connection with any interest Rate Swap 
■ Termination. Any such payment would reduce the proceeds available to be distributed on the Notes. In 
addition, a Clean-Up Call Redemptton, an Optional Redemption, a Tax Redemption, an Auction Call 
Redemption or the occurrence of an Accelerated Maturity Date may require the Coilatera! Manager to 
liquidate positions more rapidly than would otherwise be desirable, which could adversely affect the 
realized value of the Underlying Assets sold. Moreover, the Collateral Manager may be required, in order 
to Dispose of all the Underlying Assets, to aggregate Underlying Assets in a block transaction, thereby 
possibly resulting in a lower realized value for the Underlying Assets sold. 
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Eatlv Termination of the Reinvestment Period . Although the Reinvestment Period Is eicpected to 
terminate on the day after the Payment Date occuning in Q, the Reinvestment Period may tenninate prior 
to suc^ date (i) If the Collateral Manager, acting on behalf of the Issuer, notifi^ the Tmstee and the ofter 
designated parties that, in T^ht of die comproildon of the Underlying Assets, general market conditions 
and other factors, die Coliatera! Manager fin the Collateral Manager's sole disaetbn), acdng on behalf of 
the Issuer has determined diat Investments In additional Assets within die fomseeable future would either 
be impractical or not beneficial or (il) upon an Event of Default; providad that If the Collateral Manager 
had previcHisly terminated the Reinvestment Period, the Collateral Manager may (in ite sole discretion) 
reinstate die Reinvestment Period If the notice of reinstatement is delivered prior to the Determination 
Date for the Distribution Date occurring in Q. 

If the Reinvestment Period terminates prior to the day after the Distribution Date occuning in Q, 
such early termination may affect the expected average lives of the Notes described under "Maturity, 
Prepayment and Yield Considerations^. 

- Disposition of Underlying Assets bv the Collaterai Manager Urtder Certain Circumstances . Under 
the Indenture, during certain periods, the Collateral Manager has the right, but not the obligation, to 
Dispose of Underling Assets that are Credit-Risk Assets, De^ulted Securities or Withholding Securities, 
subject to satisftictlon of the cwidittons described herein. In addition, during the Reinvestment Period and 
subject to the satisfaction of certain conditions, the Collateral Manager may Dispose of and acquire other 
Underlying Assets on a discretionary basis, Such Disposition of Underlying Assets may result in losses 
by the Issuer, which losses may result in the reduction or wtiidrasval of the rating of any or all of the 
Notes by any of the Rating Agencies. On the other hand, circumstances may exist under which It Is in Uie 
best interests of the issuer to Dispose of Underiying Assets, but the Collateral Manager does not, or Is not 
permitted to, exercise the right to purchase such assets. 

Interest Rate Risk . The Notes bear interest at a rate based on Oiree-month LIBOR as determined 
on the relevant LIBOR Determination Date. The Asset-Backed Securities will include obligations that 
bear interest at fixed rates or are subject to interest rate caps and the Synthetic Securities will pay fixed 
amounts. Accordingly, the Notes are subject to interest rate risk to the extent that there is an Interest rate 
mismatch between the floating rate at which interest accrues on such Notes and the fixed rale at which 
interest accrues on the fixed rate Underlying Assets and any limitation on floating rate created on Asset- 
Backed Securities by related interest rate caps. In addition, any payments of principal of or interest on 
the Underiying Assets received during a Due Period will be reinvested In Eligible Investments maturing 
not later than the next Distribution Date. There Is no requirement that Eligible Investments bear Interest 
at LIBOR, and the Interest rales available for Eligible Investinents are Inherently uncertain. As a result of 
these mismatches, an increase In three-month LIBOR could adversely impact the ability of the Issuer to 
make payments on the Notes. With a view to mitigating a portion of such interest rate mismatch, the 
Issuer may after the Closing Date and subject to satisfactirm of the Rating Condition, enter into an 
Interest Rate Swap Agreement. Any Interest Rate Swap Agreement will expire after the Q Distribution 
Date. However, tiiere can be no assurance that the Undeii^ng Assets and Eligible Investments, together 
with such transactions under any Interest Rate Swap Agreement, will in all clroimstances generate 
sufficient Interest Proceeds to make timely payments of Interest on the Notes. Moreover, the benefits of 
such transactions under an Interest Rate Swap Agreement may not be achieved In the event of ffie early 
termination of the Interest Rate Swap Agreement, Induding termination upon ttie feiiure of ffie Issuer or 
the related Interest Rate Swap Counterparty to perform Its obligations thereunder. See "Security for the 
Notes— The Interest Rate Svrap Agreement." 

Pursuant to the Indenture, the Issuer may (i) enter Into an Interest Rate Swap Agreement or (11) 
enter into an addlttonal Interest Rate Swap Agreement only wtth the consent of the Collateral Manager 
and (a) the satisfaction of the Rating Condition and (b) with respect to any additional Interest Rate Swap 


30 


PSI-M&T_Bank-02-0051 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 01000 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



997 


Footnote Exhibits - Page 1749 


Agreement, the Interest Rate Swap Counterparty consente to such addltonal Interest Rate Swap 
Agreement If an Interest Rate Swap Agieement terminates It may be difficult or Impossible for the Issuer 
to enter into a replacement Interest Rate Swap Agreement and sufficient interest Proceeds may not be 
available to pay interest when due on (^e or more Classes of Notes. If Interest is not paid on the most 
Senior Class of Notes then outstanding, an Event of Default under tee Indenture may occur. In limited 
circumstances specified in tee Interest Rate Swap Agreement, the Interest Rate Swap Counterparty may 
have tee unilateral right to reduce the n«^ional amount of such Interest Rate Swap Agreement, in which 
event the Issuer could be required to pay a termination payment to the Interest Rate Swap Counterparty. 

Average Ufa of the Notes and Prepayment Considerations . The average life of each Class of 
Notes is expected to be shorter than the number of years until tee Stated Maturity. See "Maturity and 
Prepayment Considerations." 

The average life of each Class of Notes will be affected by the financial condition of the obligors 
on or issuers of the Underlying Assets, tee characteristics of the Underlying Assets, including the 
existence and frequency of exercise of any prepayment, optional redemption or sinking fund features, the 
prevailing level interest rates, the redemption price, tee actual default rate and the actual level of 
recoveries on any Defauited Securities, the frequency of lender or exchange offers for the Underlying 
Assets and any dividends or other distributions received In respect of Equity Securities and tee 
occurrence of the Auctten Call Redemption. See "Maturity and Prepayment Considerations," "Security for 
the Notes" and "DesCTiption of the Notes— Auction Call Redemption." 

Withholding on the Notes: No GrossAJp . The issuer expects teat payments of principal and 
interest in respect, of the Notes by tee Issuer vinll ordtearily not be subject to any withholding tax In the 
Cayman islands or the United States. See "Tax Considerations." In the event that withholding or 
deduction of any taxes from payments of principal or Interest m respect of the Notes or any distribution in 
respect of the Preference Shares is required by law In any jurisdiction, neither of the issuers shall be 
under any obligation to make any additional payments to tee holders of any Notes or Preference Shares 
In respect of such withholding or deduction. 

As a condition to the payment of principal of and interest on any Notes without U.S. federal back* 
up withholding, the Issuers may require tee delivery of properly completed and signed applicable U.S. 
federal income tax certifications (generally, an Internal Revenue Service Form W'9 (or applicable 
successor form) in the case of a perscm that is a "United States person" within tee meaning of Section 
7701(a}(30} df the Code or the applicable Internal Revenue Service Form W-8 BEN (or applicable 
successor form) in tee case of a person that is not a "United States person" vrithin the meaning of Section 
7701 (a)(30) of the Code). 

Additional Taxes. The issuer expecte that payments received on the Underlying Assets, Eligible 
Investments and any interest Rate Swap Agreement generally will not be subject to wthhoiding or other 
taxes imposed by the United States. Payments on the Underlying Assete and Eligible Investments and 
under any Interest Rate Sv^p /^reemenl, however, might become subject to U.S. or other tax due to a 
change in law or other causes. Payments with respect to Equity Securities likely will be subject to 
witehotding taxes impeded by the United States or other countries from which such payments are 
sourced. The Impositbn of unanticipated witehofding taxes or tax on the issuer's net income could 
materially impair the Issuer's ability to pay principal of and interest on the Notes and dividends and return 
of capital in respect of the Prefet^nce Shares. Upon the occurrence, solely as a result of Cayman Islands 
iaw, of any such evente set forth in the preceding sentence, tee Issuer will use its best endeavors to 
procure (i) the substitution of a company incorporated in another jurisdiction in whicte tee relevant tax 
does not apply or (ii) the establishment of a branch office in another jurisdiction In which the relevant tax 
does not apply from which it will continue to carry oit Its func^ns under the Notes, subject in each case 
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to the prior receipt by the Issuer and the Trustee of written confirmation from each Rating Agency that the 
rating of the Notes will not be adversely affected by su^ substitution or change of jurisdictton. As soon 
as practicable after such investigation, the Issuer will send written notice to the Trustee as to whether 
either of suc^ actions will be taken by ttie Issuer. No assurance can be made that any such actions by 
the Issuer will eliminate any such viriftiholdlng taxes or tax on the Issuer's net Income. 

Risks Relating to the Collateral 

Nature of the- CoHateral . The Underlying Assets are subject to credit, llqufdity, interest rate, 
market operaOons, fraud, structural, legal and oteer risks. In addition, during the Reinvesbnent Period, a 
significant portton of the Underlying Assets may be amortized or Disposed of after the Closing Date and 
replared vrith new Underlying Assets and accordingly the financial performance of the Issuer may be 
affected by the price and avaliablltty of the Underlying Assets to be acquired. The amount and nature of 
the Collaterat securing the Notes have been established to withstand certain assumed deficiencies in 
payment occasioned by defeults, vwitedowns, principal shortfalls and interest shortfalls in respect of the 
Underlying Assets. See "Ratings of the Notes'. If any deficiencies arise, however, payment of the Notes 
and Preference Shares could be adversely affected. To the extent that a default occurs with respect to 
any Underlying Asset securing the Notes and the issuer (upon the advice of the Collateral Manager) 
Disposes of such Underlying Asset. It Is not likely that the proceeds of such Disposition will be equal to 
the amount of principal and Interest osving to the Issuer In respect of such Underlying Asset. To the 
extent that a credit event occurs with respect to any Reference Obligation underlying any Synthetic 
Security securing the Notes, the S^thetlc Security Counterparty will have an option to deliver to the 
Issuer suc^i Reference Obligation against the payment by the Issuer of the Physical Settlement Amount 
(as defined in the related Confirmation). If the Issuer subsequently Disposes of such Reference 
Obligation, it is not likely that the proceeds thereof will be equal to the amount of principal and interest 
owing to the Issuer in respect of such Reference Obligation. In addition, if the Issuer is obligated to make 
a Floating Payment under a Bathetic Security, such Floating Payment would result In a reduction of the 
Prindpal/Notionaj Balance of such Synthetic Security, andi therefore, reduce the amounts payable by the 
Synthetic Security Counterparty, and reduce the amount of Interest Proceeds available to pay the Notes 
and Preference Shares. Any Floating Payment would reduce the Collateral that Is available to pay the 
principal of the Notes and Preference Shares, and would expose the Issuer to reinvestment risk. 

The market value of the Underlying Assets generally will fluctuate with, among other things, the 
financial condition of the obligors on or issuers of the Underlying Assets or, with respect to Synthetic 
Securities, of frie obligors on or issuers of the Reference Obllgattons. general economic conditions, the 
condition of certain financial markets, political events, developments or trends In any particular Industry 
and changes In prevailing Interest rates. 

If an Underlying Asset becomes an Equity Security. Credit-Risk Asset, Defaulted Asset or 
Withholding Security, the Collateral Manager may or may not elect to Dispose of the affected asset 
There can be no assurance as to the timing of the Collateral Manager's purchase of the affected asset, or 
as to the rates of recovery on such affected asset The Inability to realize Immediate recoveries at the 
recovery levels assumed herein may result In lower cash flow and a lower yield to maturity of the Notes 
and Preference Shares. 

Although the Issuer is permitted to Invest in Asset-Backed Securities and Synthetic Securities, the 
Issuer may find that, as a practical matter, these investment opportunities are not available to It for a 
variety of reasons such as the limitations imposed by the Eligibility Criteria and the Collateral Quality 
Tests. At any time toere may be a limited unlveree of Investments that would satisfy the Eligibility Criteria 
and the Collateral Quality Tests given the other Investments In the Issuer's portfolio. As a result, the 
Issuer may at times find It difficult to acquire suitable investments. See "Security for the Notes". 
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The ability of the Issuer to Dispose of Underlying Assets prior to maturity is subject to (^rtain 
restricUons under die Indenture. Notwithstanding sut^ restrictions and satisfectlon of the conditions set 
hxth in die Indenhire, die acquisitfon and the Disposition of Underlying Assets could fesult in bsses to the 
Issuer, whidi losses could affect the Uming and amount of parents in respect of the Notes or 
Preference Shares or result in the reductton in or withdrawal of the rating on any or ali of the Notes by 
one or more of toe Rating Agencies. 

Asset-Backed Securities , The Underling Assets wifi consist of Asset-Backed Securities, which 
may include, without limitation, CMBS Securities, RMBS Securities. Automobile Securities. Small 
Business Loan Securities, Car Rental Fleet Securities, CDO Securities, Credit Card Securities, 
Equipment Lease Securities and Student Loan Securities, or Synthetic Securities with Reference 
Obligations as Asset-Backed Securities. 'Asset-Backed Securities' are securities that entitle the 
holders thereof to receive payments that depend primarily on toe cash flow from a specified pod of 
financial assets, either fixed or revolving, that by their terms convert into cash within a finite time period, 
together vwth rights or c^er assets designed to assure the servicing or timely distribution of proceeds to 
holders of the Asset-Backed Securities. See 'Security for the Notes—- Underlying Assets — Asset-Backed 
Securities'. 

Holders of Asset-Backed Securities bear various risks. Including Interest rate risks, market risks, 
credit risks, liquidity risks, operations risks, structural risks and legal risks. Credit risk is an Important 
issue In Asset-Backed Securities because of the significant aedit risks inherent in toe underlying 
collateral and because Issuers are primarily private entitles. The structure of an Asset-Backed Security 
and the terms of the investors' interest in the collateral can vary widely depending on the type of 
collatetal, toe desires of investors and the use of credit enhancements. Although the basic elements of 
all Asset-Backed Securities are similar, individual transactions can differ markedly In both structure and 
execution. Important determinants of the risk associated with issuing or holding the securities include the 
relative seniority or subordination of the class of Asset-Backed Security held by the investor, the process 
by which principal and interest payments are allocated to investors, how credit losses affect the Issuing 
vehicle and the return to investors, whether collateral represents a static or revolving pool of specific 
assets or accounts, whether the underlying collateral assets are revolving or closed-end, under what 
terms (Including maturity of the asset-backed Instrument) any remaining balance in the accounts may 
revert to the issuing company and the extent to which the company that is the actual source of the 
collateral assets Is obligated to provide support to the Issuing vehicle or to the investors. See 'Security 
for the Notes — Underlying Assets — Asset-Backed Securities' below. 

Liquidity risk can arise from an increase in perceived credit risk, as occurred in 1996 and 1997 
with the rise in reported delinquencies and losses on securitized pools of credit cards. Liquidity can also 
become a major concern for asset-backed commercial paper programs if concerns about credit quality, 
for example, lead investws to avoid the commercial paper Issued by the relevant special-purpose entity. 
For these cases, the securitization transaction may include a 'liquidity facility,' which requires the facility 
provider to advance fends to the relevant special-purpose entity should liquidity problems arise. To the 
extent that the bank originafing the loans is also the provider of toe liquidity facility, and that the bank is 
likely to experience similar market concerns If the loans It ordinates deteriorate, the uidmate practical 
value of the liquidity facility to the transaction may be questionabie. Operations risk arises through the 
potential for misrepresentation of the loan quality or terms by toe originating institution, misrepresentation 
of toe nature and current value of toe assets by the servicer and Inadequate controls over disbursements 
and recelpte by the servicer. 

If the servicer beojmes subject to finandal difficulty or otherwise ceases to be able to cany out its 
fundion, it may be difficult to find other acceptable substitute servicers and cash flow disruptions or 
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losses may occur. Structural and legal risks Indude the possibility that, In a bankruptcy or similar 
proceeding ini^ving the originates or the servicer (often the same entity or Afftliates), the assets of the 
Issuer could be treated as never having been truly sold by the oiginator to the Issuer and could be 
substantively consolidated wth those of toe originator, or toe transfer of such assets to the Issuer could 
be voided as a fraudulent transfer. Chaiienges based on such doctrines could result also in cash flow 
delays and reductions. Other similar risks relate to the degree to which cash flows on the assets of the 
Issuer may be commingled vrith those on toe originator’s otoer assets. 

ffesftfenffa/ ABS Securfths . Most of the Undert^ng Assets wlli consist of Residentlai ABS 
Secnirities. Residential ABS Securities represent interests In pods of residential mortgage loans secured 
by one> to four-^mily residential mortgage loans. Such loans may be prepaid at any time. See "Maturity. 
Prepayment and Yield Considerations*. Residential mortgage loans are obligations of the bonovrars 
thereunder only and are not typically insured or guaranteed by any other person or entity. The rate of 
detoulto, vwitedowns, prindpai shortfatte, interest shortfalls and losses on residential mortgage bans vsnl! 
be affected by a number of factors, induding general economic oondiUons and those In the area where 
the related mortgaged property is located (including local property values), the borrower's equity in toe 
mortgaged property and the finandal cirojmstances of the borrower, if a residential mortgage ban is in 
detoult, foreebsure of such residential mortgage ban may be a lengthy and difficult process, and may 
involve significant expenses. Furthermore, toe maricet tor defaulted residential mortgage loans or 
frxeciosed properties may be very limited. 

Residential mortgage bans may be subject to various Federal and state laws, public policies and 
prindples of equity that protect consumers, which among other things may regulate interest rates and 
other charges, require certain disdosures, require licensing of originators, prohibit discriminatory lending 
practices, regulate the use of consumer credit information and regulate debt coiiectbn practices. 
Vtolatbn of certain provisions of these laws, public policies and principles may limit the servicer’s ability to 
collect all or part of toe principal of or interest on a residential mortgage loan, entitle the borrower to a 
refund of amounts prevbusly paid by it, or subject the servicer to damages and sanctions. 

AX any one time, the porttolb of Residential Securities may be backed by residential 
mortgage loans with disproportionately large aggregate princ^al amounts secured by properties in only a 
few states or regions. As a result, the residential mortgage bans may be more susceptible to geographic 
risks relating to such areas, such as adverse economic conditbns, adverse events affecting industries 
located in such areas and natural hazards affecting such areas, than would be the case for a pool of 
mortgage bans ha^ng more diverse property locatbns. In additbn, the residential mortgage bans may 
Include so-called "Jumbo* mortgage loans, having original principal balances that are higher than is 
generally toe case for residential mortgage bans. As a result, the related mortgaged properties may 
have a more limited market than those securing average-sized residential mortgage loans. 

Each underling residential mortgage loan in an Issue of Residential ABS Securities may have a 
balloon payment due at its maturity date. Balloon residential mortgage loans involve a greater risk to a 
lender than self-amortizing bans because the ability of the borrovrer to pay such amount wilt normally 
depend on its ability to obtain refinancing of the related mortgage ban or sell the related mortgaged 
property at a price sufficient to pertnit the borrower to make toe balloon payment, which will depend on a 
number of toctors prevailing at the time such refinancing w sale is required, including, without limitation, 
the sffength of the residential real estate markets, tax laws, toe financial situation and operating history of 
the underlying property, inter^t rales, and general economic conditbns. if the borrower is unable to 
make such balloon parent, the related issue of Residential ABS Securities may experience losses. 

Commercial Mortaage-Backed SecuiitJes. Asset-Backed Securities include Commercial 
Moitgage^cked Securities. Commerciai Mortgage-Backed Securities are securities backed by 
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obligations (induding partidpation interests in obligations) that are principally secured by mortgages on 
real property or interosts therein having a multifamiiy or commercial use, such as regional mails, other 
retail space, office buildings, industrial or warehouse properties, hotels, apartinents, cooperatives, nursing 
homes and senior living centers. Commercial Mortgage*Backed Securities have been issued In public 
and private transactions by a variety of public and private issuers using a variety of structures, including 
senior and subordinated classes. Risks affecting real estate investments include generai economic 
<rondit!ons, the conditk»i of ftnanciai markets, political events, developments or trends in any particutar 
industry and changes in prevailing interest rates. The cycticality and leverage associated with real estate^ 
related Investments have histcHicaliy resulted in periods, induding significant periods, of adverse 
performance, induding performance that may be materially more adverse than the performance 
associated with other Investments. In addition, commerdai mortgage loans generally are non-recourse 
loans, lack standardized terms, tend to have shorter maturities tiian residential mortgage loans and may 
preside for tiie paynent of ail or substantially all of the prindpal only at maturity, in some cases, the 
properties securing commercial mortgage loans may be subjed to additional debt that may affoct the 
related borrower's ability to refinance the loan and/or result in reduced cash flow and deferred 
maintenance. Addltbnai risks may be presented by the type and use of a particular commerdai property. 
For instance, commerdai properties that operate as hospitals and nursing homes may present special 
risks to lenders due to the significant governmental regulation of foe ownership, operation, maintenance 
and finandng of health care institutions. Hotel and motel properties are often operated pursuant to 
franchise, management or operating agreement which may be terminable by the franchisor or operator, 
and the transferability of a hotel's operating, liquor and other licenses upon a transfer of the hotel, 
whether through purdiase or foreclosure, Is subject to local law requirements. All of these factors 
increase the risks Involved with commercial real estate lending. Commercial properties tend to be unique 
and are more difficult to value than single-family residential properties. Commercial lending is generally 
viewed as exposing a lender to a greater risk of loss than residential mortgage lending since It typically 
Involves larger loans to a single borrower or related borrowers than residential mortgage lending. 

Commerdai mortgage lenders typically took to the debt service coverage ratio of a loan secured 
by Income^rodudng property as an important measure of foe risk of defouit on such a loan. Commercial 
property values and net operating income are subject to volatility, and net c^eratlng Income may be 
suffident or insufficient to cover debt service on the related mortgage loan at any given time. The 
repayment of loans secured by Income-producing properties Is typically dependent upon the successful 
operation of the related real estate project rather than upon the liquidation value of the underlying real 
estate or the existence of independent income or assets of the borrower. Furthermore, the net operating 
income from and value of any commercial property may be adversely affected by risks generally incident 
to interests in real property, including events which the borrower or manager of the property, or the issuer 
or servicer of the related issuance of Commercial Mortgage-Bad^ed Securities, may be unable to predict 
or control, such as changes in generai or iocai economic conditions and/or specific industry segments: 
declines in real estate values; declines in rental or occupancy rates; increases in interest rates, real 
estate tax rates and other operating expenses; changes in governmental aiies, reguiatbns and tiscat 
policies; acte of God; acts of war; acte of terrorism; and social unrest and civil disturbances. The value of 
commerdai real estate is also subject to a number of laws, such as laws regarding environmental clean- 
up and limitations on remedies imposed by bankruptcy laws and state laws regarding foreclosures and 
rights of redemption. 

A ctommerciai property may not readily be converted to an alternative use In the event that foe 
operation of such commercial property for Its original purpose becomes unprofitable. In such cases, foe 
conversion of foe commercial property to an alternative use would generally require substantial capital 
expenditures. Tlius, If foe borrower becomes unable to meet Its obligations under the related commercial 
mortgage loan, the liquidation value of any such commercial property may be substantially less, relative 


35 


PSf-M&T_Bank-02-0056 


12:16 May 12, 2011 Jkt066050 PO 00000 FrmOIOOS Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1002 


Footnote Exhibits - Page 1754 


to the amount outstanding on the related commercial mortgage loan, than would be the case if such 
commertjlal property were readily adaptable to other uses. The exercise of remedies and successto! 
realization of liquidation proceeds may be highly dependent on toe performance of Commercial 
Mortgage-Badted Securities servicers or special servicers, of which there may be a limited number and 
which may have oanflicts of interest in any given situation. 

Commercial Mortgago*Backed Securities may pay fixed or floating rates of Interest. Fixed rate 
Commercial Mortgage-Backed Securides, like all faed-income securities, generally decline In value as 
interest rates rise. Mo'eover. although generally the value of fixed-incane securities increases during 
periods of falling Interest rates, tois inverse relationship may not be as marked In the case of Commercial 
Mortgage-Backed Securities due to the Increased likelihood of prepayments during periods of filing 
interest rates. This effect is mitigated to some degree for mortgage loans providing for a period during 
whidi no prepayments may be made. 

Mortgage bans underlying a Commercial Mortgage-Backed Securities issue may lack regular 
amortization of principal, resulting In a single 'bailoon* payment due at maturity. If the underlying 
mortgage borroift^r experiences business problems, or other factors limit refinancing alternatives, such 
balloon payment mortgages are likely to experience payment delays or even default. 

Synthetic Securities . A portion of the Underlying Assets may consist of Syntoetic Securities, the 
Reference Obligations of which are Asset-Backed Securities (primarily, Residential ABS Securities). 
Investments in such types of assets through the acquisition Gf Synthetic Securities present risks in 
addition to those resulting from direct acquisition of such Underlying Assets. With respect to Synthetic 
Securities, toe Issuer wriil have a contractual relationship only with the counterparty of such Synthetic 
Seoirity. and not the Reforence Obligor on the Reference Obl^ation. The Issuer generally will have no 
right directly to enforce compliance by the Reference Obligor wth the terms of either the Reference 
Obligation w any rights of set-off against the Reference Obligor, nor will the Issuer generally have any 
vc^ng or other consensual rights of ownership with respect to the Reference Obligation. 

Iliiauiditv of the Underlying Assets . Some of the Underlying Assets purchased by the Issuer will 
have no, or only a limited, trading market. The market for Synthetic Securities may be less liquid than the 
market for certain other types of financial assets. The Issuer's investment In illiquid Underlying Assets 
may restrict its ability to dispose of investments in a timely fashton and for a fair price as well as Its ability 
to take advantage of market c^portunlties. Illiquid Underlying Assets may trade at a discount horn 
comparable, more liquid Investments, in addition, the Issuer may invest in privately placed Underlying 
Assets that may or may not be h'eefy transferable under the laws of the applicable jurisdiction or due to 
contractual restrictions on resale, and even if such privately placed Underiying Assets are transferable, 
the prices realized from their sale could be less than those originally paid by the Issuer or less than what 
may be considered the fair value of such securities. 

Exposure to Credit Risks - the Reference Obtiaations and the Synthetic Securities 
Counterparties . The obligation of the Issuer to make pajmnents to each Synthetic Security Counterparty 
relating to toe Syntoetic Securities creates exposure to the credit risk of the Reference Obligations related 
to such S)mtoetic Securities. Tfie fonds available to make payments in respect of principal on toe Notes 
and Preference Shares is dependent upon whether and to what extent payments are due and payable by 
the Issuer to a Syntoetic Security Counterparty relating to the Syntoetic Securities. Any settlement 
payments and termination payments payable by the issuer (net of termination parents payable by a 
Synthetic Security Counterparty) due and owing to a Synthetic Security Counterparty will reduce the 
amount available to pay the obligations of the issuer to the Noteholders and Preference Sharehoides in 
Inverse order of Seniority. Accordingly, the holders of the Preference Shares and then the Noteholders 
may lose all or a portion of toelr Investtnent. The Issuer will rxrt directly benefit from any collateral 
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supporting Ute Reference Obl^ation and will not have the benefit of the remedies that would noimafiy be 
avaUable to a holder of such Reference Obligation. 

In addition, in the event d’ the insolvency of the First SynOietic Security Counterparty or any other 
Synthetic Security Counterparty, the Issuer wHI be treated as a general unsecured creditor of sudi 
o^nterparty, and will not have any claim of tftte with resped to tl^ Reference Obligation. ConsequenUy, 
the issuer wlii be subject to the credit risk of the counterparty as well as that of the Reference Obligor. As 
a result, omcentrations of Synttiedc Securities entered Into with any one counterparty will subject the 
Notes and Preference Shares to an additional degree of risk with mspect to defeuits by or the insolvency 
of such counterparty as well as by the Refer^ce Obligor. One or more Affiliates of the initial Purchaser 
may act as counterparty with respect to all or a portion of the Synteetic Securities, which relationship may 
create certain conflicts of Interest. See * — Conflicts of Interest involving the Inidal Purchaser” below. 

Additionally, while the Issuer expects that the returns on a Synthetic Security will generally reflect 
those of the related Reference Obligabon, as a result of the terms of the S^thetic Security and die 
assumption of the credit risk of the Synthetic Security Counterparty, a Synthetic Security may have a 
different expected return, a different (and potentially greater) probability of default and expected loss 
characteristics fellowlng a defeult, and a different expected recoirery following defeult. Addlttonaliy, when 
compared to the related Reference Obllgalton. the terms erf a S^thetic Security may provide for different 
maturities, payment dates, interest rates, interest rate references, credit exposures, or other credit or non* 
credit related characteristics. Upon maturity, default, acceleration or any other termination (including a 
put or call) other than pursuant to a credit event (as defined therein) of the Synthetic Security, the terms 
of the Synthetic Security may permit or require the issuer of such Synthetic Security to satisfy its 
obligations under the Synthetic Security by delivering to the Issuer securities other than the Reference 
Obligation or an amount different than the then current market value of the Reference Obligation. 

if the Issuer Is obligated to make a Floating Amount Payment under a Syntiietic Security, such 
Floating Amount Payment may result in a reduction of the Prlncipal/Notional Balance of such Synthetic 
Security, and therefore reduce the amounts payable by a Synthette Security Counterparty and the amount 
of Interest Proceeds available to pay the Notes and Preference Shares, in addition, any Floating /Unount 
Payment related to writedowns or failure to pay principal will reduce the Aggregate Principal/Notiona! 
Balance of Synthetic Securities that are available to pay the principal of the Notes and Preference 
Shares. 


The ability of the issuer to meet its obligations und^ the Notes will be dependent on the issuer^s 
receipt of payments from the Synthetic Security Counterparty pursuant to the Synthetic Securities. 
Consequentiy, in addition to relying on the creditworthiness of the reference obligors, the issuer vrifi also 
be relying upon the creditworthiness of the Synthetic SecurHy Counterparty to perform its obligations 
under the Synthetic Securities. 

Offsetting Transactions. As described herein, the Issuer may enter into certain Offsetting 
Transaettons intended to hedge the issuer’s credit exposure in relation to certain Synthetic Securities. 
Such CMfeetting Transaettons are subject to certain risks including those described above in respeerf of 
Synthetic Securities. There can be no guarantee or assurance that any such Offeetting Transactions wilt 
effectively hedge ail or any of the issuer’s exposure under the applicable Synthetic Security. 

Limited Information with Resoeef to the Reference ObUaethns . Synthetic Security Counterparties 
are not required to hold any Reference Obligation. The Issuer will not have any right to obtain from the 
issuer of the Reference Obiigattons, any related trustee, fiscai agent, collateral manager or custodian 
information on the Reference Obligations or information regarding any obligation of any Reference 
Obligation. Synthetic Security Counterparties will have no cAligatlon to keep the Issuer, the Trustee, the 
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Cdlatera! Manager, the Noteholders or the Preference Shareholders Infbmied as to matters arising. In 
relation to any Reference Obligation including virtiether or not circumstances exist under virtiich there is a 
possibility of the occurrence of a Credit Event or an obligation to make Floating Amount Payments. 

Ne_Lega/ or Seaefe/a/ Interest in Reference ObKaations . Under the Syntoetic Securihes, the 
issuer will have a contractual reiatonship only with the Synthetic Secunty Counterparty and not with the 
issu^ or obligor of any Reference Obllgatkm. Consequently, the Synthetic Securities do not (institute an 
acquisition or other acquisition or assignment of any Interest In any Reference Obligation, llie Issuer 
generally will have no right to directly enforce compliance by the Referent Obligor with the terms of the 
Reference Obligation nor any rights of set-off or recourse against the Reference Obligor, nor have any 
voting or other consensual righte of ownership \Mth respect to toe Reference Obllgatton and will not have 
the benefit of the remedies that would normally be available to the holder of such Reference Obligation. 
The issuer and the Trustee, therefore, wHI have rights solely against the related Synthetic Security 
Counterparty in accordance with the Synthetic Securities, in addition, neither a Synthetic Securi^ 
Counterparty nor its affiliates will be (or deemed to be acting as) the agent or trustee of the issuer, the 
Noteholders or the Preference Shareholders in connection with toe exercise of, or the failure to exerdse, 
any of the rights or powers of a Synthetic Security Counterparty and/or its affiliates arising under or in 
connection with their respective holding of any Reference Obligation. Each Synthetic Security 
Counterparty and its affiliates (i) may deal in any Reference Obligation, (ii) may generally engage in any 
kind of commercial or investinent banking or other business transactions with any issuer of a Reference 
Obligation, and (iii) may act with respect to transactions described in the preceding clauses (I) and (il) in 
the same manner as if a Synthetic Security Counterparty and the Notes did not exist and without regard 
to whetoer any such ar^on might have an adverse affect on such Reference Obligation, toe Issuer, toe 
Preference Shareholders or the Noteholders. 

Leoa/ Risk re/affno to the Synthetic Securff/es . Initially the Synthetic Securities will be structured 
as "Pay As You Go’ credit default swaps. "Pay As You Go" credit default swaps are a type of credit 
defeult swap that has been developed recently to reference, and incorporate certain terms of the unique 
structures of, Asset-Backed Securities. On November 10, 2006, the International Swaps and Derivatives 
Association, Inc. (TSOA“) published Its revised form of confirmatkin and a Standard Terms Supplement 
for a "Pay As You Go" transaction on a mortgage^cked security (the "MBS Pay As You Go Form"). 
On June 7. 2008 ISDA published its form ^ confirmation for a "Pay As You Go" transaction on a 
collateralized debt obligation (the "CDO Pay As You Go Form" and, together with the MBS Pay As You 
Go Form, the "Pay As You Go Forms'). It is expected that the Synthetic Securities to which the Issuer 
will be a party v^tl be based on modified versions of the Pay As You Go Forms. See "Security for the 
Notes" herein. White ISDA has published the Pay As You Go Forms and has published and 
supplemented the Credit Derivatives Definitions in order to facilitate transactions and promote uniformity 
In the credit default svi^p market, the credit default swap market Is expected to change and the Pay As 
You Go Forms and toe Credit Derivatives Definitions and terms applied to credit derivatives are subject to 
interpretation and further evolution. There can be no assurance that such forms will be substantially 
similar to the form Continmatlons. Past events have shovm that the views of market participants may 
differ as to how the Credit Derivatives Definitions operate or should operate. As a result of the continued 
evolution of the Pay As You Go Forms, each of toe Synthetic Security confirmations to which toe Issuer Is 
from time to time a party may differ from the future market standard. Any difference between the Pay As 
You Go Forms and the forms used for toe S^lhetic Securities may have a negative impact on the 
liquidity and market value of such Synthetic Securities. 

Hiere can be no assurances that changes to the Credit Derivatives Definitions and other terms 
applicable to credit derivatives generally will be predlctabie cw favorable to the Issuer or Investors in the 
Notes or Reference Shares. Amendments or supplements to the "Pay-As-You-Go" credit default swap 
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forms and amendments and supplements to Uie Credit Derfvatives Definitions that are published by ISDA 
will not appiy to the Synthetic Securities executed prior to such amendment or supplement unless the 
issuer and the related S;^thetic Security Counterparty agree to amend the Synthetic Securities to 
incorporate such amendmente or supplements, and the Rating Condition is satisfied, in additkm, the 
issuer and the Synthetic Security Counterparty may enter into additional Synthetic Securities that 
incorporate such amendments and supplements as long as the Rating Conditbn has been satisfied. 
Markets In different Jurisdic^ons have also already adopted and may continue to adopt different prac^c^s 
with respect to the Credit Derivatives Definidons. Furthermore, the Credit Derivatives Detinitk>ns may 
contain ambiguous provisions that are subject to interpretation and may result in consequences that are. 
adverse to the issu^. In addition to the credit risk of the Reference Obligattons and the credit risk of the 
related Synthetic Security Counterparty, the Issuer Is also subject to the risk that the Credit Derivatives 
Definitions could be interpreted in a manner that would be adverse to the Issuer or investors in the Notes 
or Preference Shares or that the credit derivatives market generally may evolve In a manner that would 
be adverse to the issuer or investors in the Notes or Preference Shares. 

Synthetic Security Collateral Account and the Relfanea on the Credit Worthiness of Eligible 
Investments held Uierein . llte Synthetic Securities may require the Issuer to secure its obligations with 
respect to ea<ii such S^thetic Security. As directed by the Collateral Manager in writing, cash on 
deposit in the Symthetic Security Collateral Account on behalf of each Synthetic Security Counterparty will 
be invested In Eligible Investments. Amounts on deposit in the Synthetic Security Collateral Account will 
be applied, as directed by the Collateral Manager, to the payment of any amounts owed by toe issuer to 
each Synthetic Security Counterparty on the date any such amounts are due. Any Excess Coilateral 
Account Arrraunt tMH be withdrawn from the S^thetic Security Collateral Account and deposited to the 
Disposition Proceeds Account; provided that to the extent that any such withdrawal from the Synthetic 
Security Collatera! Account would require a withdrawal fern any Investment Agreement, such withdrawal 
may only be made In accordance with the terms of such Investment Agreement. Any Income on Eligible 
investments contained in toe Synthetic Security Collateral Account will be withdravm from such account 
and deposited In the Collection Account for distribution as interest Proceeds. Cash and Eligible 
Investments on deposit in the Synthetic Security Collateral Account will be included in the Collateral to toe 
extent provided under "Security for the Notes — GeneraP herein, will not be available to make payments 
under toe Notes or Prefer^ce Shares and shall not be considered to be an asset of toe issuer for 
purposes of any the Collateral Quality Tests or the Coverage Tests, but the Synthetic Securities that 
relate to such Synthetic Security Coilateral Account shall be considered an asset of the Issuer. The 
Issuer will bear the risk of any losses with respect to the Eligible Investments held in the Synthetic 
Security Collateral Account. Therefore, with respect to each Synthetic Security, the Issuer bears the risk 
of the Reference Obligation, the related Synthetic Security Counterparty and the credit and market risks 
relating to toe Eligible Investments Including credit risk with respect to any Investment Agreement that 
secure the Issuer's obligations with respect to such Synthetic Security. 

Reliance on Creditworthiness of Investment Agreements . The amounts on deposit in the 
Synthetic Security Coiteterel Account are expected to be invested in Eligible Investments consisting 
initially of the Initial Investment Agreement and, accordingly, the Issuer will be exposed to the 
creditworthiness of the Initial Investment Agreement Provider. The insolvency of toe Initial Investment 
Agreement Provider or a default by such parties under toe initial Investment Agreement, respectively, 
would adversely affect toe ability of the Issuer to pay principal and interest when due under the Notes and 
distributk^s in respect of the Preference Shares and could result in a downgrade of the ratings on toe 
Nc^es. 


If an Investment Agreement is temtinated as a result of an event of default or an uncured ratings 
downgrade condition as specified therein, the Issuer may enter into one or more replacement investment 
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agreements (each a "Replacement Investment Agreement"), and accordin^y, the issuer will be 
exposed to toe creditworthiness of the related Replacement Investment Agreement provider (each a 
"Replacement investment Agreement Provider"). See "Description of the Initial investment 
Agreement—The Initial Investment Agreement". 

Credit Ratines . Credit ratings of debt securities represent the rating agencies' opinions regarding 
their credit quality and are not a guarantee of quality. Rating agencies attempt to evaluate the safety of 
principal and Interest payments and do not evaluate the risks of fluctuations In market value and, 
theretore, credit ratings may not fully reflect the true risks ^ an investment >^so. rating ag^cles may fail 
to make timely changes in credit ratings in response to subsequent events, so that an issuer's current 
flnandal atndition may be better or worse than a rating indicates. Consequently, credit ratings of toe 
Asset-Backed Securities and Reference Obligations will be used by the Collateral Manager only as a 
preliminary indicator of investment quality. Investments In non-investment grade and comparable unrated 
obligations will be more dependent on the Coliateral Manager's credit analysis than would be the case 
with Investments in investment-grade debt obllgattons. 

international investing . A limited portion of the Underiytng Assets may consist of obligalbns of 
issuers organized under the law of the Bahamas, Bermuda, the Cayman Islands, the Channel Islands or 
the Netoeriands Antilles. Moreover, coliateral securing Asset-Backed Securities may consist of 
obligations of issuers or borrowers organized under the laws of various jurlsdlcttons other than the United 
States, inviting outside the United States may involve greater risks than Investing in the United States. 
These risks may include: (a) less publicly available information: (b) varying levels of governmental 
regulation and supervision; and (c) the difficulty of enforcing tegal rights In a foreign jurisdiction and 
uncertainties as to toe status, interpretatbn and application laws. Moreover, foreign companies are not 
subject to accounting, auditing and financial reporting standards, practices and requirements comparable 
to those applicable to U.S. companies. 

There generally is less governmental supervision and regulation of exchanges, brokers and 
Issuers In foreign countries than there is In the United States. For example, there may be no comparable 
provisions under certain foreign laws with respect to insider trading and simitar investor protection 
securities iaw« that apply with respect to securities transactbns consummated in the United States. 

Foreign markets also have different clearance and settlement procedures, and in certain markets 
there have been times when settlements have foiled to keep pace with the volume of securities 
transacti(^s, making it difficult to conduct such transactions. Delays in settlement could result in periods 
when assets of the Issuer are uninvested and no return is earned thereon. The inability of the Issuer to 
make intended Underlying Assets acquisitions due to settlement problems or the risk of intermediary 
counterparty foHures tXHJid cause the Issuer to miss Investment opportunities. The inability to Dispose of 
an Underlying Asset due to settlement pioblems ooub result either In losses to the issuer due to 
subsequent declines In toe value of such Undertyng Asset or, if the Issuer has entered into a contract to 
sell the security, could result In possible (lability to the purchaser. Transaction costs of buying and selling 
foreign securities. Including brokerage, tax and custody cc^ts, also are generally higher than those 
involved in domestic transactions. Furthermore, foreign financial markets, while generally growing in 
volume, have, for the most part, substantially less volume than U.S. markets, and securities of many 
foreign companies are less liquid and their prices more volatile than securities of comparable dcwnestic 
companies. 

In many foreign countries there Is the possibility of expropriation, nationalization or confiscatory 
taxatbn, limitatbns on the convertibility of currency or the removal of securities, property or other assets 
of the Issuer, pdltical, economic or soda! Instability or adverse dlpbrnatic developments, each of wtolch 
could have an adverse effect on the Issuer's investments In such foreign countries. The economies of 
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Individual non-U.S. counts may also differ fovorabty or unfavorably from the U.S. economy in such 
respects as growth of gross domestic product, rate of Inflation, volatility of currency exchange rates, 
depreciation, capita! reinvestment, re^urce self-sufficiency and balance of payments positbn. 

Other Considerations 

Certain Conflicts of Interest . The activities of the Collateral Manager, the Initial Purchaser and ite 
affiliates may result in certain cxMiflicAs of interest 

Conflicts of interest invoMna the Collateral Manager . Various potential and actual conflicts of 
Interest may arise from flie overall Inwstment activities of the Collat^al Manager and its Affiliates. The 
Collatera! Manager and its Affiliates may invest or Invest for flie account of others in debt obligations that 
wouid be appropriate as security for the Notes and have no duty in making such invesbnents or to act in a 
way that is ^vorable to the Issuer, the Noteholders or the Preference Shareholders. Such investments 
may be different from those made on behalf of the Issuer. The Collateral Manager and its Affiliates may 
have economic interests in, or other relationships with, issuers In whose obligations cxr securities the 
Issuer may invest. In particxiter, a substantial portion of the Underlying Assets acquired by the issuer 
from the Initial Purchaser were sold to the Initial Purchaser from portfolios of securities held by one or 
more of the Dsllaterai Manager and its Affiliates. In addition, the Collateral Manager or Its Affiliates may 
make and/or hold -an investinent in an issuer’s securities tiiat may be pari passu, senior or junior in 
ranking to an investment In such issuer's securities made and/or held by the issuer or In which partners, 
security holders, officers, directors, agents or employees of the Collatera! Manager or Its Affiliates serve 
on tK>ards of directors or othenwise have ongoing relationships. Each of such ownership and other 
relationships may result in securities lav^ restrictions on transactions in such securities by the Issuer and 
otherwise create conflicts of Interest for the Issuer. In such Instances, the Collateral Manager and its 
Affiliates may In their discretion (except as provided below under "Secuilty for the Notes— Dispositions of 
Underlying Assets’) make investment recommendations and decisions that may be the same as or 
different from those made with respect to the Issuer's Investments. 

Although the officers and employees of the Collateral Manager will devote as much time to the 
Issuer as the Coitateral Manager deems appropriate, the officers and employees may have conflicts in 
allocating their time and services among the Issuer and the Collateral Manager's and its Affiliates* other 
accounts. 

TTie Collateral Manager also serves as a manager of one or more other companies organized to 
Invest in Asset-Backed Securities. The Coilateral Manager and Its Affiliates may pursue its own interests 
as an owner of other securities issued by an Issuer of Undertying Assets, without considering the effect of 
its actions or omissions on the Issuer. In addition, the Collateral Manager may act as the Auction Agent 
in an Auction Cali Redemption of the Notes or may resign as Auction Agent and bid on any Underlying 
Assets that are sold puteuant to an Auction Call Redemption. 

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may 
purchase some or all of the Class E Notes on the Closing Date. Pursuant to the Management 
Agreement, the Coilateral Manager, In its capacity as holder of, or an advisor to ti>e holder of Class E 
Notes and Preference Shares may, In such capacity, act in a manner which it determines to be in ttie best 
interest of a holder of Ciass E Notes and/or Preference Shares, without regafo to the effect on the 
interests of other Noteholders, in addition, the Collateral Manager and its Affiliates may at times own any 
other Class of Notes. A portion of the purchase price of Notes and the Preference Shares to t^ acquired 
by the Collatera! Manager or its Affiliates may be financed by the Initial Purchaser. At any given lime, the 
Coltatemi Manager and its Affiliates will not be entitled to vote the Notes or Fh’eference Shares 
benefidaiiy owned by the Collateral Manager or any Affiliate thereof or by an account or fund for which 
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the Collateral Manager or an Al^fiate &iereof acts as the inwstment adviser (with discretionaiy audioilty) 
('Collateral Manager Securities') with respect to any vote or consent on any assignment or termination 
of toe Management Agreement (including the exercise of any rights to remove the Collateral Manager or 
terminate the Management Agreement) or any amendment or other modification of the. Management 
Agreement or toe indenture increasing the rights or decreasing toe obligations of the Coliaterai Manager. 
However, at any given time the Coliaterai Manager and Its /^liates will be entitled to vote toe Notes and 
Preference Shares held by them with respect to all other matters. For purposes hereof. “Affiliate" 
means, with resf^ to any person, (a) any other person N«too, directly or indirectly, is in control of, or 
controlled by, or is under common control with, such person, (b) any other person who is a director, 
officer, employee, managing member or general partner of (i) su(to person or (ii) any such other person 
described in clause (a) above, or (c) with respect to toe Collateral Manager, any account or fund tor which 
the Collateral Manager or any of the fbre^bing acts as Investment advisor with discretionary authority. 
For the purpc^es of the foregoing definition, control of a person shall mean toe power, direct or indirect, 
(x) to vote mora than 50% of the securities having ordinary voting power for the election of directors of 
such person or (y) to dirati or cause the direction of the management and policies of such person 
whether by contract or othervrise. The ownership of some or all of the Class E Notes and all of toe 
Preference Shares by one or more Affiliates of toe Collateral Manager may give the Collateral Manager 
an Incentive to take actions that vary from the interests of toe holders of the Notes. 

Confiicts of Interest InvoMna the Initial Purchaser . Certain of the Asset-Backed Securities 
acquired by toe Issuer may consist of obligations of issuers or obligors, or obligations sponsored or 
serviced by companies, for which DBS! as the Initial Purchaser or an Affiliate of DBSI has acted as 
underwriter, agent, placement agent or dealer or for wtoich an Affiliate of DBS! has acted as lender or 
provided other administrative, commercial or investment banking services. In addition, if not the Auction 
Agent, toe initial Purchaser may bid on the Underlying Assets at any time the Issuer Disposes of an 
Underlying Asset. In addition, an Affiliate of the Initial Purchaser will be toe First Synthetic Security 
Counterparty and may be Offsetting Transaction Counteroarty, Also, as described under "Use of 
Pro^ds", toe issuer. DBSI and Deutsche Bank AG Cayman Islands Branch (the "Warehouse Lender"), 
an Affiliate of DBSI, have entered into a credit agreement (the "Warehouse Credit Agreement"), 
pursuant to which toe Warehouse Lender has financed the acquisition of certain Asset-Backed Securities 
and toe payment of certain transaction-related fees and expenses prior to the Closing Date. On toe 
Closing Date, the net proceeds from the sale of the Notes and the Preference Shares will be used by the 
Issuer to repay In toll all amounts owing by the Issuer to the Warehouse Lender relating to the 
Warehouse Credit Agreement, and such revolving credit facility, along with the lien on the Asset-Backed 
Securities, the Offeetting Transactions and the Synthetic Securkies securing It, will be terminated. See 
"Use of Proceeds". 

Conflicts of Intemst invoMna the SvntheOc Security Countemarties and the Offsetting Transaction 
Counterparty . The First S^toetlc Security Counterparty is an Affiliate of the Initial Purchaser and the 
Offsetting Transaction Counterparty may be an Aftiliate of the Initial Purchaser. Each Synthetic Security 
Count^paity or Offsetting Transaction Counterparty may take actions under the related Synthetic 
Securities or Offsetting Transactions or otherwise that may be inconsistent with or adverse to the interests 
of the Notehc^ders. Syntoetic Security Counterparties wifi not be obligated to take any action to minimize 
losses with respect to any Reference Obligation. In addition, each Syntoetic Security Counterparty or 
Offeetting Transactton Counterparty has the right in the event of an assignment of a Syntoetic Security (or 
Offsetting Transaction, as applicable) to reject any replacement tor the Issuer, such right not to be 
unreas<^abiy ex^cised. in deciding v\toether to approve or reject a replacement for the issuer, the 
Synthetic Security Counterparty does not have to consider toe interests of the Issuer or toe Noteholders. 
See "Security for toe Notes — Underlying Assets — Synthetic Securities— Assignment". 
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Each SynUietic Security Counterparty, each Offsetting Transaction Counterparty and each of their 
afhiiates nnay deal in any obligations or other setuiritles of any Reference Obligor (including, but not 
limited to, any Reference Obl^ations), may enter into other credit derivatives in^^tvfng entities that may 
indude the Reference Obligors or their affiliates or sponsors (including aedit derivatives to hedge its 
obligations under Uie Synthetic Securities or Offsetting Transactions), may accept deposits from, make 
loans or otherwse extend credit to, and generally engage in any kind of commercia! or investment 
banking or other business with, any Reference Obligor, any affiliate or sponsor of any Reference Obligor 
or any other person or other entity having obligations rdating te any Reference Obligor or affiliate or 
sponsor of such Reference Obi^r, and may act with respect to such business in the same manner as if 
the related Syntiietic Securities and/or O^etting Transactions did not exist, regadiess of whetoer any 
such relationship or adion might have an adverse effect on any Reference Obligations (including, vWthout 
iimkation, any action v^ich might ccmstitute or give rise to a Credit Event), or on the position of the Issuer, 
the Noteholders or any other party to the transaction described herein or otherwise. Each Syntiietic 
Security Counterparty, each Offsetting Transaction Counterparty and each of their affiliates may. whether 
by reason of the types of relationships described herein or olhenvise, on the date hereof or at any time 
hereafter, be in possesston of Infermation in relation to any Reference Obligation. Reference Obligor or 
any of such Referenrre Obli^r's sponsors or affiliates, that is or may be material In the context of the 
related Synthetic Securities or Offeetting Transactions and the other transacticxi documents and that may 
or may not be publicly available or known to the other parties to the transaction documents and which 
information each Syntiietic Security Counterparty, each Offeetting Transaction Counterparty or their 
affiliates may be prohibited from using for the benefit of the Issuer. The Synthetic Securities. Offsetting 
Transactions and the other transaction documents do not create any obligation on the part of the related 
Synthetic Security Counterparty (or Offsetting Transactbn Counterparty) and its affiliates to disclose to 
any dher such party any such information (whether or not confidential), in addition, with respect to the 
deletion or addition of Reference Obligations in connection with any trading activity undertaken by the 
Collateral Manager on behaff of the Issuer, the related S^thetlc Security Counterparty (or Offsetting 
Transaction Counterparty) {$ not obligated to agree to any such deletion or addition of a Reference 
Obligation and may make its decision whether to agree to any such deletion or additton on the basis of its 
own best interests and without regard to the interests of the Issuer or the Noteholders. 

Money Laundering Prev&ntlon . The Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (tfie *USA PATRIOT Act'), effective as of 
October 26, 2001, requires that financial Institutions, a term that includes banks, broker-dealers and 
Investment companies, establish and maintain compliance programs to guard against money laundering 
actiirities. The USA PATRIOT Act requires the Secretary of the U.S. Treasury (Treasury') to prescribe 
regulations in connection with anti-money laundering pdlcies of financial Institutions. The Federal 
Reserve Board, the Treasury and the SEC are currently studying what types of investment vehicies 
should be required to adopt anti-money laundering procedures, and it is unclear at this time whether such 
procedures wll apply to pooled investment vehicles such as the Issuer, it is possible that there could be 
promulgated legislation or regulations that would require the Issuer or the Initial Purchaser or other 
service providers to the Issuer, In connection witii the establishment of anti-money laundering 
procedures, to share Information with governmental authorities with respect to Investors in the Notes and 
Preference Shares. Suc^ legislation and/or regulations could require the Issuer to implement aciditional 
restrictions on the transfer of the Notes and Preference Shares or Interests therein. The Issuer reserves 
the r^ht to request such information as is necessary to verity the identity of investors in the Notes and 
Preference Shares and the source of the payment of subsaiption monies, or as is necessary to comply 
with any customer Identification programs required by Financial Crimes Enforcement Network and/or the 
SEC. In the event of delay or failure by the applicant to produce any information required for verification 
purposes, an appiicaticm for or transfer of Notes, Preference Shares or interests therein and the 
subscription monies relating thereto may be refused. In connection witii the establishment of anti-money 
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laundering procedures, the Issuer may implement additional restricdons on the transfer of Notes or 
Preference Shares. 

Purchase of Underivina Assets . TTie Issuer wll aojuire Underlying Assets from a warehouse 
facility (the "Warehouse Facility") provided by an affiliate of DBSI, which provides for the purchase of 
Asset-Backed Securities at the direction of the Collateral Manager on behalf of the Issuer prior to the 
Closing Date. In addition, a substantial portton of the Underlying Assets purchased by the issuer are 
securities from portfolios of Asset-Backed Securities held, directly or Indirectly, by die Coilatera! Manager 
or one or more Affiliates of, or Investment frinds managed by, the Collateral Manager. 

Some of the Underlying Assets subject to the Warehouse Fadlity may have teen originally 
acquired by DBSi or one of its Affiliates in connection with its underwriting or placement thereof upon 
issuance thereof or from the Coilatera! Manager or one of Its Affiliates. The Warehouse Facility requires 
the issuer to purchase /^et-Badced Securities eligible for indusicm in the Coilatera! on the Ctosing Date 
at a price equal to the price paid when DBSI or Its Affiliate acquired such Asset'Backed Securities 
pursuant to the Warehouse Facility, plus accrued interest thereon, and net of any hedging gains or 
losses. As a resuitj the Issuer bears the risk of depreciation in tee value of an Asset-Backed Security 
purchased under the Warehouse Facility. The Issuer v^rill purttease, and DBSi and its Affiliates under the 
Warehouse Facility vwH sell. Asset-Backed Securities only to the extent that the Collateral Manager 
determines that such purchases are consistent with the restrictions contained In the Indenture. 

If any such seller were to become the subject of a case or proceeding under the United States 
Bankruptcy Code or another applicable insolvency law. the trustee in bankruptcy could assert that Asset- 
Backed Securities acquired from sudi seller are property of such seller's insolvency estate. Property that 
suite seller has pledged or assigned, or In whiite such seller has granted a security interest, as collateral 
security for the payment or performance of an obligation, would be property of such seller’s estate. 
Property that such seller has sold or absolutely assigned and transferred to another party, however, Is not 
property of such seller's estate. The Issuer does not expect that the purchase by the Issuer of Asset- 
Backed Securities, under the circumstances contemplated by this Offering Circular, will be deemed to be 
a pledge or collateral assignment (as opposed to the sale or other absolute transfer of such Asset-Backed 
Securities to the Issuer). 

Relation to Prior Investment Results . The prior Investment results of the Collateral Manager and 
the persons associated with the Collateral Manager or any other entity or person described herein are not 
indicative of tee issuer’s future investment results. The nature of, and risks associated with, the issuer’s 
future investments may differ substantially from those investments and strategies undertaken historically 
by such persons and entitles. There can be no assurance that the Issuer's investments will perform as 
well as the past investments of any such persons or entities. 

Projections. Forecasts and Estimates . Any projecticms, forecasts and estimates conteined herein 
are forward looking statements and are based upon certate assumptions that the Collateral Manager 
ronsiders reasonable. Projections are necessarliy speculative In nature, and H rain be expected that 
some or all of the assumptions underlying the projections will not materialize or will vary significantiy from 
actual results. Accordingly, the projections are only an estimate. Actual results may vary from the 
projections, and tee variations may be material. 

Some important factors that could cause actual results to differ materially from those In any 
forward looking statements include changes In interest rates, market, financial or legal uncertainties, 
differences In the actual allocation of the Underlying Assets among asset categories from those identified 
01^ Schedule A. mismatches between the timing of accrual and receipt of Interest Proceeds and Principal 
Proceeds from tee Underlying Assets, defaults under Underlying Assete and the effectiveness of any 
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Interest Rate Svrap Agreement, among others. Consequently, the Inclusion of projections herein should 
not be regarded as a representation by the Issuer, the Co-Issuer, Ihe Collateral Manager, the Trustee, the 
Initial Purchaser or its affiliates or any other person or ent^ of ffie results that will actually be achieved by 
the Issuer. None of the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser, 
its affiliates or any other person has any r^ligatlon to update or othenvise revise any projections, 
including any revistons to reflect charges in econc»n)c conditions or other circumstances arising after the 
date hereof or to reflect the occuirence of unanticipated events, even if the -underlying assumptkms do 
not come to fruitton. 
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DESCRIPTION OF THE NOTES 

The Notes will be issued pursuant to the tr^denture. The foHovwng summary describes certain 
provisions of the Notes and the indenture. Hits summary does not purport to be complete and is subject 
to. and qualified In Its entirety by reference to. toe provisions of the Indenture. Copies of the indenture 
may be obtained by prospective investors upon request to the Trustee at 1761 East SI. Andrew Place, 
Santa Ana, CaHfornia 92705, or to RSM Robson Rhodes IIP (the Irish Paying Agent”), at RSM House, 
Herbert Street, Dublin 2, ligand. 

Status and Security 

The Notes will be iimited-rertourse debt obligations of toe issuers. The relative order of seniority 
of payment of eacto Class of Notes Is as ^lows: first, Class A-1 Notes, second. Class A-2 Notes, third, 
Class B Notes, hurth, Cteiss C Notes, fifd}, Class 0 Notes and sixth. Class E Notes, with (a) each Class 
of Notes (otoer toan the Class E Notes) In such list being 'Senior' to each other Class of Notes toat 
follows su(to Class of Notes in such list and (b) each Class of Notes (other toan toe Class A-1 Notes) in 
such list being 'Subordinate” to each other Class of Notes that precedes such Class of Notes in such list. 
No payment of interest on any Class of Notes will be made until all accrued and unpaid interest on the 
Notes of each Class that is Senior to such Class and that remains outstanding has been paid in full in 
accordance with the Priority of Payments. Certain Principal Proceeds, to the extent available, will be 
applied on each Oishributton Date in accordance with toe Priority of Payments to pay principal of each 
Class of Notes. 

Under the terms of the Indenture, the issuer vrili grant to the Trustee for the benefrt of the 
Secured Parties a first priority security interest In the Cdlaterai described herein to secure the Issuer's 
obligations under the Indenture, the Notes, any Interest Rate Swap Agreement, the Synthetic Security 
Agreement, the Investment Agreement and the Management Agreement. 

Payments of principal of and Interest on toe Notes will be made solely from the proceeds of the 
Collateral, In accordance with toe priorities described under " — Priority of Payments" herein. If the 
amounts received in respect of the Coiiaterai (net of certain expenses) are insufficient to make payments 
on toe Notes, no otoer assets will be available for payment of the deficiency and, foibwing liquidation of 
all the Collateral, the obligations of the issuers to pay any su<to deficiency will be extinguished. 

interest 

The Class A-1 Notes will bear Interest at a ftoatir^ rate per annum equal to LIBOR plus [ ]%. 

The Class A-2 Notes will bear interest at a floating rate per annum equal to LIBOR plus [ ]%. 

The Class B Notes will bear interest at a floating rate per annum equal to LIBOR plus [ ]%. 

The Class C Notes will bear interest at a floating mte per annum equal to LIBOR plus [ ]%. 

The Class D Notes will bear Interest at a fioaUng rate per annum equal to LIBOR plus ( ]%. 

The Class E Notes wili bear interest at a floating rate per annum equal to LIBOR plus ( ]%. 

Interest on the Notes vrill be computed on toe basis of a 360-day year and the actual number of 
days elapsed. Interest will aco-ue on the aggregate outstanding principal amount of each Class of Notes 
(determined as of the first day of each Interest Period and after giving effect to any red^ption or other 
payment of principal occurring cm such day) from the Ciosing Date. Interest accruing for any Interest 
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Period will accrue for the period from end including the first day of such Interest Period to and Including 
the iast day of suc^ interest Period. 

Accrued and unpaid interest will be payable In U.S. Dollars quarterly in arrears on the ( } day of 
each Q.Q.Oand Q commencing on Q, 2007 (each such date, together with the Accelerated Maturity Date, a 
"Distribution Date"); p/ovfded that (I) the final scheduled Distribution Date shall be. with respect to each 
Class of Notes, the Q Distribution Date, and (ii) If any such date is not a Business Day, the relevant 
Distribution Date will be the next succeeding Business Day. 

In the event that any Distribution Date falls on a date ttiat is not a Business Day, then payment 
will be made on the next succeeding Business Day with the same force and effect as If made on the 
nominal Distribution Date, and any interest accrued far the period from or after such nominal date to the 
next succeeding Business (!fay shall not be payable on such Business Day but shall be payable on the 
next follov^ng Olstributton Date. 

As tong as the Class A Notes, the Class B N<Hes, the Class C Notes or the Class D Notes are 
outstanding, if either Coverage Test applicable to such Class of Notes is not satisfied on any 
Determination Date, ttien Interest Proceeds that would otherwae be used to make payments In respect of 
interest on any Class of Notes Subordinate to such Class vrill be used instead to redeem, first, each Class 
(if any) of Notes Senior to sucSi Class of Notes (sequentially in direct order of seniority) and, serxtnd, such 
Class of Nc^es, until each applicable Coverage Test is satisfied. See ’ — Priority of Payments." 

Any Interest on fae Class C Notes, the Class D Notes and the Class E Notes that Is not paid to 
such Class vmen due will be deferred (such Interest being referred to herein as "Deferred Interest"; 
Deferred Interest in the case of the Class C Notes being referred to herein as ‘Class C Deferred 
Interest", Deferred Interest in the case of the Class D Notes being referred to herein as "Class D 
Deferred Interest” and Deferred Interest in the case of the Class E Notes being referred to herein as 
"Class E Deferred Interest*); provided that no accrued interest on a Class of Notes shall become 
Deferred Interest unless a more Senior Class of Notes is then outstanding. Interest will accrue on the 
aggregate outstanding deferred amount at the rates of interest applicable to that Class of Notes. Upon 
the payment of Deferred Interest, the aggregate outstanding deferred amount with respect to the related 
Class of Notes will be reduced by the amount of such payment. So tong as any more Senior Class of 
Notes remains outstanding, failure to make payment In respect of Interest on the Class C Notes, the 
Class D Notes or toe Class E Notes on any Distrlbufion Date by reason of Priority of Payments will not 
constitute an Event of Default under the Indenture. 

Interest will cease to accrue on each Note or. in the case of a partial repayment, on such part, 
fttom the date of repayment or Stated Maturity unless payment of principal is Improperty withheld or unless 
default is otherwise made with respect to such payments. To toe extent lawful and enforceable, interest 
on any Defaulted interest on any Note will accrue at the interest rate applicable to suc^ Note until paid. 
"Defaulted interest* means any interest due and payable in respect of any Class A Note or any Class B 
Note or, if no Class A Notes or Class B Notes are outstandir>g, any Class C Note (other than Class C 
Deferred Interest), if no Class C Notes are outstanding, any Class 0 Notes (other than Class D Deferred 
Interest) or, if no Class D Notes are outstanding, any Class E Note (other than Class E Deferred Interest) 
that is not punctually paid or duty provided for on the applicable Distribution Date or at Stated Materity. 
Defauited Interest will not Indude Deferred Interest 

Interest Period* means (a) with respect to the Q Distribution Date (the "First Distribution 
Date") the period from, and including, the Closing Date to and excluding the First Distribution Date, and 
(b) with respect to each Distribution Date thereafter, the period from, and induding, the immediately 
preceding Distribution Date and ending cm. butexduding, such Distribution Date. 
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Calculation of LIBOR. With respect to each Interest Period, LIBOR for purposes of calculating 
the interest rate for the Not^ for such Interest Period vnll be determined by the Trustee, as calculation 
agent (the "Calculation Agent”) in accordance wifo the following provisions: 

(a) LIBOR for any Interest Period shall equal the offered rate, as determined by die 
Calculation Agent, for Dollar deposite of the Designated Maturity which appears on 
Teterate Page 3750 (or such other page as may replace such Telerate Page 3750 for the 
purpose of displaying comparable rates), as reported by Bloomberg Financial Maricets 
Commodities News, as of 11:00 a.m. (London time) on the applicable LIBOR 
Determlnadcm Date. *LIBOR Determination Date” means, with respect to any interest 
Period, the second London BanWng Day prior to die first day of such Interest Period. 

(b) If, on any LIBOR Determination Date, such rate does not appear on Teterate Page 3750 
(or such odier page as may replace su<* Telerate Page 3750 for the purpose of 
displaying comparable rates), as reported by Bloomberg Financial Markets Commodities 
News, the Calculation Agent shall determine die arithmetic mean of the ottered 
quotations of the Reference Banks to prime banks In the London interbank market for 
Dollar deposits of diree months (except that In the case where such Interest Period shall 
commence on a day that Is not a LIBOR Business Day, for a term of three months 
commencing on the next following LIBOR Business Day), by reference to requests for 
quotetions as of approximately 11:00 a.m. (London time) on such LIBOR Determination 
Date made by the Calculation Agent to the Reference Banks. If, on any UBOR 
Determination Date, at least two of the Reference Banks provide such quotations, LIBOR 
shall equal such arithmetic mean. If, on any UBOR Determination Date, fewer than two 
Reference Banks provide such quotatiwis, LIBOR shall be deemed to be the arithmetic 
mean of the offered quotations that leading banks In New York City selected by the 
Calculation Agent are quoting on the relevant LIBOR Determination Date for Dollar 
deposits for the term of such Interest Period (except that in the case where such Interest 
Period shall commence on a day that Is not a LIBOR Business Day, for a term of three 
months commencing on the next following UBOR Business Day), to the principal London 
offices of leading banks in the London interbank market 

(c) In respect of any Interest Period having a designated maturity other than three months, 
LiBOR shall be determined through the use of slraight-iine interpolation by reference to 
two rates calculated In accordance virfth clauses (a) and (b) above, one of which shall be 
determined as if the maturity of the Dollar deposits referred to therein were the period of 
time for which rates are available next shwter than the Interest Period and the other of 
which shall be determined as If the maturity were the period of time for which rates are 
avaiiabie next longer than the Interest Period; providad that, if an Interest Period is less 
than or equal to seven days, then LIBOR shall be determined by reference to a rate 
calculated in accordance with clauses (a) and (b) above as if the maturity of tiie Dollar 
deposits reterred to therein were a period of time equal to seven days. 

(d) If the Calculaticm /^ent is required but Is unable to determine a rate in acc»fdance vwth 
either procedure described in clauses (a) and (b) above, LIBOR vrith respect to such 
interest Period shall be the arithmetic mean of the offered quotations of the Reference 
Dealers as of 10:00 a.m. (New York time) on the first day of such Interest Period for 
negotiable U.S. Dollar certificates of deposit of major US. money market banks having a 
remaining maturity closest to the Designated Maturity. 
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(e) ff the Calculation ^ent is required but is unabte to determine a rate In accordance with 
any of the procedures described in clauses (a), (b) or (d) above, LIBOR with respect to 
such Interest Period will calculated on the last day of sudi Interest Period and shall be 
toe arithmetic mean of the Base Rate for each day during such Interest Perfcd. 

For purposes of dauses (a), (c), <d) and (e) above, all percentages lesulting fiom such 
calculations shall be rounded, if necessary, to the nearest one hundred-thousandto of a percentage pcMnt 
For the purples of clause (b) above, ail percentages resulting from such calculations shall be rounded, if 
necessary, to toe nearest one tolrty-sewnd of a percentage point 

As used in the caiculatbn of LiBOR above and eisevktoere in this Offering Circular: 

"Base Rata* means a ftuctoadng rate of interest determined by the Calculation Agent as being 
the rate of interest most recently announced by toe Base Rate Reference Bank at its New York office as 
its ba^ rate, prime rate, reference rate or similar rate for Dollar loans. Changes in the Base Rate will 
take effect slmuttaneousty with each change In the undertytng rate. 

"Base Rate Reference Bank" means Deutsche Bank Trust Company Americas, or if such bank 
ceases to exist or is not quoting a base rate, prime rate reference rale or similar rate tor Dollar loans, 
such other major money (»nter commercial bank In New York City, as selected by the Calculation Agent 
after <ronsu!tat!on with the Collateral Manager. 

‘Designated Maturt^ means, with respect to any Class of Notes tor each Interest Period, three 
months; provided diet, with respect to the First Distribution Date, toe Designated Maturity shall be Q days. 

"LIBOR Business Day* means a day on which commercial banks and toreign exchange rnarkets 
settle payments In Dollars in New York and London. 

"London Banking Day" means a day on v^ich commardal banks are open tor business 
(including dealings in foreign exchange and toreign currency deposits) in London. 

"Reference Banks" means four major banks in toe London Interbank market, selected by the 
Calculation Agent after consultation with the Collateral Manager. * 

"Reference Dealers* means three major deal^ In toe secondary market tor U.S. Dollar 
certificates of deposit, selected by the Calculation Agent after consultation with the Collateral Manager. 

For so long as any Note remains outstanding, the Issuers will at all times maintain an agent 
appointed to calculate LIBOR In respect of each Interest Period. As soon as possible after 11:00 a.m. 
(London time) on each LIBOR Determination Date, but in no event later than 1 1:00 a.m. (London time) on 
the Business Day immediately toilowing each LIBOR Determination Date, the Calculation Agent will 
calculate the interest rate for each Class of Notes for the related Interest Period and the amount of 
interest for such Interest Period payable In respect of eacto U.S.$1,000 In principal amount of each Class 
of Notes (In each case rounded to the nearest cent, with half a cent being rounded upward) on the related 
Distribution Date and will communicate such rates and amounts and the related Oistributicm Date to the 
Issuers, the Trustee, each Paying Agent. Euroclear, Clearstream, DTC and (for so long as any Class of 
Notes is listed on the Irish Stock Exchange) the Irish Stock Exchange. 

The Calculation Agent may be removed by the Issuers at any time. If toe Caicuiation Agent is 
unable or unveiling to act as sucto or Is removed by the issuers, the issuers will promptly appoint as a 
replacement Calculation Agent a leading bank that is engaged In transactions In Dollar deposits In the 
international Eurodollar market and which does not control and is not controlled by or under common 
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control With either of the Issuers or any affiliate thereof. The Calculation Agent may not resign Its duties 
without a successor having been duly appointed. The determination of the interest rate for each Class of 
Notes for eadi Interest Petiod by the Calculation Agent shall fin the absence of manifest enor) be finat 
and binding upon all partis. 

Principal 

The Stated Maturity of each Class of Notes is the Q C^stribution Date. Each Class of Notes will 
mature at the Steted Maturity unless redeemed or repaid prkM- to the Stated Maturity. However, the NrMes 
may be paid in foil prtor to their Stated Maturity. With respect to each Class of Notes, the earlier of toe 
Stated Maturity and the Distribution Date on which toe aggregate pnncipal amount of such Class of Notes 
is paid in full, including a Redemption Date or an Accelerated Maturity Date, is referred to herein as .the 
’Final Maturity Date”. See ’Risk Factors— Average Life of the Notes and Prepayment Considerations’ 
and "Maturity and Prepayment Considerations." Any payment c# principal with respect to any Class of 
Notes (including any payment of principal made in connection wth the Final Maturity Date) will be made 
by the Trustee on a pro rata basis on each Dlstiibution Date among the Notes of such Class according to 
the respective unpaid principal amounts thereof outstanding immediately prior to such payment. 

Principal Proceeds vHII be applied on eacto Distributicm Date in accordance with toe Priority of 
Payments to pay principal erf each Class of Notes. No payment erf principal of any Class of Notes will be 
made until all principal of, and all accnied Interest due and payable on, the Notes of each Class that is 
Senior to such Class have been paid in foil. 

However: 

(a) on each Distribution Date occurring on or before the last day of the Prbrily Distribution 
Period, Interest Proceeds will be applied, in an amount available for such purpose, if any, 
on the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to 
the Class D Priority Redemption Amount for such Distribution Date as set forth in 
Schedule G to this Offering Circular until Q% of the aggregate principal amount of the 
Class 0 Notes as of the Closing Date is redeemed; and on any Distribution Date 
occurring after Q, Q% of the Interest Prex^eds that would otherwise be paid to the 
Preference Share Paying Agent for distribotton to the holders of the Preference Shares 
will be applied to pay principal of the Class D Notes until the Class D Notes are paid in 
full; 

(b) if no Optional Redemption, Auction Call Redemption, Clean-Up Cali Redemption or Tax 
Redemption has been successfully completed before the Accelerated Amortization Date, 
on any Distribution Date occurring on or after toe Accelerated Amortization Date, interest 
Proceeds that w>u!d otherwise be paid to the Preference Share Paying Agent for 
distribution to the Preference Shareholders will be applied to pay, first, the principal of the 
Class E Nerfes, second, the principal of the Class D Notes, third, the principal of the Class 
C Notes, fourth, the principal of the Ciass 6 Notes, fifth, toe principal of the Class A-2 
Notes and s/xto, toe principal of toe Class A-1 Notes, In each case until such Ciass has 
been paid in foil; and 

(c) if the Class E Oivereton Test is not satisfied on a Determination Date, interest Proceeds 
wilt be applied on the Immediatety succeeding Distribution Date to pay principal of the 
Class E Notes In sufficient amounts to satisfy the Class E Diversion Test, See 
’Description of toe Notes— Priority of Payments." 
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Payment 

Payments In respect of principal of and Interest on any Note vwll be made to the pereon In whose 
name such Note fe registered fifteen days prior to the applicable Distribution Date (the "Record Date"). 
PaymenU on each Note will be payable by wire transfer in immediate available funds to a Doiiar- 
denomlnated aax)unt maintained by the holder diereof in accordance with wire transfer instructbns 
received by any paying agent appointed under the indenhire (each, a ‘Paying Agent") on or befc^-e ftie 
Record Date or, If no wdre transfer Instructions are received by a Paying Agent In respect of such Note, by 
a Doliar-denominated dieck drawn cm a bank in the United States mailed to the address of the holder of 
such Note as it appears on the Nc^ Register at the close of business on the Record Date for such 
payment. Final payments In respect of principal of the Notes will be made against surrender of such 
Notes at the office of the Paying Agent 

tf any payment on die Notes is due on a day that Is not a Business Day, then payment will be 
made on the next succeeding Business Day with the same force and effect as if made w the date for 
payment. "Business Day" means any day other than Saturday. Sunday or a day on which banking 
institutions are authorized or obligated by law, regulation or executive order to close In New York City, 
London or the city of the designated corporate taist office of the Trustee or, in the case of the final 
payment of principal of a Note or distribution of Excess Principal Proceeds with respect to a Preference 
Share, In the place of presentation of such Note or Preference Share. To the extent action Is required of 
the issuer ftiat has not been delegated to the Trustee, the Collatera! Manager or any agent of the Issuer 
located outeide of die Cayman Islands, the Cayman Islands shall be considered In determining “Business 
Day" for purposes of determining iwhen such Issuer action Is required. To the extent action Is required of 
the Irish Paying Agent, Ireland shall be considered In delennining "Business Day" for purposes of 
determining when such Irish Paying Agent action is required. 

For so long as the Notes are listed on the Irish Stock Exchange and the rules of such exchange 
shall so require, the Issuers wilt maintain a listing agent and a Paying Agent with an office in Ireland. 

Except as othewise required by applicable law, any money deposited with the Trustee or any 
Paying Agent In trust for the payment of principal of or interest on any Note and remaining unclaimed for 
two years after such principal or Interest has become due and payable shall be paid to the Issuer upon 
request by die Issuer therefor, and the holder of such Note shall thereafter, as an unsecured general 
creditor, look to the Issuers for payment of such amounts and all liability of the Trustee or such Paying 
Agent wWi respetrf to such trust money shall thereupon cease. The Trustee or die Paying Agent, before 
being required to make any such release of payment may, but shall not be required to, adopt and employ, 
at die eiqi^nse of the issuers, any reasonable means of notification of such release of payment, including 
mailing notice of such release to holders whose Notes have been called but have not been surrendered 
for redemption or whose right to or Interest In monies due and payable but not claimed is determinable 
from the records of any Paying Agent, at the last address of record of each such holder. 

Priority of Parents 

With respect to any Dlstributton Date, colle<^ons received on the Collateral during each Due 
Period in respect of the Collateral will be divided into Interest Proceeds and Principal Proceeds and 
applied In the priority set forth below under "—Interest Proceeds" and "—Principal Proceeds," respectively 
(coitet^ely. the "Priority of Payments"). "Due Period" means, with respect to any Distribution Date, the 
pertod commencing immediately fotlo^ng the fifth Business Day prior to the preceding Distribution Date 
(or on the Closing Date, in the case of the Due Period relating to the First Distribution Date) and ending 
on the fifth Business Day prtor to such Distribution Date (or, in the case of the Due Period that is 


51 


PSI-M&T_Bank-02-0072 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01021 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1018 


Footnote Exhibits - Page 1770 


applicable to the Distribution Date relating to the Stated Maturity of the Notes, such Due Period shall end 
on die day preceding the Stated Maturity). 

Interest Proceeds . On each Distributon Date, Interest Proceeds with respect to die related Due 
Period will be distributed in the order of prtorlty set forth below: 

(1 ) to the payment of taxes, government fees and registered office fees owed by the Issuers, 
If any; 

(2) up fe a maximum am<»mt on any Distribution Date equal to the Fee Cap Amount plus an 
amount up to U.S.$ [] per annum, (a) /frst, in the feliowing order of priority, to the 
payment to the Trustee, the Preference Share Paying Agent, the Collateral Administrator 
and die Administrate of accrued and unp^ fees owing to them under the Indenture: (b) 
second, to the payment of other accrued and unpaid administrative expenses (hicluding 
indemnides) Incurred by or on behalf of the Issuers (including any administradve 
expenses payable to the Collateral Manager, but excluding the Management Fee and the 
Auction Agent Fee, if applicable), provided that administrative expenses payable to 
Deutsche Bank Trust Company Americas (in all of its capacities) shall be paid prior to 
administradi^ expenses payable to any odier party under this clause (2), administrative 
expenses payable to the Administrator shall be paid prior to administrative expenses 
payable to any party other than Deutsche Bank Trust Company Americas under this 
clause (2), and that administrative expenses payable to parties other than the Trustee 
and Administrator shall be paid pro rata] and (c) third, prior to the date on which amounts 
on deposit in the Expense Account are d^nsferred to the Payment Account (in 
connection with the sale or disposition of substantially all of the issuer's assets) for 
application as Interest Fhxiceeds, fer deposit in the Expense Account an amount equal to 
the lesser of (x) an amount suffident to cause the balance of all Eligible Investments and 
cash in the Expense Account, Immediately after such deposit, to equal U.S.$ [ ]. and (y) 
the amount by which the Fee Cap Amount exr^ds tiie sums paid under clauses (a) and 
(b): 

(3) to the payment, pro rata, of any amount scheduled to be paid (I) to the relevant Interest 
Rate Swsp Counterparty pursuant to any interest Rate Swap Agreement, together with 
termination payments (and any accrued interest thereon) payable by the Issuer pursuant 
to any su<^ interest Rate Swap Agreement and the Synthetic Securities other than 
amounts payable by reason of an event of defeutt or termination event as to vriiich an 
Interest Rate Swap Counterparty under an Interest Rate Swap Agreement or toe 
Synthetic Security Counteiparty under the Synthetic Securities is the 'defautttng party* or 
the sole "affected party" and (ii) to the Offeetting Transaction Counterparty pursuant to 
any Offsetting Transactions together with terminatton payments (and any accrued Interest 
thereon) pa^^bie by the Issuer pursuant to any such Offeetting Transaction other toan 
amounts payable by reason of an event of defeult or termination event as to which an 
Offeetting Transaction Counterparty Is the "defeulting party" or the scrie "affected party;' 

(4) to the payment to toe Collateral Manager of toe accrued and unpaid Management Fee; 

(5) /?rsf to the payment of accrued and unpaid interest on the Class A-1 Notes (including 
Defaulted Interest and any inter^t thereon) and second, to the payment of accrued and 
unpaid interest on the Class A-2 Notes (including Defaulted interest and any interest 
thereon): 
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(6) to the payment of acotied and unpaid Interest on the Class B Notes (Including Defaulted 
Interest and any interest therewi); 

(7) If either Class A/B Coverage Test is not satisfied on the related Determination Date and if 
any Class A Note or Class B Note remains outstanding, to the payment of principal of. 
first, the Class A-1 Notes, second, the Class A-2 Notes and third, the Class B Notes, to 
the extent necessary to cause each Class A/B Coverage Test to be satisfied; 

(6} .to the payment of accrued and unpaid interest on the Class C Notes (including Defaulted 
Interest and any interest thereon and interest on Class C Deferred interest, if any. but 
excluding any Class C Deferred Interest); 

(9) if eitoer Class C Coverage Test is not satisfied on the related Determination Date and If 
any Class A Note, Ciass B Note or Class C Note remains outstanding, to Uie parent of 
principal of, first, the Class A-1 Notes, second, the Class A-2 Notes, third, the Class B 
Notes and fourth, the Class C Notes, to the extent necessary to cause each of the Class 
C Coverage Tests to be satisfied; 

(10) to the payment of Class C Deferred Interest, If any; 

(11) to the payment of accrued and unpaid Interest on the Class D Notes (Including Defaulted 
Interest and any interest thereon and Interest on Ciass D Deferred Interest, if any, but 
excluding any Class D Deferred Interest); 

(12) if either Class D Coverage Test is not satisfied on the related Determination Date and If 
any Ciass A Note, Class B Note, Ciass C Note or Class D Note remains outstanding, to 
the payment of principal of, first, the Class A-1 Notes, second, the Class A-2 Notes, third, 
the Class B Notes, fourth, the Class C Notes and fifth, the Class 0 Notes, to the extent 
necessary to cause each of the Class D Coverage Tests to be satisfied; 

(1 3) to the payment of Class D Deferred Interest, If any; 

(14) to the payment of accrued and unpaid interest on the Class E Notes (including Defaulted 
Interest and interest thereon and interest on Ciass E Defen^d interest, If any, but 
excluding any Class E Deferred Interest); 

(1 5) to the payment of Class E Deferred Interest, If any; 

(16) If the Class E Diversion Test Is not satisfied on the related Determlnatbn Date and if any 
Class A Note, Class B Note, Class C Note. Ciass D Note or Class E Note remains 
outstanding, to the payment of principal of the Class E Notes, to the extent necessary to 
cause the Class E Diversion Test to be satisfied; 

(1 7) . (i) on any Distribution Date occurring on or before the last day of the Prforlty Distribution 

Period, to toe payment of principal of the Ciass D Notes In an amount up to the Class D 
Priority Redemption Amount for such Distribution Date as set forth In Schedule G to this 
Offering Circular until 0% of the aggregate principal amount of the Ciass D Notes as of 
toe Closing Date is redeemed; and (ii) on any Distribution Date occurring after the Q 
Distribution Date-to the-payment-of principal.<^ the Class D Notes until the Class D Notes 
are paid in full in an amount equal to 0% of tbe Interest Proceeds that would otherwise be 
paid on such Distribution Date under dause (21) below but for the application of this 
cteuse (17); 
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(18) to the payment, pro rata, of any termination paymente (and any atxryed interest thereon) 
payabte by the issuer pui^uant to any Interest Rate Svrap Agreement, the Syndietic 
Securities or the Offsetting Transactions by reason of an event of default or termination 
event as to which an Interest Rate Swap Counterparty under an Interest Rate Swap 
freemen! or the S^thetic Security Counten^riy under the Synthetic Securities or the 
C^etting Transaction Cojnterparty under the Offsetting Transactions is the ’defeulting 
party" or the soie "affected party"; 

(19) to the payment of ail other accrued and unpaid administrative expenses of the issuers 
(including any accrued and unpaid fees and expenses owing to the Trustee, the Note 
Registrar, the Preference Share Paying Agent, ttie Collateral Manager (otoer than the 
Management Fee), the /Action Agent, the Share Registrar and the Administrator under 
toe Indenture, the Management Agreement, the Preference Share Payir^ ^ency 
Agr^ment and the Administration Agreement) not paid in fuii pursuant to and in toe 
order stated in clause (2) above (whether as the result of the limitations on amounts set 
forth therein or otherwise); 

(20) if no Optional Redemption, Auction Call Redemption, Clean-Up Call Redemption or Tax 
Redemption has been successfully completed before the Accelerated Amortization Date, 
on any Distribution Date occurring on or after the Accelerated Amortization Date, first, to 
the payment of prlndpai of the Class E Notes until the Class E Notes have been paid in 
full, second to toe payment of principal of toe Class D Notes until the Class D Notes have 
been paid in full, third, to the payment of principal of toe Class C N^es until the Class C 
Notes have been paid in full, fourth, to the payment of principal of the Class B Notes until 
the Class B Notes have been paid in full, fi^. to the payment of principal of the Class A-2 
Notes until the Class A'2 Notes have been paid in ^11; end sixth, to the payment of 
principal of the Class A-1 Notes until the Class A-1 Notes have been paid in full; and 

(21) the remainder ("Excess Interest"), to be released from toe lien of the Indenture and paid 
(upon standing order of the Issuer) to the Preference Share Paying Agent for deposit into 
toe Preference Share Payment Account for payment to the holders of toe Preference 
Shares as a distribution by way of dividend thereon. 

Princfoal Proceeds . On each Distribution Date, Principal Proceeds with respect to toe related 
Due Period will be distributed in the order of priority set forth below: 

(1) to the payment of toe amounts referred to In clauses (1) through (6) under * — interest 
Proce«is" In the same order of priority specified therein, but only to the extent not paid in ’ 
full thereunder; 

(2) so long as each of the Overcollateralization Tests is in compliance (after applicatirm of 
payments under all dauses under "•<- Interest Proceeds' and clause (1) above) and 
remains in cc^npllance (after giving effect to the payments in this clause (2)), to the 
payment of accrued and unpaid interest on the Class C Notes, but only to the extent not 
paid in fell In dause (8) under "—interest Proceeds"; 

(3) (i) so long as each of the Overcoltateraiizatbn Tests is in comptiance (after application of 
payments -under all dauses under "r— Interest Proceeds' and clauses (1) and (2) above) 
and remains In compliance (after giving effect to toe payments in this clause (3)), to the 
payment of accrued and unpakl interest on the Class D Notes, but only to the extent not 
paid in fell In clause (11) under Interest Proceeds'; and (li) during toe Reinvesbnent 
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Period, Principal Proceeds from the Disposition of, or principal payments on, Underlying 
Assets that are Investment Grade may at the Collateral Manager’s sole discretfon 
(exercised on behalf of the Issuer) be deposited into (x) the Collection Account for 
investment on a later date In additional Underlying Assets that are Investment Grade, or 
(y) the Synthetic Cotiaterai Acccwnt to be Invested In Eligible Investments, in each case, 
in accorxiance with the Et^ibility Criteria and the Coltatera! Quality Tests as more fully 
described herein; 

(4) to die payment of prin^pal of the Class A-1 Notes until the Class A-1 Notes have been 
paid In hjll; 

(5) to the payment of principat of the Class A>2 Notes until the Class A-2 Notes have been 
paid In full; 

(6) to the payment of principal of the Class B Notes, until die Class B Notes have been paid 
in full; 

(7) to the payment of amounts referred to in clause (8) and then clause (9) under ’ — Interest 
Proceeds," but only to the extent not paid in full thereunder or under clause (2) above; 

(8) to the payment of prlndpal of the Class C Notes until the Class C Notes have been paid 

in full; 

(9) to the payment of amounts referred to in clauses (11) and (12) under "—interest 
Proceeds." but only to the extent not paid In ^ill thereunder or under clause (3) above; 

(10) to the payment of principal of the Class D Notes until the Class D Notes have been paid 
in full; 

(11) to the payment of amounts referred to In clauses (14) and (15) under "—Interest 
Proceeds," but only to the extent not paid in full thereunder; 

(12) to the payment of prlndpal of the Class E Notes until the Class E Notes have been paid 
in full; 

(13) to the payment of amounts referred to In clauses (18) and (19) under " — Interest 
Proceeds" in the same order of priority, but only to the extent not paid in full thereunder: 
and 

(14) vtrito respect to the remainder ("Excess Principal Proceeds"), to be released from the 
lien of the Indenture and paid (upon standing order of the issuer) to the Preference Share 
Paying Agent for deposit into the Preference Share Payment Account for payment to the 
Preference Shareholders as a dividend on the Preference Shares or (on any date upon 
which the Preference Shares are redeemed) as payment by way of redemption of the 
Preference Shares as provided In the Issuer Charter. 

Notwittistanding any erf toe forgoing provisions, on the Final Maturity Date, the interest 
Proceeds, the Principal Proceeds and any funds in the Expense Account wili be distributed in the 
following order <rf prtorfty:-..(|) to.make.payrnents of. the amounts referred to in clauses (1) torough (4) 
ynder " — Interest Proereeds’ in toe same order of priority specified therein; (li) to make payments on the 
Notes in the feibwing order: first, to toe payment of toe accrued and unpaid Interest (including any 
Defaulted Interest and any Interest thereon) on the Class A-1 Notes, and then to the payment of the 
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accrued and unpaid interest (tnduding any Defaulted interest and any interest thereon} on the Cle^s A-2 
Notes, second, to the payment of the aggregate prindpal arTK>unt of the Ctess A-1 Notes and then to the 
payment of the aggregate piincipai amount of the Class A-2 Notes, third, to the payment of the accrued 
and unpaid interest (including De^utted Interest and any interest thereon) on the Class B Notes and then 
to the payment of the aggregate principal amount of the Class B Notes, fourth, to the payment of the 
accrued and unpaid interest (including any Class C Deferred interest and any interest diereon, and any 
Oefeulted Interest and any interest thereon) on the Class C Notes and then to the payment of the 
aggregate prindpal amount of the Class C Notes, fifth, to the payment of the accrued and unpaid interest 
(including any Class 0 Cteferred Interest and any interest thereon, and any Defaufted interest and any 
interest thereon) on the Class D Notes and then to the payment of the aggregate principal amount of the 
Class D Notes, and sixth, to the payment of the accrued and unpaid interest (including any Class E 
Deferred Interest and any interest thereon, and any Defaulted Interest and any Interest thereon) on the. 
Class E Notes and then to the payment of the aggregate principal amount of the Class E Notes, until 
each class is paid in full; (lii) to make payments of the amounts referred to in clauses (18) and (19) under 
« — Interest Proceeds" in ttie same order of priority specified therein and (iv) the remainder to make 
dividend cw redempHon payments, as applicable, to the Preference Shareholders. 

In the event that Excess Interest or Excess Principal Proceeds cannot be distributed to ttie 
Preference Shareholders due to restrictions on such distrfouttons under the laws of the Cayman Islands, 
the Issuer wHI! notify the Preference Share Paying Agent and ail such amounts will be held In the 
Preference Share Payment Account until the First CMstribution Date or (In the case of any payment 
otherwise due on a redemption date of the Preference Shares) the first Business Day on vi4iich the Issuer 
notifies the Preference Share Paying Agent that such distribution can be made to the Preference 
Shareholders (subject to the availability of such amounts under Cayman Islands law to pay any liability of 
the Issuer not limited in recourse to the Collateral). 

Except as otherwise expressly provided in the Priority of Payments, If, on any Distribution Date, 
the amount available in the Payment Account from amounts received in the related Due Period is 
insufficient to make the full amount of the disbursements required by any paragraph in this section to 
different Persons, the Trustee will make the disbursements called for by such paragraph ratably In 
acccwdance v^tii ttie respective amounts of such disbursements then due and payable to the extent fends 
are available therefor. 

On or prior to the latest Stated Maturity of the Notes, a redemption of the Preference Shares, a 
Mandatory Redemption, a Tax Redemption, a Clean-Up Call Redemption or an Auction Call Redemption, 
the Issuer (or the Collateral Manager acting pursuant to the Management Agreement on behalf of the 
Issuer) will Dispose of all of the Underlying Assets and ait Eligible Investments and sell or liquidate all 
other Collateral; and, after the payment (In the order of priorities set forth above) of all (a) fees, (b) 
expenses (including any amount owing by the Issuer under any Interest Rate Swap Agreement), (c) 
interest (including any Defaulted Interest and interest on Defaulted Interest and any Deferred Interest and 
interest cm Deferred Interest) on and principal of the Notes and (d) Excess Interest in respect of the 
Preference Shares, all remaining proceeds from such sales and liquidations and all available cash will be 
paid to the Preference Share Paying Agent for deposit Into the Preference Share Payment Account for 
(subject to the restrictions on dlstribultons under the laws of the Cayman Islands) payment to the 
Preference Shareholders as a distribution by way of redemption, whereupon all of the Notes and 
preference Shares v^if be cancelled. The issuer will be entitfed to retain for its own account tee [250] 
shares of common -stock it holds Iri tee.- Co-Issuer, tee US$[250J representing Its share capital and 
U.S.SpSO] representing a profit fee to the issuer, together with any interest atxrued thereon. 
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"Accelerated Amortization Date” means, if no Optional Redemption, Auction Cal! Redemption, 
Clean^Jp Cal! Redemption or Tax Redemptfon has been successfully completed before the 0 Distribution 
Date, such date. 

"Aggregate PHncipal/Notionai Balance" means, (i) when used with respect to one or more 
Underlying ^sets, the sum of the Principal^otional Balances of such Underlying /^sets on the date of 
determination, and (ii) with respect to Eligible Investments, the aggregate Balance of such Eligible 
investments. 

"Applicable Recovery Rate" means, with respect to any Underlying Asset (which shall mean 
with resjrect to a Bathetic Security, the related Reference Obligation) on any Measurement Date, an 
amount equal to the lower of (a) ttie percentage for such Underlying Asset set forth in the Moody's 
Recovery Rate Matrix attached as Schedule F hereto In (i) foe applicable table therein, (ii) foe row in 
su(fo table opposite the applicable percentage of the underlying capital structure and (Hi) the column in 
such tabte below foe Moody's Rating of such Undert^ng Asset as of the date of issuance of such 
Underlying Asset, or (b) the percentage for such Underlying ^set set forth in the Standard & Poor's 
Recovery Matrix attached as Schedule E hereto in (i) foe applicable table, (ii) the row in such table 
opposite foe Standard & Poor's Rating of such Underlying Asset as of the date of Issuance of such 
Undertylng Asset and (it!)(x) for purposes of determining the Standard & Poor's Recovery Rate, foe 
column In such table below foe current rating of foe respective Class of Notes or (y) for purposes of 
determining foe Calculation Amount, foe column In such table below foe current rating of foe most senior 
Class of Notes cHitstanding. 

"Bankruptcy Event’ means with respect to any entity: (a) an involuntary proceeding shall be 
commenced or an involuntary petition shall be filed seeking (I) winding up, liquidation, reorganization or 
other relief In respect of such entity or Its debts, or of a substantial part of Its assets, under any 
bankruptcy, Insolvency, receivership or similar law now or hereafter In effect or (II) the appointment of a 
receiver, trustee, custodian, sequestrator, conservator or similar offlcla! for such entity or for a substantial 
part of its assets, and, In any such case, such proceeding or petition shall continue undismissed for 60 
days; or an order or decree approving or ordering any of foe fixegoing shaH be entered; or (b) such entity 
shall (I) voluntarily commence any proceeding or file any petition seeking winding up, liquidation, 
reorganization or other relief under any bankruptcy, Insolvency, receivership or similar law now or 
hereafter in effect, (II) consent to the Institution of, or fall to contest in a timely and appropriate manner, 
any proceeding or petitbn described in clause (a) of this definition, (iii) apply for or consent to the 
appointment of a receiver, trustee, custodian, sequestrator, conservator or similar official for sudi entity or 
for a substantial part of its assets, (iv) file an answer admitting foe material allegations of a petition tiled 
against it in any such proceeding, or (v) make a general assignment for the benefit of creditors or (vi) take 
any action for the purpose of effecting any of the foregoing. 

"Calculation Amount" means, with respect to any Defaulted Asset at any time, foe lesser of (a) 
the fair market value of such Defaulted Asset as determined by foe Collateral Manager and (b) the 
amount obtained by muHIpfytng the Applicable Recovery Rate by foe Principal/Notlonal Balance of such 
Defaulted Asset. 

"Convertible Bond" means a bond, debenture or other fixed income security which may be 
exchanged by the rnvner for common stock or another security, usually of the same company, in 
accordance with the terms of the issue. 

"Defaulted Asset" means any Underlying Asset (v^ich shall mean with respect to a Synthetic 
Security, the related Reference Obligation) or any other security Included in foe Cdlaterai: 
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(a) as to which (!) the issuer thereof has failed to make a scheduled payment of principal or 
interest without giving effect to any grace peitod or walven provided toat a payment 
de^ult of up to three (3) Business Days with respect to which toe Ce^iaterai Manager 
cerdfies in vwidng to the Trustee, in its reasonable judgment, is due to non-credit and 
non-fraud related reasons shall not cause an Underlying Asset to be classified as a 
Defaulted Asset or (ii) pursuant to its Underlying instruments, there has occurred any 
default or event of detoult which entities toe holders thereof, with notice or passage of 
time or both, to accelerate the maturity (whether by mandatory prepayment, mandatory 
redemption or otherwise) of ait or a pc^n of the outstanding principal amount of such 
security, unless (A) in the case of a defeult or event of default consisting of a failure of the 
obli^r on such security to make required Interest payments, such security has resumed 
current payments of interest in cash {provided that no restructuring has been effected) or 
(B) In toe case of any other default or event of default, such default or event of default is 
no longer continuing; 

(b) that ranks pad passu with or subordinate to any other material indebtedness for borrowed 
money owed by the issuer of such Underlying Asset (for purposes hereof, "Other 
Indebtedness") if such issuer had defaulted in the payment of principal or Interest with 
respect to such Other Indebtedness; provided that a payment default of up to three (3) 
Business Days with respect to which the Colteteral Manager certifies in writing to toe 
Tnistee, In Its reasc^able judgment, is due to non-credit and non-fraud related reasons 
shall cause an Underlying Asset to be classified as a Detoulted Asset; provided, 
further, that (n toe case of a default or event of default consisting of a failure of the obligor 
on such security to make required Interest payments, such Other Indebtedness has 
resumed current payments of interest (Including all accrued interest) in cash (whether or 
not any waiver or restructuring has been effected), provided that a security shall be 
considered a Defaulted Asset pursuant to this clause (b) only if either (i) such default or 
event of default results In the assignment of a rating of "CC" or lower or "O* or “SD" by 
Standard & Poor's or "Ca" or "C" by Mood/s, or (11) toe Colialerai Manager, based upon 
due inquiry in accordance with toe practices and procedures followed by investment 
managers of recognized standing, has obtained knowledge of such default or event of 
default and any characterization by the Coliaterai Manager of such security other than as 
a "Defaulted Asset" fails to sattefy the Rating Condition; 

(c) as to which a Bankruptcy Event has occurred and Is continuing with respect to an entity 
toat is: (i) wfto respect to securities issued by an Issuer directly, the special purpose entity 
that is the issuer of such securities, or (II) wfto respect to securities Issued by truste to 
which an entity deposits assets, either (A) the spedal purpose entity that Is the depositor 
to the trust that issues such securities, or (B) the trust that issues such securities; 

(d) that Is rated (I) "CC" or lower or "D" or "SD" by Standard & Poor's or a rating withdrawn 
by Standard & Poor's, or (il) "Ca" or "C" by Moody's; 

(e) In respect of any Underlying Asset that Is a PIK Bond, of which there has been a failure to 
pay interest (i) in a cumulative amount equal or exceeding the interest due during one 
payment period (If such Underlying Asset Is rated (or privately rated for purposes of the 
Issuance of the Underlying Asset) below “Baa3" by Moody's) or (il) for two consecutive 
payment periods even if by its terms It provides tor toe deferral and capkalization of 
Interest thereon, but only until such time as payment of Interest on such Underlying Asset 
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has t^sumed and aii deferred interest has been paid in accordance vi^th the terms of the 
related Underlying Instrument; or 

(f) which Is a Synthetic Security with respect to which the relevant Synthetic Security 
Counterparty has defaulted in the performance of its payment obligahons under such 
Synthetic Security. 

"Deferred Interest PiK Bond* means a PIK Bond with respect to which payment of mterest 
either in whole or in part has been deferred in an amount equal to (a) If such PIK Bond has a Moody's 
Rating erf at least "BaaS", the aritount of interest payable In respect of the lesser of (x) two payment 
peiiexis and (y) a period of one year; or (b) If such PIK Bond has a Moody's Rating of below "BaaS', the. 
amount of interest payable in respect of the lesser of (x) one payment period and (y) a period of six 
monttis, but only until such time as payment erf interest on such PIK Bond has resumed and all capitalized 
and deferred interest has been paid in accordance with the terms of the rele\^nt Underlying Instruments. 

’Determination Date* means the last day of a Due Period. 

‘Discount Underlying Asset' means 

(i) any Underlying Asset (other than a Defaulted Asset or a Deferred Interest PIK Bond) that 
Is a Floating Rate Security and has a Moody's Rating of "Aa3' or higher acquired by the Issuer after the 
Closing Date ftx* an acquisition price of less than {92J% of the Prlndpal/Notjonal Balance of such 
Underiying Asset, unless the market value for such Underlying Asset equals or exceeds [95]% of the 
PrIndpaWoHonal Balance of such Underlying Asset (as certified by the Collateral Manager to the 
Trustee) for 60 consecutive days, 

(li) any Underlying Asset (other than a Defaulted Asset or a Deferred Interest PIK Bond) that 
is a Fixed Rate Security and has a Moody's Rating of 'AaS* or higher acquired by the Issuer after the 
Ctosing Date for an acquisition price of less than (05]% of the Principel/Notlonai Balance of such 
Underlying Asset, unless the market value for such Underiying Asset equals or exceeds (MJ% of the 
Prlncipal/Notlonal Balance of such Underiying Asset (as certified by the Collateral Manager to the 
Trustee) for 60 consecutive days and 

(ill) any Underlying Asset (other than a Defeutted Asset or a Deferred interest PIK Bond) that 
has a Moody's Rahng below *Aa3” acquired by the Issuer after the Closing Date for an acquisition price of 
less than [75)% of the Princlpal/Notlonal Balance of such Underiying Asset; provided that such Underiying 
Asset shall cease to be a Discount Underiying Asset at such time as the market value of such Underiying 
Asset equals or exceeds [85}% of the Principal/Notiona! Balan^ of such Underiying Asset (as certified by 
the Collateral Manager to the Trustee) for 60 consecutive days. 

‘Eiigibte Country* means a Group I Country or a Group II Country, Austria, Denmark or a 
country that Is an Eligible SPV Jurisdiction, provided that, at the time of such acquisition of any Asset, 
such country has a foreign currency credit rating of at least ’AA* by Standard & Poor's and 'Aa2' from 
Moody's. 

’Eligible SPV Jurisdiction" means the Bahamas, the British Virgin Islands, the Cayman Islands, 
Bermuda, Luxembourg, the Netherlands Antilles, the Channel Islands, Jersey. Guernsey or (subject to 
satisfaction of the .Rating Agency Condition) any similar jurisdiction, provided that the related crf>ligor or 
issuer Is a special purpose entity. 

"Excepted Property' means (a) the Preference Share Payment Account and ail of the fends and 
otoer property from time to time deposited In or credited to the Preference Share Payment Account and 
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the proceeds thereof, (b) the |250] shares of common stock of flie Co-Issuer, par value U.S.$1.00 per 
share, owned by the Issuer, (c) U.S.$(250] represenang the paid share capital on toe wdinary shares of 
the Issuer, and (d) U.S.${250] representing a profit fee to the issuer, togetoer vrith any interest accruing 
thereon, and the bust account in which sucto monies are held. 

"Fee Cap Amount" means, on any Distribution Date, Q% of the Quarteriy Asset Amount per 
annum subject to an annual minimum of $Q. 

"Floating Rate Security* means (i) any Asset-Backed Security that is expressly stated to bear 
interest based upon a floating rate Index and (ii) any Syntoetic Security or Offset Transaction so 
designated by the Coiiatera! Manager at toe time of purchase. 

"Fixed Rate Security" means any Asset-Backed Security other than a Boating Rate Security. 

"Group I Countries* means Australia, Canada, the Netherlands and toe United Kingdom. 

"Group II Countries" means Germany, Ireland, New Zealand, Sweden and Switzerland. 

Interest Only Security" means an Asset-Backed Security that does not provide for toe 
repayment of a stated principal amount in one or more installments on or prior to the date three Business 
Days prior to the Stated Maturity of the Notes. 

"interest Proceeds" means, with respect to any Due Period: 

(1 ) the sum (without duplication) of 

(a) all payments of interest and other income on the Underlying Assets and 
Delivered Obligations (other than Defaulted Securities) received in cash during 
such Due Period; 

(b) ail payments of Interest (including any amount representing the accreted portion 
of a discount from the face amount of an Eligible investment) on Eligible 
Investments in the Collection Accounts received, in cash by the Issuer during 
such Due Period and all payments of principal, including repayments, on Eligible 
Investments purchased wito amounts from the Interest Collection Account 
received by the Issuer during such Due Period; 

(c) alt amendment and waiver fees, all late payment fees, and all other fees and 
commissions received in cash by the Issuer during such Due Perkxi in 
connection with such Underlying Assets and Eligible Investments (other than 
fees and rammlssions received in respect of Defeutted Securities and Written 
Down Securities and yield maintenance payments included in Principal Proceeds 
pursuant to clause (c) and clause (j) of toe definition thereof); 

(d) ay payments of interest received In respect of a Defaulted Asset in excess of an 
amount equal to toe Principal/Nofional Balance of such security at the time it 
became a Defeulted Asset; 

(e) all accrued Interest received In cash by the Issuer In connection wito the sale or 
liquidation of any Underlying Asset other than accrued Interest purchased with 
Prindpal Proceeds; 
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(f) ail {payments received pursuant to any interest Rate Svrap ^reement (excluding 
any payments received by the issuer by reason of an event of de^uit or 
terminaticxi event) tess any deferred premium payment, if any, pa^bie by the 
issuer under such interest Rate Swap Agreement with respect to such Due 
Period; 

(g) (i) any amounts received from each Synthetic Security Counterparty relating to 
each S^dietic Security with respect to such Due Period (including any Fixed 
Amounts and interest Shortfail Reimbursement Payment Amounts (as defined in 
Schedule H in the case of Reference Obligations that are RM^ Seojrities, 
Schedule i In die case of Reference Obligations that are ABX Tranche 
Securities, Schedule J in the case of Reference Obligations that are CMBS 
Securities or Schedule K in the case of Reference Obiigations that are CDO 
Securities) but excluding, for the avoidance of doubt, any premium relating to the 
following Due Period), other than Writedown Reimbursement Payment Amounts, 
Rindpal Shortfall Reimbursement Payment founts (each as defined in' 
Schedule H in the case of Reference Obligations that are RMBS Securities, 
Schedule I in the case of Reference Obligations that are ABX Tranche 
Securities, Schedule J in the case of Reference Obligations that are CMBS 
Securities or Schedule K in the case of Reference Obligations that are CDO 
Securities), any upfront payment or any termination payment received wrtth 
respect to early termination of a Synthetic Security (including proceeds from 
iiquidatlon of any collateral posted by the Synthetic Security Counterparty to 
secure Its obligations under the Synthetic Securities); (ii), without duplication, any 
Net Scheduled Periodic Offsetting Transaction Payments received by the issuer 
with respect to Offset Transactions; 

(h) all earnings on Eligible Investments on deposit In the Synthetic Security 
Collateral Account that are transferred to the Interest Collection Account as 
described below under “Security for the Notes— The Accounts— Synthetic 
Security Collateral Account"; 

(i) alt Earnings (as defined in the related investment Agreement) received by the 
issuer and payable under the Investment Agreement on or before the related 
Distribution Date; and 

(I) all amounts on deposit In the Expense Account that are transferred to the 
Payment Account for application as interest Proceeds as described below under 
"Security for the Notes — The Accounts— Expense Account"; provided that 
Interest Proceeds shall In no event include (I) any payment or proceeds 
specifically defined as “Principal Proceeds* in the definition therecrf or (il) the 
Excepted Property; 


minus 

(2) the sum of (I) any Interest Shortfail Amounts paid by the Issuer to each Synthetic Security 
Counterparty and (Ii) any inttiai payments made by the Issuer to foe Offsetting 
Transacfcn Counterparty In connectton vWth the entry into an Offsetting Transaction. 

"issue* means an Underlying Asset or Synthetic Security consisting of or referendng a single 
Asset'Backed Security, Identified by Its (I) series and class, and (II) CUSIP number or other identifying 
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number. For the aw^dance of doubt, Underlying Assets cm' Synthetic Securibe's consisting of or 
referencing two Asset-Backed Securities issued by the same issuer and tesued in the same seri^, but in 
separate classes or tranches, shall be deemed to be separate Issues. 

*MaJority-in-lnterest of Pre^rence Shareholders* means, at any time. Preference 
Shareholders Mrtiose aggregate Voting Percentages at such time exceed 50% of all Preference 
Shareholders' Voting Percentages at such time. 

*Ma^iri Stock* means 'Margin stock* as defined under Regulations T, U and X issued by the 
Board of Governors of the Federal Reserve System. 

*Measur^ent Date* means any of the following: (a) any date after the Closing Date on which an 
Underlying /^set becomes a Defaulted Asset, (b) each Determination Date, (c) the last Business Day of 
any calendar month (other than the month prior to which there is a Determination Date), and (d) with 
reasonable notice to the Issuer and ttie Trustee, any other Business Day that any Rating Agency 
requests be a "Measurement Date*; provid&d that, if any such date would otherwise fall cwi a day ftiat is 
not a Business Day, the relevant Measurement Date will be the next succeeding day that is a Business 
Day. 

"Negative Amortization Security" means an Asset-Backed Security whose underiykig portfolio 
consists of at least {25]% of mortgages with a negative amorttaftion feature. 

*Net Outstanding Underlying Asset Balance* means, as of any Measurement Date, an amount 
equal to (a) the sum of (!) the Aggregate Principai/Notional Balance on such Measurement Date of all 
Underlying Assets, (ii) the Aggregate Pflndpat/Notional Balance of all Principal Proceeds and Uninvested 
Proceeds held as cash, all Disposition Proceeds on deposit in the Disposition Proceeds Account and 
Eligible Investments, purchased with Principal Proceeds or Uninvested Proceeds, and (lii) for each 
Defaulted Asset, the Calculation Amount with respect to such Defaulted Asset minus (b) the sum of the ‘ 
Aggregate Principai/Notional Balance on such Measurement Date of all Underlying Assets that are either 
(I) Defaulted Securities or (il) Equity Securities; provided that solely for the purpose of calculating the Net 
Outstanding Undertying Asset Balance in connection with the Class A/B Overcollateralization Ratio, the 
Class C OveroDllateralization Ratio, the Class D Overcollateraiization Ratio and the Class E Diversion 
Test the Net Outstanding Underlying Asset Balance shall be deemed to equal the lesser of the Moody's 
Haircut Value and the Standard & Poor's Haircut Value, as determined as set forth betow: 

For the purposes of this definition of "Net Outstanding Underlying Asset Balance*, the 
followng terms shall have the meanings set forth below: 

“Moody’s Haircut Value’ shall have the follovrtng meaning for any Underlying Asset that 
has a Moody's Rating of below *Baa3”, and no meaning for any Underlying Asset with a 
Moody's Rating of "Baa3* or higher (for the purpose of all clauses of the definitfon of 
Mood/s Haircut Value, any reference to a Mocxl/s Rating of an Underlying Asset shall, 
vwth respect to a Synthetic Security, mean a reference to the Moody's Rating of the 
related Reference Obligation); 

(a) if on any date toe Aggregate Prtocipal/Notlona! Balance (determined without 
regard to this clause (a)) of all Underlying Assets (otoer than Defaulted Assets 
and Deferred Interest PIK Bonds) that have a Moody's Rating of ’Bar, "Ba2* or 
*Ba3" exceeds Q% of toe Abrogate Principed/Nollonal Balance of all Underlying 
Assete and Prindpal Proceeds (“Moody's Limit 1“), then toe Aggregate 
Principai/Notional Balance of toe Underlying Assete a>nstituting sudi excess 
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shall be deemed to equal 90% of the actual Abrogate Principai/Notional 
Balance of such Undeilying Assets (determined without regard to thb clause (a)); 

(b) if on any date die Aggregate Princlpal^odonal Balance (determined without 
regard to th'ts clause (b)) of all Underlying Assets (other than Defaulted Assets 
and Deferred Interest PIK Bonds) that have a Moody's Rating of 'Br. *B2" or 
*B3" exceeds (0}% of the Aggregate Principai/Notional Balance of all Underlying 
Assets and Principal Proceeds ("Moody's Limit 2"), then the Aggregate 
Prlndpal/Notionai Balance of the Underlying Assets constituting such excess 
shall be deemed to equal 80% of the actual Aggregate Principal/Notbnal 
Balance of such Underlying Assets' (determined without regard to this clause (b)); 
and 

(c) If such Underlying Assets (other than Defaulted Assets and Deferred Interest PIK 
Bonds) have a Mood/s Rating of below "83* exceeds [0]% of the Aggregate 
Principal/Notbnal Balance of ail Underlying Assets and Principal Proceeds, then 
the Aggregate Principal/Notbnal Balance of such Underlying Assets shall be 
deemed to equal 50% of the actual Aggregate Principal/Notbnal Balance of such 
Underlying Assets (determined without regard to this clause (c)); 

provided hatthe reductbns contemplated by clauses (a), (b) and (c) immediately 
above shall be without duplication; provided furtherthat each of Moody's Limit 1 
and Moody's limit 2 may be up to [5] percentage points larger than set out above 
(a8 determined by the Trustee in a manner maximizing the Net Outstanding 
Underlying Asset Balance as of the date of determinatbn) so bng as the 
aggregate of Moody's Umit 1 and Moody's Limit 2 is not more than []%• 

"Standard & Poor's Haircut Valua' shall have the foliowing meaning set forth in clauses 
(a) and (b) below for any Underlying Asset that has a Standard & Poor’s Rating of below 
"BBB-", and no meaning for any Underiying Asset that has a Standard & Poor’s Rating of 
"BBB-* or higher. For the purpose of all clauses of the definition of Standard & Poor's 
Ha^cut Value, any reference to a Standard & Poor's Rating of an Underiying Asset shall, 
with respect to a SynUietic Security, mean a reference to a Standard & Poor's Rating of 
the related Reference Obilgalbn: 

(a) if on any date die A^regate Principal/Nofionai Balance (determined vtrithout 
regard to this clause (a)) of all Underlying Assets (other than Defaulted Assets 
and Deferred Interest PIK Bonds) that have a Standard & Poor’s Rating of ’BB+*, 
“BB* or "BB-" exceeds Q% of the Aggregate Principai/Notional Balance of all 
Underlying Assets and Principal Proceeds ("S&P Limit 1"), then the ^gregate 
Principai/Notional Balance of the Underling Assets constituting such excess 
shall be deemed to equai 80% of the actual Aggregate Principai/Notional 
Balance of such Underlying Assets (determined without regard to this clause (a)); 

(b) if on any date the Aggregate PrincipaW'lotional Balance (determined without 
regard to this clause (b)) of aH Underlying Assets (other than Defaulted Assefe 
and Deferred Interest PIK Bonds) that have a Standard & Ftoor's Rating of ‘8+*, 
"B* or "B-" exceeds {0]% of the Aggregate Principai/Notional Balance of all 
Underlying Assets and Principal Proceeds ("S&P Limit 2"), then the Aggregate 
Principai/Notional Balance of tiie Underling Assets constituting such excess 
shall be deemed to equal 60% of the actual Aggregate Principal/Notbnal 
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Baian^ of su^ Underlying Assets (detemnined without regard to this clause (b)); 
and 

{c) If such Underlying /^sets (other than Defaulted ^sets and Deferred interest PiK 
Bonds) have a Standard & Poor's Rating of below 'B-* exceeds [0]% of the 
Aggregate Prindpal/Notionai Balance of all Underlying ^sets and Principal 
Proceeds fS&P Limit S"), then the Aggregate Prindpal/Notionai Balance of such 
Underlying Assets shall be deemed to equal 70% of the actual A^regate 
Prindpal/Ncrtlonal Balance of such Underlying Assets (determined without reganl 
to this clause (c)); 

prowded that the reductions contemplated by dauses (a), (b) and (c) Immediately above 
shall be wlttiout duplication; provided further diat each of S&P Limit 1, S&P Limit 2 and 
S&P Limit 3 may bo up to (5] percentage points larger than set out above (as determined 
by the Trustee in a manner maximizing the Net Outstanding Underlying Asset Balance as 
of Sie date of determinaUon) so long as the aggregate of S&P Limit 1, S&P Limit 2, and 
S&P Limit 3 Is not more than Q%. 

Solely for purjroses of the calculation of the Class A/B Overcollateralization Ratto, the Class C 
Overcollateralization Ratio, the Class D Overcollateralization Ratio and the Class E Diversion Test (and 
without duplication of any reduction under dauses (a) and (b) of the definitton of Net Outstanding 
Underlying Asset Balance), the Prindpal/Notionai Balance of any Discount Underlying Asset acquired 
after the Closing Date shall be the original acquisition price of such Discount Underlying Asset. 

“Net Scheduled Periodic Offsetting Transaction Payment' means In respect of an Offset 
Transaction that comprises: the long component of an CWfeel Transactbn and the related Offsetting 
TransacUon, the difference between premium payments due to the Issuer frcm the Synthetic Security 
Counterparty and the Scheduled Periodic Offsetting Transaction Payments due to the Offsetting 
Transaction Counterparty from the Issuer pursuant to the terms of the Offsetting Transaction. 

"PIK Bond" means any Underlying Asset that pursuant to the terms of the related Underlying 
Instrumente (a) permits the payment of interest thereon (with respect to such payments due on or alter 
the date on which the security is purchased by the Issuer) to be deferred and capitalized as additional 
principal thereof or (b) issues identical (except principal and term) securities in place of payments of 
interest In cash. 

"Principal/Notional Balance" means as of any dale of determination, with respect to any Asset- 
Backed Security, the outstanding principal balance of such Asset-Backed Security (excluding any 
capitalized interest and any negative amortization amounts), and, with respect to each Synteetic Security 
or a related Reference Obligation, In each case, the Reference Obligation Notional Amount (as defined in 
the Confirmation) of such Synthetic Security. 

“Principal Only Security" means any Asset-Bad(ed Security that does not provide for the 
payment of rated interest in periodic installments on or prior to the date three Business Days prior to the 
Stated Maturity of the Notes or provides that all payments of interest will be deferred until the final 
maturity date thereof. 

‘Principal Proceeds" means, with respect to any Due Period, the sum (without duplication) of: 

(a) all payments of principal on die Underlying Assets and Eligible Investments (excluding 
any amount representing the accreted p<wfion of a discount from the fece amount of an 
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Eligible investment) received In cash by the Issuer during such Due Period inciuding 
prepayments or mandatory shiklng fund payments, or payments in respect of optionai 
redemptions, exchange offers, tender oH^rs, recoveries on De^utted Securities and 
Written Down Securifies (other than Uninvested Proceeds and payments of principal of 
Eiigibie investments acquired with interest Proceeds), including the proceeds of a sale of 
any Equity Security, the proceeds received from any special purpose subsidiary of the 
Issuer holding an Equity Security, and any amounts received as a result of optional 
redemptions, exchange offers or tender offers for any Equity Security received in cash by 
the issuer during such Due Period but excluding any accreted portion of a discount from 
the amount of an Eligible Investment; 

(b) all payments of principal of Eligible Investments purchased with amounts from the 
Principal Cotiectbn Account received in cash by the Issuer during such Due Period; 

(c) all amendment, waiver, late payment fees, restructuring and other fees and commissions, 
collected during the related Due Period in respect of DefeuHed Securities and Written 
Down Securittes; 

(d) ai! payments of interest received In respect of Defeulted Securities up to an amount equal, 
to the Principal/Notional Balance of such security at the time it became a Defaulted 
Asset; 

(e) any Writedown Reimbursement Amount, 

(f) any proceeds to the Issuer resulting from the termlnatton and liquidation of an Interest 
Rate Swap Agreement, to the extent such proceeds exceed the cost of entering into a 
replacement Interest Rate Swap Agreement or addittonal Interest Rate Swap 
Agreements in accordance with the requirements set forth In the Indenture; 

(g) any Principal Shortfell Reimbursement Amount, 

(h) upfront payment or any termination payments received with respect to early termination 
of a Synthetic Security received from the related Synthetic Security Counterparty; 

(j) all amounte transferred from the Synthetic Security Collateral Account to the Principal 
Collectton Acanint as described below under "Security for the Notes — ^The Acccmnts — 
Synthetic Security Collateral Account"; 

(I) all paymenfe received In cash by the issuer during such Due Period that represent call, 
prepayment or redemption premiums; 

(k) all paymenfe of interest received to the extent that they represent accrued interest 
purchased with Principaf Proceeds; 

(l) all yield maintenance payments received in cash by the Issuer during such Due Period; 

(m) any proceeds from the issuance and sale of ttie Notes and Preference' Shares that are • 
not applied to the acquisition of Underlying Assets prior to the Determination Data 
preceding the First Distribution Date,- Inciuding amounts on deposit in the Uninvested 
Proceeds Account, and not deposited into the Expense Account on the Ctosing Date; 
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(n) any proceeds from the liquidation of Underlying Assets received in cash by the issuer 
(excluding (1) ail ao:njed interest received in cash by the issuer and (2) the Disjxisitton 
Proceeds); 

(o) any Disposition Proceeds on deposit In the Disposihon Proceeds Account or Principal 
Collecdon Account; 

(p) any payment of capitalized interest on any Underlying Assets: 

(q) any payment of accrued interest paid for widi pnncipai proceeds; and 

(r) all other payments received in connection with the Underiying Assets and Eligible 
investments that are not included in Interest Proceeds; provided, that in no event shall 
Principal Pitx^ds indude the Excepted Property. 

’Pure Private Asset-Backed Security’ means any security that was not (i) Issued pursuant to 
an effective registration statement under the Securities Act or (ii) a privately placed security that is eligible 
fcw^ resale under Rule 144Aor Regulation S under the Securities Act. 

’Qualifying Foreign Obligor’ means a coloration, partnership, trust or other entity organized or 
incorporate under the laws of an Eligible Country. 

’Quarteriy Asset Amount* means, with respect to any Distribution Date, the Net Outstanding 
Underiying Asset Balance on the first day of the related Due Period. 

’Rating Condition’ means, with respect to any action taken or to be taken or any determination 
made or to be made under the Indenture, a condition that is satisfied when each Rating Agency has 
Confirmed in writing to the issuer, the Trustee and the Collateral Manager prior to such action or 
determination that such action or determination will not result in the withdrawal, reduction or other 
adverse action with respect to any then-current rating (including any shadow, private or confidential 
rating) of any Class of Notes. 

’Scheduled Periodic Offsetting Transaction Paymenf means, with respect any Offsetting 
TransaOtlon, the fixed amounts scheduled to be paid by the Offsetting Transaction Counterparty to the 
issuer under such Offsetting Transaction, but excluding any termination payment in respect of such 
Offsetting Transaction. 

’Servicer’ means, with respect to any issue of Asset-Backed Securities, the entity that, absent 
any default, event of deteult or similar condition (however described), is primarily responsible for 
managing, ser>ric)ng, monitoring and otherwise administering the cash flows from which payments to 
investors in such Asset-Backed Securities are made. 

”Sp6clai-MaJorlty-in-lnterest of Preference Shareholders” means, at any time. Preference 
Shareholders \^ose aggregate Voting Percentages at such time exceed 66 2/3% of all Preference 
Shareholders’ Voting Percentages at sue* time. 

’Step Down Bond’ means a security which by the terms of the related Underlying Instrument 
provides for a decrease, in the case of a fixed rate security, in the per annum interest rate on such 
security or, in tiie case of a floating rate seoirity. In the-spread over the applicable Index or benchmark 
rate, solely as a function of the passage of time; provided that a Step Do\^ Bond shall not include any 
such security providing ter payment of a constant rate of interest at all times after the date of acquisitbn 
by tfie Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by 
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reference to the spread (in the case of a floating rate Step Down Bond) or coupon (in the case of a fixed 
rate Step Down ^nd) of a Step Down Bond, the spread or coupon on any date shall be deemed to be 
the icMest spread or coupon, mspectiveiy. scheduled to apply to su^ Step Down Bond on or after such 
date. 


"Step Up Bond* means a security which by the terms of the related Underlying instrument 
provides for an Increase, In the case of a fixed rate security. In the per annum interest rate on such 
security or, In the case of a floating rate security, in the spread over the applicable Index or benr^mark 
rate, solely as a funcdon of tee passage of time; provided teat a Step Up Bond shafi not include any such 
security providing for payment of a constant rate of interest at ail times after the date of acquisition by tee 
Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by reference to 
the s(^ead (In the case of a floating Step Up Bond) or coupon (In the case of a fixed rate Step Up Bcmd) 
of a Step Up Bond, the spread or coupon on any date shall be deemed to be the spread or coupon stated 
to be payable in cash ex' in efteti on such date. 

"Underiying Insfruments* means the indenture or other agreement pursuant to which an 
Underlying Asset, Eligible Investment or Equity Security has been Issued or created and each other 
agreement that governs tee terms of or secures the obligatons represented by such Underiying Asset. 
Eligible Investment or Equity Security or of which holders <rf such Underlying Asset, Eligible Investment or 
Equity S^urity are tee beneficiaries. 

‘Uninvested Proceeds* means, at any time on or prtor to the Determination Date prtor to the 
First Distribution Date, the net proceeds received by tee issuer on the Closing Date from the initial 
issuance of the Notes and Preference Shares and any principal collections on the Underiying Assets 
received on or prior to the Closing Date, to the extent such proceeds have not theretofore been invested 
In Underlying Assets or deposited in tee Expense Account. 

"Voting Percentage" of a Preference Shareholder at any time means the ralto (expressed as a 
percentage) of such Preference Shareholder's Preference Shares outstanding to the aggregate 
outstanding Preference Shares of ail Preference Shareholders at such time. 

"Written Down Security* means, as of any date of determination, any Underlying Asset that is 
part of an issue as to which tee aggregate par amount of the entire class and aii other securities secured 
by the same poo! of collateral teat rank senior In priority of payment to such class exceeds the aggregate 
par amount (including reserved Interest or other amounts available for overcollateralization) of all 
collateral securing such issue (excluding defaulted collateral). 

The Coverage Tests 

The Coverage Tests applicable to a Class of Notes will be used primarily to determine whether 
and to what extent interest Proceeds may be used to pay interest on and dividends in respect of Classes 
of Notes Subordinate to such Class and the Preference Shares and certain other expenses. The 
"Coverage Tests* include the Class A^ Coverage Tests, tee Class C Coverage Teste and the Class D 
Coverage Tests. 

In the event that eiteer Class A/B Coverage Test is rK>l satisfied on any Distribution Date, funds 
that vwjuld oteervrfse be used to pay teterest on the Class C Notes, the Class D Notes and the Class E 
Notes and dividends on the.Preference Shares and.cettain other expenses must instead be used to pay 
principal of, first, the Class A Notes and second, the Class B Notes, to the extent necessary to cause 
each Class A/B Coverage Test to be satisfied. 
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■ In the event that any Class C Coverage Test is not satisfied on any Distribution Date, funds that 
would otiierwise be used to pay Interest on the Class D Notes and the Class B Notes and dividends on 
the Preference Shares and <»rtain other expenses must instead be used to pay prindpal of, first, the 
Class A Notes, second, the Class B Notes and third, the Class C Notes, to the extent necessary to cause 
each Class C Coverage Test to be satisfied. 

In the event that any Class D Co>mrage Test is not satisfied on any Disti'ibution Date, funds that 
wcHiid otherwise be used to pay Interest on the Class E Notes and dividends on tiie Preference Shares 
and certain other expenses must Instead be used to pay principal of, first, the Class A Notes, second, the 
Class B Notes, third, the Class C Notes and fourth, the Class D Notes, to the extent necessary to cause 
each Class D Coverage Test to be satisfied. 

The "Class AfB Coverage Tests" will consist of the Class A/B Overcollateralization Test and the 
Class A/B Interest Coverage Test. The 'Class C Coverage Tests" will consist of the Class C 
Overcollateralization Test and the Class C Interest Coverage Test. The "Class D Coverage Tests" will 
consist of the Class D Overcollateralization Test and toe Class D Interest Coverage Test 

The Overcoilateraiization Tests 

The Class A/B Overoollaterallzation Test : 

The "Class A/B Overcollaterafizatlon Ratio" Is, as of any Measurement Date, the number 
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on 
such Measurement Date by (b) the aggregate outstanding principal amount of toe Class A Notes plus toe 
aggregate outotanding principal amount of the Class B Notes. 

The "Class A/B Overcollateralization Tesr will be satisfied on the Closing Date or a 
Measurement Date on which any Class A Note or Class B Note remains outstanding if the Class A/B 
Overcollateralization Ratio on such Measurement Date Is equal to or greater than Q%. 

The Class C Overcollateralization Test ; 

The "Class C Overcollateralization Ratio" is. as of any Measurement Date, the number 
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on 
such Measurement Date by (b) toe aggregate outstanding principal amount of the Class A Notes plus the 
aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal 
amount of the Class C Notes, plus any outstanding Class C Deferred Interest 

The "Class C Overcollateralization Test" will be satisfied on the Closing pate or a 
Measurement Date on which any Class A Note. Class B Note or Class C Note remains outstanding If the 
Class C OvercoHaterallzatlon Ratio on such Measurement Date is equal to or greater than Q%. 

The Class D Overcollateralization Test : 

The "Class D Overcollateralization Ratio" Is. as of any Measurement Dale, the number 
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on 
such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the 
aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal 
amount of the Class C Notes plus the- aggregate principal amount of the Class 0 Notes, plus any 
outstanding Class C Deferred Interest and plus any outstanding Class D Deferred Interest 
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Hie 'Class D Overcollateralization Test' win be satisfied on the Closing Date or a 
Measurement Date on which any Class A Note, Class B Note. Class C Note or Class D Note remains 
outstanding if the Class D Overcoliateralizatbn Ratio on such Measurement Date is equal to or greater 
than 0%. 

The Class E Diversion Test 

The Class E Diversion Test determines v^ether interest Proceeds may be applied, in ac(X)rdance 
with the Priority of Payments, to make payments that are subordinate to paymente on die Class E Notes. 
If the Class E Diversion Test is not passing on a Measurement Date then on the immediatety bib\Mng 
Distribution Date, Interest Proceeds, to the extent available in accordance with the Priority erf Payments, 
wnli be applied to make principai payments on the Class E Notes. 

The "Class E Diversion Ratio" Is, as of any Measurement Date, the number (expressed as a 
percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on such 
Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the 
aggregate outstanding principai amount of the Class B Notes plus the aggregate outst^ding principai 
amount of the Class C Notes plus the aggregate principal amount of the Class D Notes plus the 
aggregate principal amount of the Class E Notes, plus any outstanding Class C Deferred interest plus 
any outstanding Class D Defened interest and plus any outstanding Class E Deferred Interest. 

The "Class E Diversion Test* will be satisfied cm the Closing Date or a Measurement Date on 
which any Class A Note. Class B Note, Class C Note, Class D Note or Class E Note remains outstanding 
if the Class E Diversion Ratb on such Measurement Date is equal to or greater than 0%. 

The Interest Coverage Tests 

The interest Coverage Ratio with respect to the Class A Notes and Class B Notes (the "Class 
A/B Interest Coverage Ratio”), the Class C Notes (the ‘Class C Interest Coverage Ratio") and the 
Class D Notes (the 'Class D interest Coverage Ratio”) as of any Measurement Date wili be calculated 
by dividing: 

(a) (i) toe sum erf (A) toe scheduled interest payments due (regardless erf whether the due 
date for any such interest payment has yet occurred) in the Due Period in which such 
Measurement Date occurs on (1) toe Und^l^ng Assets and (2) any Eligible Investments 
held in the Collectbn Accounts (whether such Eligible invesbnents were purchased with 
interest Proceeds or Principal Proceeds), (B) any toes actually received by the Issuer 
during such Due Perbd that constitute Interest Proceeds and (C) any earnings on Eligible 
investments In the Synthetic Security Coilateral Account, constituting Interest Proceeds 
and received after the end of the related Colieetbn Period and Immediately prior to the 
related Payment Date. (D) any amounts scheduled to be paid to the Issuer by an Interest 
Rate Swap Cwnterparty under an Interest Rate Swap Agreement on the Distribution 
Date relating to sutrfi Due Period, and (E) any Net Scheduled Perbdic Offsetting 
Transaction Payments payable to the Issuer minus (il) the sum of toe Interest Proceeds 
scheduled to be paid pursuant to clauses (1) through (4) of the Interest Proceeds Priority 
of Payments on the immediatety succeeding Distribution Date; by 

(b) an aiTKtunt equal .to (i). in toe case of the Class A/B Interest Coverage Ratio, the 
scheduled Interest on toe Class A Notes and Class B Notes (including Defaulted Interest 
thereon and accrued interest on such Oetouited interest, if any) f^yable on the 
immediately succeeding Distribution Date, (ii) in toe case of the Class C interest 
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Coverage Ratio, the scheduled interest on the Class A Notes, Class B Notes and Class C 
Notes (including Defaulted interest and interest thereon, interest on Class C Deferred 
Interest, if any, but excluding any Class C Deferred Interest) payable on the immediately 
succeeding Disbibutbn E^te or (Hi) in the case of the Class 0 Interest Coverage Ratb, 
the scheduled interest on the Class A Notes. Class B Notes, Class C Notes and Class D 
Notes (including De^ulted Interest and interest thereon, interest on Class C Defened 
Interest and interest on Class 0 Deferred Interest, if any, but excluding any Class C 
Deferred interest and Class 0 Deferred interest) payable on the immediatety succeeding 
Distribution Date (or, if such Measurement Date coincides with a Distribution C^te, on 
suc^ Distrlbutbn Date). 

For the purpose of determinltig compliance with any interest Coverage Test, there vHli be 
excluded all scheduled payments of interest on or principal of Deteulted Securities and any payment, 
including any amount payable to tee Issuer by an Interest Rate Swap Counterparty, that will not be made 
in cash or received \^en due, as determined by tee Collateral Manager in its reasonable business 
judgment For pur(K>ses of calculating any interest Coverage Ratio, (i) the expected interest Income on 
^ting rate Underlying Assets and Eligible Investments and under any Interest Rate Swap Agreement 
and the expected interest payable on the Notes v^H be calculated using tee interest rates applicable 
thereto on tee applicable Measurement Date and (il) accrued original issue discount on Eligible 
Investments wll be deemed to be a scheduled interest payment thereon due on tee date such original 
issue discount is scheduled to be paid. 

The "Class A/B interest Coverage Test" will be satisfied on the Closing Date or a Measurement 
Date on v^teicte any Class A Note or Class B Note remains outstanding if tee Class A/B interest Coverage 
Ratio as of such Measurement Date is equal to or greater tean 0%; provided, teat the Class A/B interest 
Coverage Test will be deemed to be satisfied on tee First Distribution Date. 

The "Class C Interest Coverage Test' will be satisfted on the Closing Date or a Measurement 
Date on which any Class A Note, Class B Note or Class C Note remains outstanding if the Class C 
Interest Coverage Ratio as of such Measurement Date is equal to or greater than Q%; provided, that tee 
Class C Interest Coverage Test will be deemed to be satisfied on the First Distribution Date. 

The "Class 0 interest Coverage Test" wilt be satisfied on the Closing Date or a Measurement 
Date on v^irte any Class A Note, Class B Note, Class C Note or Class D Note remains outstanding if the 
Class D Interest Coverage Ratio as of such Measurement Date Is equal to or greater tean 0%; provided, 
teat the Class D interest Coverage Test will be deemed to be satisfied on tee First Distribution Date. 

Mandatory Redemption 

In the event that any of tee Overcollateralization Tests (not including, for the avoidance of doubt, 
the Class E Diversion Test) or the Interest Coverage Tests applicable to a Class of Notes is nc^ satisfied 
on a Determination Date related to any Distribution Date, then Interest Proceeds teat would c^herwise be 
used to make payments in respect of interest on any Class of Notes Subordinate to teat Class will be 
used instead to redeem, first, each Class (if any) of Notes Senior to such Class of Notes (sequentially in 
direct order of seniority) and, second, such Class of Notes, to the extent necessary to cause each 
Coverage Test to be satisfied. 

■ In addition; each Class of'Notes'wiil be subject to mandatory redemption from Principal Proceeds — 
available after payment of certain other amounts In accOTdance with the Prtorlty of Payments on each 
Distribution Date. Any such redempticm from Interest Proceeds or Principal Proceeds v^ril! be applied to 
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each outstanding Class of Notes sequentially in direct order of seniority and will otherwise be efected as 
desCTibed above under “ — Priority of Payments." 

Optional Redemption 

Subject to certein conditions described herein, the issuer may redeem the Notes (such 
redempbon, an "Optional Redemption"), in whole but not In part, at the directbn of the holders of at least 
sixty-six and two-diirds percent (66 2/3%) of the Preference Shareholders at the applicable Redemptton 
Prfc» therefOT on any Distribution Date, provided that no such Optional Redemptic^i may be effected prior 
to the Q Distributbn Date. Any sudi Optional Redemption may only be effected on a Distribution Date at 
the applicable Redemption PricM and only from the Disposition Proceeds of all Collateral including the 
Eligible Investments credited to the Accounts (otirer than that in the interest Rate Swap Counterparty 
Collateral Account and the Synthetic Security Issuer Account) cxi such Distribution Date. No Optional 
Redemption may be effected, however, unless <l) all sudi Disposition Proceeds are used, in whole or in 
part, to make such an Optional Redemption and (ii) such Disposition Proceeds (including tiie payment in 
full to the issuer of all amounts that can be withdrawn under the Investment Agreement) are at least equal 
to the Redemption /^ount 

Any Optional Redemption is subject to (i) the sale of the Collateral (other than the cash and 
Eligible Investments referred to in clause (b) of this senlenr*) arranged by the Ccrflatera! Manager, on the 
profX3Sed Redemption Date, for a sale price In cash at least equal to (a) the Redemption Amount minus 
(b) the balance of the cash and Eligible Investments in the Accounts (other than that in the [interest Rate 
Swap Counterparty Coliaterai Account and the} Synthetic Seoidty Issuer Account) and (it) the receipt by 
the Trustee from die Collaterat Manager of certification from the Collateral Manager that the sum so 
received from the purchaser satisfies clause (1). Upon receipt by the Trustee of the certification referred 
to in the preceding sentence, the issuer shall take all actions necessary to sell, assign and transfer the 
Cotiaterai to the prospective purchaser upon payment in Immediately available funds of the sum referred 
to above and the Tnjstee shall release the Collateral from die lien of the Indenture. The Trustee shall 
deposit such payment Into the Collection Accounts. The Coltateral Manager or an Afftiiate thereof may be 
the purchaser of the Collateral in accordance with the procedures set forth in the Managemeht 
Agreement. 

Auction Call Redemption 

In accordance with the procedures set forth in Schedule B to this Offering Circular (the "Auction 
Procedures"), the Auction Agent shall, at the expense of the issuer, conduct an auction (an "Auction") of 
die Underlying Assets If, on or prior to the Distribution Date occurring in 0. th© Notes have not been 
redeemed in ful! and the holders of the Preference Shares have not directed an Optional Redemption of 
the Notes. The Auction will be conducted not later than seven Business Days prior to (a) the Distribution 
Date occurring in Q (the Auction Cali Date") and (b) If the Notes are not redeemed In full on such 
Distribution Date, each subsequent Distribution Date occurring cki or closest to any six-month anniversary 
of the First Aucticxi Cali Date (each, a "Subsequent Auction Call Date" and, together with the First 
Auction Call Date, each an "Auction Date"), until the Notes have been redeemed in full. Any of the 
Collateral Manager (if it is not the Auction Agent), the initial Purchaser, the Preference Shareholder or the 
Trustee or any of their respective affiliates may, but will not be required to, bid at the Auctbn. 

The Notes will be redeemable at die applicable Redemptton Price and Preference Shares will be 
’’redeemable at a price equal'to'not less than the Minimum Preference Share Redemptton Amount The 
Notes and Preference Shares will be redeemable from the Dis^K^sItion Proceeds of all Collateral including 
Eligible Investments credited to the Accounts (other tfian that In’ the (Interest Rate Swap Counterparty 
Collaterel Account and the] Synthetic Security issuer Account); provided that fends under clauses (a) and 
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(b) are suffident to pay In ftjll (I) the Redemption Amount and (II) the Minimum Preference Share 
Redemption Amount The "Minimum Preference Share Redemption Amount* shall equal (i) die 
aggregate liquidation preference of the Preference Shares minus (ii) the aggregate amount of all cash 
distributions on the Preference Shares (whether In respect of dividends or redemption payments) made to 
the Preference Share Paying Agent for distribution to the Preference Shareholders prior to the relevant 
Auctton Date, if an Auction Cali Redemption is not completed on any Auc^cm Date, the Auction A^nt 
shall cany out an Auction In accordance with the Auctton Procedures on each subsequent Auctton Date 
until an Auction Call Redemption to completed successfully (the 'Auction Cali Redemption Date"). 

Pursuant to toe Management Agreement, the issuer has designated the Collateral Manager (in 
such capacity, the "Auction Agenf) as the issuer's agent In connection with the sale of the Collateral In 
connection with any Auction Caii Redemption or if the Collateral Manager indicates its desire to bid on the 
Underlying Assets, the Collateral Manager shall resign as Auction Agent and the Auction ^ent tor toat 
Auction may be the initial Pur^ser, an Affiliate of toe initial Purchaser or another unaffiiiated third party 
as successor Auction ^ent. 

The Issuer shall Dispose of and transfer toe Underlying Assets to the highest bidder identified by 
the Auction (w to toe highest bidder tor each subpool) at the Auctton and the Trustee shall release 
the Coflaterai from the lien of the Indenture, as long as: 

(a) the Auction has been conducted in accordance with the Auction Procedures, as 
eiridenced by a certification of the Auction /^ent; 

(b) the Auction Agent has received bids for the Underlying Assets (or for each of the related 
subpo^s) from at least two prospective purchasers (including the winning bidder) 
Identified on a list of Qualified Bidders provided by toe Auction Agent to the Trustee in 
accordance with the indenture; provided that each Qualified Bidder for the Synthetic 
Securities shall have been approved by toe relevant Synthetic Security Counterparty; 
provided, further, that if the Auction Agent has not received bids for one or more 
Synthetic Securities, the requirements of this clause may be satisfied by determining 
required payments from or to the Issuer relating to the termination of such Synthetic 
Securities and including such aggregate amount in the calculation of the Redemption 
Amount; 

(c) toe Auction Agent certifies toat the highest bids would result in the Disposition of the 
Underlying Assets (or the related subpoois) for a purchase price (paid in cash) that, 
tc^ether with the balance of eii Eilgible Investments (including toe payment In full to the 
issuer of ail amounts that can be withdrawn under the Investment Agreement) and cash 
held by the Issuer (other than Eligible investments and cash in the (Interest Rate Swap 
Counterparty Coilaterel Account and toe} Synthetic Security Issuer Account), will be at 
least equal to toe sum of (() the Redemption Amount and (ii) the Minimum Preference 
Share Redemption /toiount; and 

(d) toe highest bidder (or the highest bldd^ for each subpooi) enters into a written 
agreement with the issuer (v^ich the Issuer will execute If the conditions set forth above 
and in toe indenture are satisfied (such exeoiHon to constitute certification by the Issuer 
that such conditions have been satisfied)) that obligates toe highest bidder (or the highest 
bidder for each subpool) to acquire ail of the Underlying Assets (or the relevant subpool) 
and provides for payment in full (in cash) of toe price for any Underlying Asset that is not 
a Synthetic Setxirity and any amount due to the Issuer as a result of the assignment of 
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the Synthetic Securtties to the Trustee wi priof to the slx8i Business Day following the 
relevant AuctlOT Date. 

Provided that ail of the conditions set forth in clauses (a) through (d) of die preceding paragraph 
have been met. die issuer wlH Dispose of and transfer the Underlying Assets (or die related subpooi), 
with(Mit represenfotion, warranty or recourse, to such highest bidder identified by the Audion /^ent (or 
the h^hest bidder for each subpooi, as the case may be) in accordance with and upcm compiedon of the 
Auction Procedures. The Issuer will deposit the purchase price for the Underlying Assets in the Coliecdon 
Account and, on die Distribution Date immediately fotiowirig the relevant Auction Date, (i) pay the 
Red^ptlon Amount and (11) make a payment to the Preference Share Paying Agent (that shall not be 
less than die Minimum Preference Share Redemption Amount) for distribution to the holder of the 
Preference Shares in an amount equal to the remainder of such Disposition Proceeds and cash in the 
Coiiectlon Aoxiunts (such redemption, the "Auction Cali Redemption"). Notwithstanding the foregoing, 
the holders of 100% of the aggregate outstanding principal amount of a Class of Notes may etect, in 
connection with any Auctk^ C^il Redemption, to receive l^s than 100% of the Redemptbn Price that 
world otherwise be pa^ble to holders of such Class (and the Redemption Price shad be reduced by 
such amojnt). 

If any of the foregoing conditions is not met with respect to any Auction or if the highest bidder (or 
the highest bidder for any subpool, as the case may be) foils to pay the purchase price before the sixth 
Business Day following the relevant Auction Date, (a) the Auction Call Redemption will not occur on the 
Distribution Date following the reievant Auction Date, (b) the Auction Agent will not'rfy the Trustee and the 
Trustee will give notice of the wKhdrawal, (c) subject to clause (d) beiow, the Trustee on behalf of the 
Issuer will decline to consummate such sale and tee Auction Agent will not solicit any further bids or 
othenMse negotiate any further Disposition of Underlying Assets in relation to such Auction and (d) unless 
the Notes are redeemed in fuH prior to the next succeeding Auction Date, the Auction Agent will conduct 
another Auction on tee next succeeding Auction Date. 

The Notes may not be redeemed pursuant to an Auction Cali Redemptbn unless, at least four 
Business Days before the scheduled Redemphon Date, the Collateral Manager shall have furnished to 
the Trustee and any Interest Rate Swap Counterparty evidence, in form satisfactory to the Trustee, that 
the Issuer has entered into a binding agreement or agreements with (or guaranteed by) a ^nancial 
institutbn or Institutkms (whose long-term unsecured debt obiigatbns (other than such obligatbns whose 
rabng is based on the credit of a persw other than such institution) have a credit rating fo>m each Rating 
Agency at least equal to the highest rating of the Notes then outstanding or whose short-term unsecured 
debt obligations have a credit rating of at least "A-l" by Standard & Poor's and (If rated by Fitch) at least 
*F1" by Fitch and provided teat in case such financial institutbn is the Collateral Manager no credit rating 
Is required) to sell, not later than the Business Day immediately preceding the s^eduled Redemption 
Date, in immediately available fonds, al( or part of the Underlying Assets at a sale price (including in such 
price an amount equal to any acc^ed interest) which, together with the balance of the cash and Eligible 
Investments in the Accounts (other than that in the (Interest Rate Swap Counterparty Cc^fateral Account 
and the] Synthetic Security issuer Account), Is at least equal to (i) tee Redemptbn Amount and (ii) tee 
Minimum Preference Share Redemptbn Amount. 

Clean-Up Call Redemption 

At the direction of the Coltaterai Manager, the Notes will be subject to redemptbn by the Issuer. 
In whole but not In part (a ”Clean*Up Call Redemption"), at the applicable Redemption Price on any 
Distribution Date which occurs on or after tee Distribution Date on whldi the aggregate outstanding 
principal amount of the Notes is less than or equal to D% of the wiginal aggregate outstanding principal 
amount of the Notes as the Closing Date. Any such redemption may only be effected on a OisWbution 
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Date and only from the Dis(»?sltion Proceeds of all Collateral induding the Eligible investments credited to 
the Accounts (other than that in the Synthetic Security Issuer Account) and ail Offsetting Transacttons. 

Any Clean-Up Call RedempBon Is subject to (a) the purchase of the Collateral (other than the 
cash and Eligible Investments referred to In dause (ii) betow) by the Collateral Manager or any of its 
Affiliates fmm the issuer, on the scheduled Redemptl^ Date, for a purchase fHice in cash at l^st equal 
to (i) the Redemption ArrK?unt minus (ii) the balance of the cash and Eligible Investments in the Account 
(other than that in the Synthetic Security issuer Account, but Including the payment in full to the Issuer of 
ail amounto that can be v^ffidrawn under the Investment Agreement) and (b) the receipt by ttie Trustee, 
prior to such purchase, of the Collateral Manager's certfficatlon that the sum so received satisfies clause 
(a). Upon receipt by the Trustee of the Collateral Manager's certification, ffie Trustee and the issuer shall 
take all adtons necessary to sell, assign and transfer the Coliaterel to the Collateral Manager or any of its 
Affiliates upon payment In immediately available funds of the purchase price. The Trustee shall deposit 
such payment into the Collection Accounts and apply the funds therein in accordance with the Priority d 
Pajmients on such Redemption Date. 

Tax Redemption 

The Notes will be redeemable (such redemption, a ”Tax Redemption"), in whole but not in part, 
by the Issuer at the direction of a Majority-in-lnterest of Preference Shareholders. Any such redemptbn 
may only be effected on a Distribution Date at ffie applicable Redemption Price and only the 
Disposition Proceeds 6f all Collateral including the Eligible Investments credited to the Accounts (other 
than that in the (Interest Rate Swap Counterparty Collateral Account and the] Synthetic Security Issuer 
Account). No Tax Redemption may be effected, however, unless (i) all such Disposition Proceeds are 
used, in v^ole or 1n part, to make such Tax Redemption, (il) such Disposition Proceeds (including the 
payment In full to the Issuer of all amounts that can be wthdrawn under the Investment Agreement) are 
suffident to pay in full the Redemption Amount. (Hi) a Tax Event shall have occurred and (iv) the Tax 
Materiality C^dltion Is satisfied. 

A "Tax Event" will occur, whether or not as a result any change in law or Interpretation, if (a) 
any obligor is required to deduct or withhold from any payment under any Underlying Asset to the Issuer 
for or on account of any tax for whatever reason, whether or not as a result of any change In law or 
interpretation, and such obligor is not required to pay to the Issuer such additional amount as Is 
necessary to ensure that the net amount actually received by the Issuer (free and clear of taxes, whether 
assessed against such obligor or the Issuer) will equal the full amount that the Issuer would have 
received had no such deduction or N^ithhoiding occurred, (b) the issuer or an Interest Rate Swap 
Counterparty is required to deduct or withhold from any payment under any Interest Rate Swap 
Agreement for or ac<tount of any tax and the Issuer is obligated to pay gross-up amounts to the 
relevant interest Rate Swap Counterparty, or the relevant Interest Rate Swap Counterparty is not 
obligated to pay the Issuer such additional amount as is necessary to ensure that the net amount actually 
received by the Issuer (free and clear of texes, whether assessed against such obligor or the Issuer) will 
equal the foil amount that toe Issuer would have received had no such deduction or withholding occurred 
or (c) any net Income, profits or similar tax is imposed on the Issuer. The Tax Materiality Condition" 
will be satisfied during any 12-month period if any combination of Tax Events results, in aggregate, in a 
payment, charge or tax burden to toe Issuer in excess of U.S.$1 ,000,000. 

Any Tax Redemption b subject to (a) toe Dispositbn of the Collateral (other than toe cash and 
Eligible Investtnents referred to in clause (ii) below) arranged by the Collateral Manager, on the 
scheduled Redemption Date, for a sale price In cash at least equal to (i) the Redemption Amount minus 
(ii) the balantte of Eligible Investments and cash in the Accounts (other than that In the (Interest Rate 
Swap Counterparty Collateral Account and the] Synthetic Security Issuer Account), and (b) the receipt by 
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the Trustee certtficatton from the Collateral Manager that the sum so received from the purchaser 
saSsfies clause {a). Upon receipt by the Trustee of the Collateral Manager’s certification, the Issuer shall 
take all actions necessary to sell, assign and transfer the Collateral to the prospective purchaser upon 
payment in immediately available funds of the sum referred to above and ^e Taistee shall release the 
Collateral from the lien of the Indenture. The Collateral Manager or an Affiliate of ttie Collateral Manager 
may punittase the Collateral. The Trustee shall deposit sucA payment into the Collection Accounts. 

Redemption Price and Redemption Amount 

The amount payable in connectbn vWth an Auction Cali Redemption, Optional Redemptkm, 
Ciean^Jp Call Redempdon or Tax Redemption of any Note will be an amount equal to (a) the aggregate 
outstanding principal amount of such Note being redeemed, p/us (b) me accrued and unpaid interest 
thereon (including Defaulted Interest and Deferred Interest and interest thereon, If any) (the “Redemption 
Price"). 


“Redemption Amount* means, vtHth respect to an Auction Call Redemption, Optional 
Redemption, Clean-Up Cali Redemption or Tax Redemption, an amount equal to the sum of (i) the 
Redemption Price in respect of all Notes and (ii) all unpaid administrative expenses (including 
indemnities) and fees then due and payable of the Issuers, including any termination payments payable 
by the Issuer under any Interest Rate Swap Agreement and the Synthetic Securities, the Management 
Fee due to the Collateral Manager and, with respect to art Aurrtion Call Redemption, fees and expenses 
of the Auction Agent. 

Redemption Procedures 

Notice of any Auction Call Redemption, Optional Redemption, Clean-Up Call Redemption or Tax 
Redemption will be given by first-class mall, postage prepaid, mailed not less than ten days and not more 
than 30 days prior to the date scheduled for redemption (with respect to such Auction Cail Redemptton, 
Optional Redemptton. Clean-Up Call Redemption or Tax Redemptton, the "Redemption Date“). to DTC, 
to tile registered holders of the Regulation S Global Notes by ddivery of the relevant notice to Euroclear 
and Clearstream for communication by them to entitled accounlholders and to each holder of Preference 
Shares at sudi holder's address In the Note Register or. in the case of the Preference Shares, the 
register of Preference Shares maintained under the Preference Share Paying Agency Agreement (the 
“Share Register*), any Interest Rate Swap Counterparty, each Synthetic Security Counterparty, the Initial 
Investment Agreement Provider and to each Rating Agency. The Trustee will also give notice thereof to 
the Company Announcements Office of the Irish Stock Exchange. Notes must be surrendered at the 
offices of a Paying Agent under the Indenture in order to receive ttie applicable Redemption Price, unless 
the holder presides (a) an undertaking to surrender such Note thereafter and (b) in the case of a holder 
that is not a Qualified Institutit^al Buyer, such securky or Indemnity as may be required by the issuers or 
the Trustee. 

Any notice of redemption may be withdrawn by the Issuer up to the fifth Business Day prior to the 
scheduled Redemption Date by written notice to ti>e Trustee, any Interest Rale Swap Counterparty, each 
Synthetic Security Counterparty, the Initial Investinent Agreement Provider and the Collateral Manager; 
provided that such notice is effective only If the Disposition Proceeds and the Collateral Manager 
certificates (If any) required to be delivered to the Trustee witii respect to an Auction Call Redemption, 
Optional Redemption, Tax Redemptkm or Clean-Up Call Redemption have not been delivered to the 
Trustee by such date in form satisfactory to ttie Trustee. Notice of any such withdrawal shall be given fay 
the Tnjstee to DTC, to tiie registered holders of the Regulation S Global Notes by delivery of the relevant 
notice to Euroclear and Clearstream for communication by them to entitled accountholders and to each 
holder of Preference Shares at such holder’s address In the Share Register. 
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Cancellation 

/Ml Notes ^at are redeemed or paid and surrendered for cancellatton as described herein will 
forthwdi be canceled and may not be reissued or resold, 

Form, Denomination, Registration and Transfer 

General 

^1) The Notes which will be offored by the Initial Purchaser to pe^ns tfiat are not U.S. 
Persons and outside the Unfted States will Initially be represented by one or more Temporary Regulation 
S Global Nc4es in definitive, fully registered form, without inter^t coupons attached, deposited with the 
Trustee as custodian fw. and registered In the name of, DTC or its nominee, iniliaHy for the accounts of 
Eumclear and Clearstieam. toe 40th day after which all of toe Notes of any Class have been sold to 
Investors other than the Initial Purchaser or Its Affiliates, and subject to the receipt by the Trustee of a 
certificate in the form provided by the indenture from the person holding such interest, a beneficial 
interest in a Class of Temporary Regulation S Global Notes may be exchanged for an interest In a 
Permanent Regulation S Global Note of such Class in fully registered form without coupons in an amount 
equal to the aggregate principal amount of such interest in toe Temporary Regulation S Global Note. 
During the Disblbutlcm Compliance Period, beneficial interests In a Regulation S Global Note may be held 
only through Eurodear and Clearstream. By acquisition of a beneficial Interest In a Regulation S Global 
Note, any purchaser thereof will be deemed to represent toat It Is not a U.S. Person and that, if in the 
future It decides to transfer such beneficial Interest, It will transfer such Interest only (x) to a non-U. S. 
Person In an offshore transaction in accortance wrtto Regulation S, or (y) to a person who takes delivery 
In the form of a Restricted Note. Beneficial interests In each Regulafion S Note will be shown on. and 
transfers thereof will be effected only through, records maintained by DTC and its direct and Indirect 
participants, including Euroclear and Clearstream. 

(2) The Notes which will be offered by the initial Purchaser in reliance upon an exemption 
from the registration requirements of the Securities Act (a) undw Section 4{2) erf the Securities Act or (b) 
pursuant to Rule 144A will be represented by one or more Restricted Global Notes In fully registered 
form, without interest coupons attached, deposited with the Trustee as custodian for, and registered in the 
name of, DTC or its nominee. By acquisition of a beneficial Interest in a Restricted Note, any purchaser 
thereof will be deemed to represent that it is a U.S. Person and that, if in the future it decides to transfer 
such beneficial interest, it will transfer such interest only (a) to a Qualified Institutional Buyer that Is a 
Qualified Puntoaser, or (b) to a non-U.S. Person in an offehoro transaction In accordance vrith Regulation 
S. Restricted Notes may not be bansferred to non-U.S. Persons except In the form of a Regulation S 
Note. Interests In Restricted Global Notes will be shown on, and transfers thereof will be effected only 
through, records maintained by DTC and its direct and Indirect participants. 

(3) The Notes are subject to the restrictions on fransfer set forth herein und^ Transfer 
Restrictions." 

(4) Owners of beneficial interests in Regulation S Global Notes and Restricted Global Notes 
will be entitled or required, as the case may be, under certain limited circumstances described below, to 
receive physical delivery of certificated Notes {either a "Restricted Definitive Note" or a "Regulation S 
Definitive Note" and collectively, "Definitive Notes") in fully registered, definitive form. No owner of an 
interest in a Regulation S Global Note will be entitled to receive a Definitive Note (a) until after the 
expiration of the Distribution Compliance Period and (b) unless fi) for a person other than a distributor {as 
defined in Reguiatic^ S), such person provides certification that the Definitive Note will be owned by a 
person that is not a U.S. Person (as defined in Regulation S) or (II) for a person that is a U.S. Person, 
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such person provides certification that any Interest In such Definitive Note was purchased In a transacfion 
that did not require registmtion under the Securities Act and that such person is a Qualified Puni^aser. 
The Notes are not issuable in bearer form. 

(5) Pursuant to the Indenture, the Trustee has been appointed and will serve as the registrar 
of the Notes {the "Note Registrar") and ^11 pro\^e for the registration of the Notes and the regisb’ation of 
transfers of Notes In the register maintained by it (the "Note Register"). The Trustee has been appointed 
as a transfer agent with respect to the Notes (In such capacity, a "Transfer Agent")* 

(6) The Notes (or interests teerein) virili be issuable in minimum denominations of 
U.S.$500,000 and in Integral multiples of U.S,$1,000 in excess thereof. 

Gtobal Notes 

(1) So long as the depositary for a Global Note, or its nominee, Is the registered holder of 
such Global Note, such depositary or such nominee, as the case may be. will be considered the absolute 
owner or holder of such Regutation S Note or Restricted Note, as the case may be, represented by such 
Gtobal Note for ail purposes under tee Indenture and the Notes and members of, or participants in, the 
depositary (the "Participants”), as well as any other persons on whose behaif Participants may act 
(Including Euroclear and Clearstream and account holders and participants therein), will have no rights 
under tee indenture or under a Note. Owners of beneficial Interests in a Global Note will not be 
considered to be the owners or holders of any Note under the Indenture or tee Notes. In addition, no 
benefidal owner of an interest In a Global Note will be able te exchange or transfer teat interest, except in 
accordance with the applicable procedures of tee depositary and (In the case of a Regulation S Global 
Note) Eurocl^r or Clearstream (in addition to those under the Indenture), In each case to the extent 
applicable (tee "Applicable Procedures"). 

(2) Investors may hold their Interests in a Regulation S Global Note directly through 
Euroclear or Clearstream. if they are participants In such systems, or Indirectly through organi 2 ation 8 
which are participants in such systems. After the Dlstdbution Compliance Period (but not earlier). 
Investors may also hold such Interests other than through Euroclear or Clearstream. Euroclear and 
Ciearstream will hold Interests in Regulation S Global Notes on behalf of their participants through 
customers' securities accounts in teeir respective names on the books of their respective depositaries, 
which in tom wilt hold such interests In such Regulation S Notes in customers’ securities accounts in the 
depositaries’ names on the books of OTC. investors may hold their Interests in a Restricted Global Note 
directly tetough DTC, if they are participants In such system, or Indirectly through organizations which are 
participants In su<te system. 

(3) Paymente of the prindpa! of, and interest on, an Individuai Globai Note registered in the 
name of a depositary or its nominee will be made to tee depositary or its nominee, as the case may be, 
as the registered ovmer of the Giobai Note. None of the issuer, the Trustee, the Note Registrar or any 
Paying Agemt wriil have any responsibility or liability for any aspect of the records relating to or paymente 
made on account of beneficial ownership interests In Globai Notes or for maintaining, supervising or 
reviewing any records relating to such beneficial ownership interests. 

(4) With respect to tee Global Notes, the issuer expects teat the depositary for any Giobai 
Note or its nominee, upon receipt of any payment of principal of or interest on such Global Note, wll 
credit tee accounts of Participants with payments te amounts proportionate to their respective beneficial 
interests in the prtedpal amount of such Global Note as shown on the recc^ds of the depositary or ite 
nominee. The issuer also expects that payments by Participants to ovmers of beneficial interests in sudi 
Global Note held through such Participants wi! be governed by standing instructions and customary 
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practices, as is now the case with seoirities held for tite accounte of customers registered in the name of 
nominees sut^ customers. Sudi payments will be die responsibility of such Participants. 

Definitive Notes 

Interests in a Regulation S Note or a Restricted Note represented by a Global Note wll be 
exchangeable or transferable, as the case may be, for a Regulation S Note or a Restricted Note, 
respectively, that is a Definitive Note If (a) OTC notifies the Issuer that it is unwilling or unable to o^tinue 
as depositary for such Note, (b) DTC ceases to be a 'Clearing Agency' registered under the Exchange 
Act, and a successor depositary is not appointed by toe Issuer within 90 days, (c) the transferee of an 
interest in such Global Note is required by law to take physical delivery of securities in definitive form, (d) 
any Regulation S Global Nc^e becomes immediately due and payable foliowing an Event of Default under 
the indenture, (e) DTC, Euroclear or Clearstream is closed for business for a continuous period of 14 
days (other than by reason of holiday), (f) DTC, Euroclear or Oearstream announces an intention 
permanently to cease business and no alternative clearance system satisfactory to the Issuer is available, 
(g) as a result of any amendment to, or change in. the laws or regulations of toe Cayman Islands or of 
any autoority therein or thereof hawng pwwer to tax or in the Interpretation or administration of such laws 
or regulations v^lch becomes effective on or after the Closing Date, the issuer or any Paying Agent is or 
will be required to make any deduction or withholding from any payment in respect of the Notes vtolch 
would not be required were the Notes in definitive form or (h) the Issuer so elects by notice to the holders 
of the Notes, and DTC, Euroclear and/or Clearstream. as toe case may be, do not object. Upon the 
occurrence of any of the events described in the preceding sentence, toe Issuer will cause Definitive 
Notes bearing an appropriate legend (a 'Legend'} regarding restrictions on transfer lo be delivered. 
Upon the transfer, exchange or replacement of Definitive Notes bearing a Legend, or upon specific 
request for removal of a Legend on a Note, the Issuers shall deliver through the Trustee or any Paying 
Agent to the holder and the transferee, as applicable, one or more Definitive Notes in certificated form 
corresponding to the principal amount of Definitive Notes surrendered for transfer, exchange or 
replacement that bear such Legend, or will refuse to remove such Legend, as the case may be, unless 
there is delivered to the issuer such satisfactory evidence, which may include an opinion of U.S. counsel, 
as may reasonably be required by the Issuer that neither toe Legend nor the restrictions on transfer set 
forth toereln is required to ensure compliance with the provisions of the Securities Act or toe Investment 
Company Act. Definitive Notes will be exchangeable or transferable for interests In other Definitive Notes 
as described below. 

Transfer and Exchange of Global Notes 

(1) Transfer of a R^ulation S Note (or any Interest therein) to a transferee who takes 
delivery of such Note (or interest therein) in the form of a Restricted Note (or any interest therein) may be 
made before or after the end of the Distribution Compliance Period, in accordance with toe Applicable 
Procedures (In toe case of Gtobai Notes) and upon receipt by the Trustee, the Issuers and the Note 
Regfstoar <rf a transfer certificate In the forni provided In the Indenture to the effect that, among otoer 
things, such transfer is being made (a) to a person whom the toansferor reasonably believes is a Qualified 
institutional Buyer, acquiring such Notes (c^* any Interest therein) for its own account and to whom notice 
is given that the resale, pledge <x other transfer is being made in reliance on the exemption from the 
reg'^ration requirements of toe Securities Act provided by Rule 144A and a Qualified Purchaser, and (b) 
in accordance with any applicable securities laws of any state of the United States and any otoer relevant 
jurisdiction and from the transferee in the form provided for in the Indenture. An exchange or transfer of a 
Note represented by a Definitive Note to a transferee who takes delivery of such Note in the form of a 
Restricted Gtobai Note may be made after toe receipt by the Note Registrar or Transfer Agent, as toe 
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case may be, of ^e Definitive Notes be so exchanged or transferred and upon receif^ by the Trustee 
and the issuers of a transfer certificate in the form pn^vided m the indenture. 

An ovmer of a beneficial interest in a Regulation S Global Note may transfer such interest in the 
form of a beneficial interest in such Regulation S Global Note without the provision of vwitten certification, 
provided that such bansfer is not made to a U.S. Person or for the account or benefit of a U.S. Person 
and is effocted, pritx* to Uie expiration of the Distribution Compliance Period, through Euroclear or 
Clearsbeam or, after the exptratfon of the Distribution Compliance Period, through a clearing system 
obier than Euiociear or Ciearstream, In an offshore transaction as required by Reguiaticm S. 

(2) Transfer of a Restricted Note (or any interest therein) to a transferee who takes delivery 
of such Note (or Inter^t therein) In the form of a Regulatton S Note will be made only in accordance with 
the Applicable Procedures (in the case of Global Notes) and upon receipt by the Trustee, the issuers and 
the Note Registrar of a transfer certificate in foe form provided in foe Indenture to the e1fe<^ that such 
transfer is bemg made to a non-U. S. Person in an offshore bansaction (within the meaning of Regulatton 
S) in accordance v\rtfo Rule 904 of Regulation S. An exchange or transfer of a Note represented by a 
Definitive Nc^e to a transferee who takes delivery, of such Note in the form of a Regulation S Olobai Note 
may be made after foe receipt by foe Note Regisbar or Transfer Agent, as the case may be, of foe 
Definitive Notes to be so exchanged or transferred and upon receipt by the Trustee and the issuers of a 
transfer certificate in foe form provided In the Indenture. 

^ owner of a beneficial interest in a Resbicted Global Note may transfer such Interest in the 
form of a beneficial interest In such Restricted Gtobai Note wifoout foe provision of written certification if 
the transferee is a Qualified Institutional Buyer and a Qualified Purchaser. 

(3) Transfers between Participants in DTC will be effected in the ordinary way in accordance 
with the Applicable Procedures and will be settied In immediately available funds. Transfers between 
participants In Euroclear and Ciearstream will be effected in the ordinary way in accordance with their 
respective njles and operating procedures. 

(4) Notes in the form of Definitive Notes may be exchanged or transferred In whole or in part 
in foe principal amount of authorized denominations by surrendering such Definitive Notes at foe office of 
the Note Registrar or any Transfer Agent with a bansfer certificate In the form provided in the indenture. 
In additton, If foe Definitive Notes being exchanged or bansferred contain a Legend, additional 
certifications to foe effect that such exchange or transfer is in compliance with foe resbictions contained in 
such Legend may be required. With respect to ariy transfer of a portion of a Definitive Note, the 
transferor will be entitled to receive, at any aforesaid office, a new Definitive Note representing the 
principal amount retained by foe transferor after giving effect to such transfer. Definitive Notes Issued 
upon any such exchange or transfer (whether in whole or in part) will be made available at the office of 
the applicable Transfer Agent 

(5) For so tong as any of the Notes are listed on foe Irish Stock Exchange and the ruies of 
such exchange shall so require, the issuers will have a paying agent for such Notes in Ireland and 
payments on and transfers or exchanges of interests in such Notes may be effected through the irish 
Paying Agent. If the Irish Paying Agent is replaced at any time during such pertod, notice of foe 
appointment of any reptecement \^lf be given to foe Company /^nouncements OfRc» of the Irish Stock 
Exchange. 

(6) No service charge will be made for exchange or registration of bansfer of any Nc^e but 
the Trustee may require payment of a sum sufficient to cover any tax or governmental chaise payable in 
connection therewith and expenses of delivery (If any) not made by regular mafl. 
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(7) Definitive Notes Issued upon any ex^nge or registration of transfer of Notes vi^li be 
valid obigatlons of the Issuers, evidencing the Mime debt, and entitled to the same benefits, as the 
Definitive Notes surrendered upon exchange or registration of transfer. 

(8) The Trustee wiH effete transfers of Global Notes and, along vnth the Transfer Agents, will 
effect exchanges and transfers of Definitive Notes. In addition, the Note Registrar will keep in the Note 
Register reojrds of the ownership, exchange and transfer of any Note In definitive form. 

(9) The laws of some states require that certaki persons take physical delivery of securities 
in definitive form. Consequently, any transfer of beneficial interests in a Note represented by a Global 
Note to such persons may require that such Interests In a C^obal Note be exchanged for Definitive Notes. 
Because DTC can only act on behalf of Participants, which In turn act on behalf of indirect Participants 
and certain banks, the ability of a person having a beneficlai interest in a Obbai Note to pledge such 
interest to persons or entitles that do not participate In the DTC system, or otherwise take acttens in 
respect <rf such Interest, may require that such Interest in a Gbbal Note be exchanged for Definitive- 
Notes. Interests In a Globa! Note will be exchangeable for Definitive Notes only as described above. 

(10) Subject to compliance with the transfer restricttons applicable to the Notes described 
above and under “Transfer Restrictions," cross-market transfers between DTC, on the one hand, and 
directly or Indirectly through Euroclear or Clearstream participants, on the other, will be effected in DTC in 
accordance with DTC rules on behalf of Euroclear or Clearstream, as the case may be, by Its respective 
depositary; however, such cross-marl^et transacttons will require delivery of Instructions to Euroclear or 
Clearstream, as the case may be, by the counterparty In such system In accordance with its rules and 
procedures and within Its established deadlines (Brussels time). Euroclear or Clearstream. as the case 
may be, will, if the transaction meets its settlement requirements, deliver instructbns to Its respective 
depositary to take action to effect final settlement on lb behalf by delivering or receiving interests in a 
Regulatbn S Global Note In DTC and making or receiving payment in accordance with normal 
procedures for same^ay fends settlement applicable to DTC. Clearstream partidpante and Euroclear 
partictpante may not deliver instructions directly to the depositaries of Euroclear or Clearstream, 
respectively. 

(11) Because of time zone differences, cash received In Euroclear or Clearstream as a result 
of sales of Interests In a Regulatbn S Global Note by or through a Euroclear or Clearstream participant to 
a DTC participant will be received with value on the DTC settlement date but will be available in the 
relevant Euroclear or Clearstream cash account only as c# the business day foltawing settlement in DTC. 

(12) DTC has advised the Issuers that it will take any action permitted to be taken by a holder 
of Notes (Induding, VWthOUt limIteUon, the presentatbn of Notes for exchange a$ described above) only at 
the dlret^n of one or more Partidpante to whose account the DTC interests in the Global Notes are 
credited and only in respect of such portion of the aggregate principal amount of the Notes as to which 
such Participant or Participants has or have given such directbn. However, If there Is an Event of Default 
under the Notes, DTC will exchange the Global Notes for Definitive Notes, legended as appropriate, 
which It vwl! distribute to its Participants. 

(13) DTC has advised the Issuers as Ibifows: DTC Is a limited-purpose trust company 
organized under the New York Banking Law, a “banking organization" vrithln the meaning of the New 
York Banking taw. a member of the Federal Reserve System, a “clearing corporation" within the meaning 
of the New York Uniform Commerdal Code and a “clearing agency* registered pursuant to the provisions 
of Section 17A of the Exchange Ad. DTC was created to hold securities for Its Participants and fedlltate 
the dearance and settlement of securities transactions between Participants through electronic book- 
entry changes In accounts of Its Participants, thereby eliminating foe need for physical movement of 
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certflcates. Partldpants include securities brokers and dealers, banks, trust companies and clearing 
corporations and may indude certain other organizations. Indirect access to the DTC system is available 
to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial 
relationship with a participant, either directly or indirectly Cindirect participants"). 

(14) Although DTC, Euroclear and Clearstream have agreed to ttie foregoing procedures in 
order to facilitate transfers of Interests In Global Notes among participants of DTC, Euroclear and 
Clearstream, they are under no obligation to perform or continue to perform such procedures, and sudi 
procedures may be discontinued at any Ome. None of the Issuer, the Co-Issuer and the Trustee will have 
any responsibility for the performance by DTC, Euroclear or Clearstream or th«r respective Participants 
or Indirect participanfa of their respective obligations under the rules and procedures governing their 
operaticms. 

(15) The Issuer may impose additional transfer restrictions to comply with the USA PATRIOT 
Act, or any similar laws or regulatbns to the extent they are applicable to the issuer, and each holder of 
Securities \^ii be required to comply vwth such transfer restrictions. 

Preference Shares 

The Preference Shares will be issued in fully registered, definitive form, registered in the name of 
the iegai c^vner thereof (or a nominee acting on behalf of the disclosed legal owner thereof). No 
Preference Share may be transferred except In accordance with the terms set forth In the Issuer Charter 
and toe Preference Share Paying Agency Agreement. 

No Gross-Up 

All payments made by the Issuer under the Notes will be made v^thout any deductton or 
witoholding for or on the account of any tax unless su^ deduction or withholding Is required by applicable 
law, as modified by the practice of any relevant governmental revenue authority, then In effect. If toe 
Issuer is so required to deduct or withhold, then the Issuer will not be obligated to pay any additional 
amounts in respect of such withholding or deduction. 

The indenture 

The following summary describes certain provisions of the Indenture. The summary does not 
purport to be complete and is subject to, and qualified in its entirety by reference to, the provisions of the 
Indenture. 

Events of Default 

An "Event of Default" is defined in toe Indenture as: 

(a) a default on any Distribution Date in the payment of any Interest acoxied during toe 
Interest Period immediately preceding sucto Distribution Dale (i) on any Class A Note or 
Class B Note, (ii) if there are rro Class A Notes or Class B Notes outstanding, on any 
Class C Note, (Hi) if there are no Class A Notes. Class B Notes or Class C Notes 
outstanding, on any Class D Note or (iv) if there are no Class A Notes. Class B Notes, 
Class C Notes, or Class D Notes outstanding, on any Ciass E Note, vrtien toe same 
becomes due and payable. In each case which default continues for a period of three 
Business Days (or, in the case of a failure to make such payment resulting, as certified in 
writing by the Trustee, solely from an admlnislrative error or CTnIssion by the Trustee, the 
Administrator, any Pa^ng Agent or the Note Registrar, seven days); 
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(b) a defeuR In the payment of principal of any Note at te Stated Maturity or Redemption 
Date or, in the case of a failure to make such payment faulting solely from an 
administrative error or omission by the Administrator, the Trustee, any Paying Agent or 
the Note Registrar which continues for a period of seven days; 

(c) the failure on any Distribution Date to disburse amounts (other than a default in payment 
described in clause (a) or'(b} above) available in the Interest Collection Account or 
Principal Collection Account in accordance with the order of priority set forth above under 
"—Priority of Payments", v»4iich failure continues for a period of two Business Days or, in 
the case of a failure resulting solely from an administrative error or omission by toe 
Trustee, the Administrator, any Paying Agent or the Note Registrar, which failure 
ccmtinues far a period of seven days; 

(d) either of the issuers becomes an investment company required to be registered under 
the Investment Company Ad; 

(e) a default in the performance, or breach, of any other covenant or other agreement (otoer 
than any covenant to meet the Collateral Quality Tests or the Coverage Tests) of toe 
issuer or the Co-Issuer under the Indenture or any representation or warranty of toe 
Issuer or toe Co-Issuer made in toe Indenture or in any certificate or other writing 
delivered pursuant thereto or in connection therewith proves to be incorrect in any 
material respect when made, and toe rrontinuation of such default or breach far a period 
of 30 days (or, if such default or breach has an adverse effect on the validity, perfection 
or priority of the security interest granted under the Indenture, 15 days) after any of the 
issuer, toe Co-Issuer or toe Collateral Manager has actual knowledge thereof or after 
notice thereof to the Issuer and toe Collateral Manager by the Trustee or to the Issuer, 
toe Collateral Manager and the Trustee by the holders of at least 50% In aggregate 
outstanding principal amount of Notes of toe Controlling Class; 

(f) certain events of bankruptcy, Insolvency, receivership or reorganization of either of the 
issuers (as set forth in the Indenture); or 

(g) one or more final judgments being rendered against either of the Issuers that exceed, In 
the aggregate, U.S.$1,000,000 (or such lesser amount as each Plating Agency may 
specify) and which remain unstayed, undischarged and unsatisfied far 30 days after such 
judgment(5) becomes nonappealabte, unless adequate funds have been reserved or set 
aside far the payment thereof. 

If either of the lssuers <rf)tains kno\^iedge, or has reason to believe, that an Event of DefauR has 
occurred and is continuing, such Co-Issuer Is obligated to promptly notify the Trustee, the Preference 
Share Paying Agent, the Collateral Manager, the Noteholders, any Interest Rate Swap Counterparty, the . 
Synthetic Security Counterparty, the Initial Investment Agreement Provider, toe other of the Issuers and 
each Rating Agency of such Event of Default in writing. 

If an Event of Default ocojrs and is continuing (crther than an Event of Default described in clause 
(f) under "Events of Defauif above), the Trustee (at the direction of the holders of a majority in aggregate 
outstanding principal amount of the Controlling Class) by notice to the Issuers, or holders of a majority In 
aggregate oufatanding principal amount of the Controiling Class by notice to toe issuers and the Trustee, 
may declare the principal of and accrued and unpaid interest on ail of the Notes to be Immediately due 
and payable. If an Event of Default described in clause (f) above under "Events of Default* ocairs. such 
an acceleration will occur automatically and without any farther action. Notwithstanding toe foregoing, if 
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the sde Event of Default is an Event of Default described in cteiuse (a) or clause (b) above, under 'Events 
of Oefauir with respect to a default in the payment of any pnncipai of or interest on the Nc^es d a Ciass 
ottier than the Controlling Ctess, neither the Trustee nor the holders of such non-Conbolling Class will 
have the light to declare such prindpal and odier amounts to be immediately due and payable. Any 
declaration of acceleration may under certain circumstances be rescinded by the holders of at least a 
majority in aggregate outstanding prindpa! anteunt of Notes of the Controlling Class. The ’Controlling 
Class’ Will be the Class A Nc^es or, if there are no Class A Notes outstanding, the Class B Notes or. if 
there are no Ciass A Notes or Ciass B Notes outstanding, the Class C Notes or, if there are no Ciass A 
Notes, Class B Notes or Ciass C Notes outstanding, the Class D Notes or, if there are no Ciass A Notes, 
Class B Nc^es, Ciass C Notes or Class D Notes outstanding, the Class E Nc^es. 

if an Event of Default occure and Is condnulng v^en any Note Is outstanding, the Trustee will 
retain the Collateral Intect and collect all payments In respect of the Ctoilateral and continue making 
payments in the manner described under ’—Priority of Payments’ unless; 

(a) the Trustee, or an independent investment banking firm of national reputation selected by 
the Trustee at the expense of tee issuer, determines that the anticipated net procreeds ctf 
a sale or liquidation of such Collateral would be sufficient to discharge in toll the amounts 
then due and unpaid on the Notes and certain administrative expenses (including any 
amounts due to the Coliaterai Manager and any Interest Rate Swap Counterparty) in 
accordance with the FTiorlty of Payments and the holders of a majority in aggregate 
outstanding prindpal amount of the Controlling Ciass agree wite such determination: or 

(b) the holders of at least 66 2/3% in aggregate outstanding principal amount of each Ciass 
of tee Notes voting as a separate Class (and (i) any Interest Rate Swap Counterparty, 
unless no early termination payment would be owing by the Issuer to the relevanl Interest 
Rate Svirap Counterparty or it vrilf be paid in full ail amounts owing to it by tee Issuer and 
(li) tee Synthetic Securify Counterparty, unless no payment would be ovt^ng by the Issuer 
to tee Synthetic Security Counterparty or ft will be paid In full ai! amounts owing to it by 
tee Issuer) direct, subject to the provisions of tee Indenture, the sale of the Collateral. 

If an Event of Deteult occurs and Is continuing and either conditkm (a) or condition (b) above Is 
satisfied, the Trustee will liquidate the Collateral, including the termination or novation of the Synthetic 
Securities, and terminate any Interest Rate Swap Agreement and, on the second Business Day (the 
"Accelerated Maturity Date”) following the Business Day on which the Trustee notifies the Issuer, tee 
Collateral Manager and each Rating Agency that such liquidation and such termination is completed, 
apply tee proceeds thereof, net of reasonable costs of collection and enforcement. In accordance with the 
Prtority of Payments described above under ’Priority of Payments— Interest Proceeds’ and "Priority of 
Payments — Principal Proceeds.” The Accelerated Maturity Date will be treated as a DIstribufion Date. 

Tbe holders of a nrajority in aggregate outstanding principal amount of Notes of the Controlling 
Class will have the r^ht to direct tee Trustee in the conduct of any proceedings for any remedy available 
to the Trustee, provided that (a) such direction will not conflict i^rfth any rule of law or tee Indenture; (b) the 
Trustee may take any other acftion not Inconsistent with such direction (and the Trustee need not take any 
action whether pursuant to direction from the Controlling Class or othary^se teat it detennines might 
inwDive it in liability unless it has received Indemnity against such liability as set forth in (c)); (c) the 
Trustee has been provided v^h indemnity satisfoctory to it; ^d (d) any direction to underteke a sale of 
the Collateral may be made only as described In the preceding paragraph. 

Purauant to the Indenture, as security for tee payment by the Issuer of the compensation and 
expenses of the Trustee and any sums the Trustee may be entitled to receive as indemnification by the 
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issuer, the issuer will grant the Trustee a Hen on the Collateral, which Hen Is senior to' the Hen of the 
Secured Parties. The, Trustee's Hen will be exercisable by the Trustee only If ttie Notes have been 
declared due and pa^ble Allowing an Event of Default and such acceleration has not been rescinded or 
annulled. 

Subjed to the provisions of the Indenture relating to the duties of the Trustee, in case an Event of 
Defeult occurs and Is continuing, the Trustee will be under no obligation to exercise any of the rights or 
powers under die Indenture at the request of any holders of any of the Notes, unless such holders have 
offered to the Trustee reasonable security or Indemnity. 

The holders of a majority In aggregate outstanding principal amount of Notes of the Conholling 
Class, acUng together with each Synthetic Security Counterparty, may, prior to die time a judgment or 
decree for die payment of money due has been obtained by the Trustee, waive any past deteult on behalf 
of die holders of al! the Notes and its consequences, except a deteuit In the payment of the principal of 
any Note or in the payment of interest {including any Deferred Interest, Defaulted Interest or interest 
thereon) on die Class A Notes or, after the Class A Notes have been paid in full, the Class B Notes or, 
after the Class B Notes have been paid in full, the Class C Notes, after the Class C Notes have been paid 
in full, the Class D Notes, or after the Class D Notes are paid in full, the Class E Notes, or In respect of a 
provision of the Indenture that cannot be modified or amended without the waiver or consent of the holder 
of ea^ (Hitstanding Note affected thereby or arising as a result of an Event of Default described In clause 
(d) above under ’Events of Default’ Notwithstanding any such grant of a waiver, an Interest Rate Swap 
Counterparty may rescind such waiver by notice to the Trustee, the Collateral Manager, each Synthetic 
Security Counterparty and the holders of the Controlling Class of Notes (given within five Business Days 
after receipt of notice of such waiver) If the relevant Interest Rate Swap Counterparty delivers a 
certification to the effect that such waiver will have a material and adverse effect on such Interest Rate 
Swap Counterparty. 

No holder of a Note will have the right to Institute any proceeding with respect to the Indenture 
unless (a) such holder previously has given to the Trustee written ncrtice of an Event of Default, (b) except 
In certain cases of a default In the payment of principal or Interest, the holders of at least 50% in 
aggregate outstanding principal amount of the Notes of the Confroliing Class have made a written request 
upon the Trustee to institute such proceedings in Its own name as Trustee and such holders have offered 
the Trustee reasonable Indemnity, (c) the Trustee has for 30 days failed to institute any such proceeding 
and (d) no direction inconsistent with such written request has been given to the Trustee during such 30- 
day period by the holders of a majority in aggregate outstanding principal amount of the Notes of the 
Controlling Class. 

In determining whether the holders of the requisite percentage of Notes or requisite percentage in 
interest of Preference Shareholders have given any direction, notice or consent, (a) Notes owned by the 
issuer, the Co-Issuer or any affiliate thereof shall be disregarded and deemed not to be outstanding and 
(b) in relation to any assignment or termination of the Management Agreement (Including the exercise of 
any right to remove the Collateral Manager or terminate the Management Agreement) or any amendment 
or other modification of the Management Agreement or the Indenture increasing the rights or decreasing 
the obligations of the Collateral Manager. Collateral Manager Securities shall be disregarded and deemed 
not to be outstanding. Collateral Manager Securities shall be disregarded and deemed ncrt to be 
outstanding for purposes of determining whether holders of the requisite percentage In interest of 
Preference Shares have appr<3ved certain acquisitions of Underlying Assets from the Collateral Manager 
or Its Affiliates. The CoHaterai Manager and its Affiliates will be entitled to vote Notes and Preference 
Shares held by them with respect to al! matters other than those described in the foregoing clause (b) 
(including the selectton of or consent to a successor collateral manager that is not an Affiliate of the 
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existing Collateral Manager). The term •Collateral Manager* for purposes of thfe paragraph Includes any 
successor or successors to HBK Investments L.P. and any of HBK Investments L.P.'s affiliated 
subadvisors. 

Notice,^ 

Notices to the Noteholders will be given by first-class mall, postage prepaid, to the registered 
Noteholders at their addr^ses appeadng in the Note Register. In addition, for so long as any of bie 
Notes are listed on the Irish Stock Exchange and the rules of such exchange so require, notices will also 
be given to the Company Mnouncements Office of the Irish Stock Exchange. 

Modification of the indenture 

With the consent of (a) ffte holders of not less than a majority of each Class materially and 
adversely affocted Uiereby and all of the Preference Shareholders if materially and adversely affected 
thereby, (b) the consent of any Interest Rate Swap Counterparty adversely affected thereby, {c) the 
consent of the Synteetic Security Counterparty adversely affected thereby, and (c) the consent of the 
Initial Investment /'^reement Provider adversely affected thereby, the Trustee and Issuers may enter into 
one or more indenteres to add any provisions to. or change In any manner or eliminate any of tiie 
provisions of, the indenture modify In any manner the rights of the Noteholders of such Class, the 
Preference Shareholders, any interest Rate Swap Counterparty, Synthetic Security Counterparty or the 
Initial Investment Agreement Provider, as the case may be, under the Indenture. Unless notified by 
holders of a majority In aggregate outstanding principal amount of any Class of Notes, a Majorify-in- 
Interest of Preference Shareholders, any Interest Rate Swap Counterparty, the Synthetic Security 
CcMjnterparty or tee Initial Investinent Agreement Provider that such Class of Notes or the Preference 
Shares, as tee case may be, will be materially and adversely affected, or any Interest Rate Swap 
Counterparty will be adversely affected, or the Synthetic Security Counterparty will be adversely affected, 
or the Initial Investment Agreement Provider will be adversely affected, tee Trustee may, consistent with 
the Witten advice of counsel, determine whether or not su^ Class of Notes or the Preference Shares 
would be materially and adversely affected, or any Interest Rate Swap Counterparty would be adversely 
affected, or the Synthetic Security Counterparty would be adversely affected, or the Initial Investment 
Agreement Provider would be adversely affected, by such <teange (after giving 15 Business Days’ notice 
of such change to the holders of such Class of Notes, the Preference Shareholders, any Interest Rate 
Swap Counterparty and the Initial Investment Agreement Provider). Such determination shall be 
condusi\ra and Wnding or\ ail present and future Noteholdere, the Preference Shareholders, any Interest 
Rate Swap Counterparty, the Synthetic Security Counterparty and tee Initial Investment Agreement 
Provider. 

NotwItestandIng the foregoing, the Trustee may not enter into any supplemental indenture without 
the consent erf each herfder of each outstanding Note of each Class affected thereby and each Preference 
Shareholder if the Preference Shares are affeded by tee supplemental indenture if such supplemental 
indenture: 

(a) changes tee Steted Maturity of any Note or the scheduled redemption date of the 
Preference Shares or the due date of any insteliment of Interest on any Note or 
distribution of Excess Interest In respect of a Preference Share, reduces the principal 
amount of any Note or the rate of Interest thereon, or the redemption price wth resped to 
any Note or Preference Share, changes tee earliest date on which the Issuer may 
redeem any Note or Preference Share <:«■ the amount of Excess Interest or Excess 
Principal Proceeds payable In respect of a Preference Share, changes the provistons erf 
the Indenture relating to the application of proceeds of any Collateral to the payment of 
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prindpal of or Interest on the Notes or the payment of Excess Interest and Excess 
Principal Proceeds in respect of the Preference Shares, changes any place where, or the 
coin or currency In which, any Note or any Preference Share, or the principal thereof or 
interest thereon or any Excess Interest or Excess Principal Proceeds in respect hereof, 
respedively, is payable, or impairs the right to institute suit tor die enforcement d any 
sudi payment on or after the Stated Maturity thereof or the scheduled redemption date of 
the Preference Shares (or, in the case of redemption, on or after the applicable 
redemption date); 

(b) reduces the percentage in aggregate outstanding principal amount of hoid^ of Ndes of 
each Class or the percentage of Preference Shares whose OMisent Is required for Bie 
authorization of any supplemental Indenture or for any waiver of compliance with 
applicable provisions of the Indenture or certain defaults thereunder or their 
(xmsequences; 

(c) impairs or adversely affects the Coiiateral pledged under the Indenture except as 
otherwise permitted thereby; 

(d) permits the creation of any lien ranking prior to or on a parity with the lien created by the 
Indentiire with resped to any part of the CoHateral or terminates such lien on any 
property at any time sufajed thereto or deprives the holder of any Note of the security 
afforded by the ilen created by the Indenture; 

(e) reduces the percentage of the aggregate outstanding principal amount of holders of 
Notes of each Class whose consent Is required to request that the Trustee preserve the 
Collateral pledged under the Indenture or rescind the Trustee’s etedlon to preserve the 
Collateral or to sell or liquidate the Coiiateral pursuant to the Indenture; 

(f) modifies any of the provisions of the Indenture with respect to supplemental indentures 
requiring the consent of Noteholders except to Increase the percentage of outstanding 
Notes (or percentage of Preference Shares) whose holders' consent is required for any 
such adlon or to provide that other provisions of the Indenture cannot be modified or 
waived without the consent of the holder of each outstanding Note or Preference Share 
affected toereby: 

(g) modifies the definition of the term "Outstanding," the Priority of Payments or the 
subordination provisions of the Indenture; 

(h) changes the permitted minimum denominations of any Class of Notes or the minimum 
number erf Preference Shares; or 

(1) modifies any of the provisions of the Indenture In such a manner as to alfect the 
calculation of the amount of any payment of interest on or principal of any Note or the 
calculation of the amount of Excess Interest or Excess Principal Proceeds wite respect to 
the Preference Shares on any Distribution Date or the right of the Noteholders or the 
Preference Shareholders to tee benefit of any provisions for the redemption of such 
Notes or Preference Shares contained In the Indenture; • 

provided teat no such supplemente! indentore shall modify tee rights of the Preference Shareholders 
without the written consent of each Preference Shareholder. At any time that any Class of Notes is rated 
by any Rating Agency, the Trustee shall not enter into any such supplemental Indenture if, as a result of 
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such supplemental Indenture, the Rating Condition would not be satisfied with respect to such 
supplemental tndenUire, unless each holder of Notes of each Class whose rating vrill be raduced or 
withdrawn has consented to suc^ supplemental Indenture. 

The issuers and the Trustee may also enter into supplemental indentures without obtaining die 
consent of the holders of any Notes or Preference Shares, any Interest Rate Swap Counterparty, the 
Synthetic Security Counterparty or the inlBa! Investment Agreement Provider in wder to, amorig ottier 
things: 

(a) evidence the succession of any person to the issuer or the Co-issuer and the assumption 
by such successor of the covenants in the Indenture and the Notes or to change the 
name of the Issuer or the Co-Issuer; 

(b) add to the covenants of the Issuers or the Trustee for the benefit of the holders of all erf 
the Nerfes and Preference Shares or to surrender any right or power conferred upon the 
Issuers; 

(c) convey, dansfer, assign, mortgage or pledge any property to or with the Trustee; 

(d) evidence and provide tor the acceptance of appointment under the Indenture by a 
successor trustee, collateral manager, listing agent, calculation agent, custodian, 
securities intermediary, note registrar, paying agent and/or collateral administrator and 
the compensation thereof and to add to or change any of the provisions of the indenture 
as shall be necessary to facilitate the administration of the trusts under the Indenture by 
more than one Trustee; 

(e) correct or amplify the description of any property at any time subject to the lien created by 
the Indenture, or to better assure, convey and confirm unto the Trustee any property 
subject or required to be subject to the lien created by the Indenture (including, without 
limitation, any and all actions necessary or desirable as a result of changes in law or 
regulations) or to subject to the lien created by the Indenture any additional property; 

(f) make administrative and other non-material (Ganges as the Issuer deems appropriate; 

(g) obtain ratings on one or more Classes of Notes from any rating agency; 

(h) with the priw written consent of the Collateral Manager, modify the restrictions on and 
procedures for resales and other transfers of the Notes to reflect any changes in 
applicable law or regulation (or the interpretation thereof) or to enable the Issuers to rely 
upon any less restrictive exempfion from registration under the Securities Act or die 
Investment Company Act or to remove restrictions on resale and transfer to the extent 
not required. ttiereunder, 

(i) with the prior written tronsent of the Collatwal Manager, correct any inconsistency, defect 
or ambiguity in the Indenture; 

. (j) wito the prior written consent of the Collateral Manager, modify the fesWetions on and 
procedures tor resales and other transfers of the Notes to reflect any changes in 
applicable law or regulation (or the Interpretation thereof) or in aorordance with the USA 
PATRIOT Act, or oflier similar applicable laws or regulations to enable the issuers to rely 
upon any less restrictive exemption from registration under the Securities Act or the 
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Investment Company Act or to remove lestricfions on resale and fransfer to the extent 
not requited theieunden 

(k) avoid the Impostdon of tax on die net income the issuer (or to reduce the amount of 
such tax payable by the issuer) or of withholding tax on any payment to the Issuer, or 
prevent the Not^olders, the Preference Shareholders or the Trustee from being subject 
to widihoiding or odier taxes, fees or assessments, or prevent the Issuer from being 
treated as engaged In a United States trade or business for U.S. federal income tax 
purposes or othenMse subject to U.S, federai, state, local or foreign Inrx^me or danchise 
tax on a net Income tax basis, or avoid the Issuer being required to register as an 
Investment company under the investment Company Act (or to reflect any change 
permitted by the Indenture to avoid the occurrence of a Tax Event or the existence of a 
Tax Materiality Condition); provided that such action will cause the Notehc^dei^ to be 
adversely affected to any material extent by any change to the timing, character or 
scMjrce of the Income from the Note; 

(l) with the prior written consent of the Collateral Manager, to avoid the consolidation of the 
issuer with the Collateral Manager on the financial statements of the Collateral Manager; 

(m) accommodate the issuance of any Class of Notes as definitive notes; 

(n) if 100% of the Preference Shareholders request in writing to the issuer and the Trustee, 
accommodate the issuance of additional Preference Shares terms identical to those 
of the existing Preference Shares; 

(o) if the Coltatera! Manager consents, modify the Auction Procedures; or 

(p) correct any manifest error In any provisfon of the Indenture upon receipt by the Trustee of 
written direction from the Issuers describing in reasonable detail such error and the 
modification necessary to correct such erron 

provided that, in each such case, such supplemental Indenture would not materially and adversely affect 
any holder of Notes or any Preference Shareholder or adversely affect any Interest Rate Swap 
Countensarty, die S^lhetlc Security Ctounterparty or the Initial Investment Agreement Provider. Unless 
noticed by hdders of a majority in aggregate outstanding principal amount of Notes of any Class, a 
Majoiity-ln-lnterest of Preference Shareholders, any Interest Rate Svrep Counterparty, the Synthetic 
Security Counterparty or the Initial Investment Agreement Provider that such Class or the Preference 
Shareholders will be materially and adversely affected, or any Interest Rate Swap Counterparty will be 
adversely affected, or the Synthetic Security Counterparty will be adversely affected, or die Initiai 
Investment Agreement Provider will be adversely affected, the Trustee may rely upon an opinton of 
counsel as to whether the Interests of any Noteholder or Prefe^ce Shareholder would be materially and 
advereeiy affected, or any tnter^t Rate Swap Counterparty would be adversely affected, or the Synfeetlc 
Security Counterparty would be adversely affected, or the Initial Investment Agreement Provider vrauid be 
adversely affected, by any such supplemental indenture (after giving ten days' notice of such change to 
each Noteholder, Pr^erence Shareholder, any Interest Rate Swap Counterparty, the Synthetic Security 
Counterparty and the Initial Investment Agreement Provider). Tlie Trustee may not enter into any such 
supplemental indenture if, with respect to such supplemental indenture, the Rating Condition would not 
be satisfied: provided that the Trustee may, with the consent of each holder of Notes of eac* Class with 
respect to \Artiich the Rating Condition would not be satisffed, enter into any suc^ supplemental Indenture 
notwithstanding any such reduction or withdrawal of the ratings of such Class of Notes. 
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Nc^thstandlng any of ttie foregoing, ttie Trustee may not enter Into any supplemental indenture 
without the prior written consent of the Collateral Manager. If su^ supplemental indenture advereely 
affects the Collateral Manager {as determined by the Collateral Manager in its reasonable judgment) in 
any respect or changes the rights or obligations of the Collateral Manager in any respect. 

Modification of Certain Odier Documents 

Prior to entering Into any amendment or other modification of, or consenting fo or directing any 
ass^nment or termination of tiie Management Agreement or any Interest Rate Swap Agreement, die 
issuer is required by the Indenture to obtain the written confirmation of each Rating Agency that foe 
Rating Condition is satisfied with respect fo such amendment, modification, assignment or termination. 
Prior to entering into any waiver in respect of any of the foregoing agreements, the Issuer Is required to 
provide each Rating Agency, foe Collateral Manager, any interest Rate Swap Counterparty, the Synthetic 
Security Counterparty and foe Trustee with written notice d sucfo waiver. The Indenture also provides 
that foe Issuer may not amend or modify, or consent to or direct any assignment or termination of foe 
Administration Agreement wfoout foe prior written consent of a Special-Majority-in-lnterest of Preference 
Shareholder, any interost Rate Swap Counterparty and foe Synthetic Security Counterparty (if such 
Interest Rate Swap Counterparty or Synthetic Seairtty Counterparty would be adversely affected 
thereby). The Synthetic Security Counterparty will be an express third party beneficiary of the Indenture. 

Consolidation. Merger or Transfer of Assets 

Except under the limited circumstances set forth In foe Indenture, neither of the Issuers may 
a}nsolldate with, merge into, or transfer or convey all or substantially all of its assets to. any other 
corporation, partnership, trust or other person or entity. 

Petitions for Bankruptcy 

The Indenture provides that the Noteholders agree not to cause the filing of a petition for winding 
up or a petition (n bankruptcy against the Issuer or the Co-issuer before one year (or, if longer, the 
applicable preference period then in effect, including any period established pursuant to foe iaws of the 
Cayman Islands) and one day have elapsed since foe payment m full of all Notes. 

Satisfaction and Discharge of Indenture 

The Indenture wll be discharged with respect to foe Collateraf upon delivery to the Trustee for 
cancellation of ail of the Notes, or, within certain limitations (including foe obligation to pay principal and 
interest, including Deferred Interest. Oefeuited Interest and Interest on Defaulted interest), upon deposit 
with foe Trustee of funds sufficient for the payment or redemption thereof and the payment by foe Issuers 
of all cHher amcHints due under the Notes, the Indenture, any Interest Rate Swap Agreement (including ali 
relevant termination payments), the Administration Agreement the Preference Share Pa^ng /^ency 
Agreement and the Management Agreement. 

Trustee 

Deutsche Bank Trust Company Americas will be the Trustee under the Indenture. The Issuers, 
the Collateral Manager and foeir respective affiliates may maintain other banking relattonships in the 
ordinary course of business with the Trustee. The paymwt of foe fees and expenses of the Trustee is 
solely foe obligation of foe Issuers. The Trustee arfd Its affiliates may receive compensation in 
connection vrith foe investment of trust assets in certain Eligible Investments as provided In the Indenture. 
Eligible investments may include invesfoiente for which foe Trustee and/or its affiliates prowde services. 
The Indenture contains provfeions for foe indemnification of the Trustee for any loss, liability or expense 
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incHiired wthcHJt negligence, wiil^l misconduct or bad faith on its part, arising out of or in connection with 
the a(x:eptemce or administration of the Indenture. Pursuant to the indenture, the Issuer has granted to 
die Trustee a lien senior to that of the Noteholders to secure payment by the Issuer of die compensation 
and expenses of the Trustee and any sums the Trustee may be entitled to receive as Indemnlficatton by 
the issuer under toe Indenture {subject to the dollar limitations set forth in the Priority of Payments with 
respect to any Distribution Date), which lien the Trustee is entitled to exercise only under certain 
circumstances. The Trustee may resign at any time by givmg written notice of such resignation to toe 
Preference Share Paying ^ent, the Issuers, toe Noteholders, toe Collateral Manager and eadi Rating 
Agency. The Trustee may be removed by 66 2/3% in aggregate outstandtog principal amount of the 
Not^ (voting together as a single Class) or, at any time when an Event of Default shall have ocoirred 
and be continuing or when a successor Trustee has been appointed pursuant to the Indenture, by a 
majority in aggregate outstanding prindpa! amount of the Controlling Class. No resignation or removal of 
the Trustee will become effective until the acceptance of the appointment of a successor Trustee, In toe 
Indentore, the Trustee \Ariil agree not to cause the filing of a petition for winding up or a petitton in 
bankruptcy against the Issuers for nonpayment to the Trustee of amounts payable thereunder until at 
least one year, or if kmger. the applicable preference period then In effect including any period 
established pursuant to the laws of the Cayman islands, and one day after the payment In full of all of the 
Notes. 


Characterization of the Notes 

The Issuer wilt ^eat the Notes as indebtedness of the issuer for U.S. federal, state end local 
income tax purposes. The Indenture will provide that each holder, by accepting a Note, agrees not to 
take any action inconsistent with such treatment unless required by law. 

Governing Law 

The Notes, the indenture, the Subscription Agreements, the Management Agreement, the 
Collateral Administration Agreement, any Interest Rate Swap Agreement, eadi Synthetic Security, the 
Inibal Investment Agreement, the Preference Share Pa^ng ^ency Agreement and toe Note Purchase 
Agreement will be governed by the law of the State of New Yorit. The Issuer Charter, the Preference 
Shares and toe Administration Agreement will be governed by the law of the Cayman Islands. 

Reports 

The Issuer will deliver, or cause to be delivered, a nwithly report (the 'Monthly ReporT), except 
for the months when it prepares the Note Valuation Report described below, containing certain 
Information iBgarding, among other tolngs, the characteristics and performance of the Underlying Assets 
included to the Collateral. The Issuer will deliver, or cause to be delivered, as of each Determination 
Date, a report (the 'Note Valuation Report'), containing certain information regarding, among other 
things, the aggregate principal amount of, and payments of Interest on or principal of, the Notes and the 
informatton wito respect to the Underlying Assets normally included in the Monthly Report. In connedlon 
with the Monthly Report, the Issuer also shall provide, or cause to be provided, certain monitoring 
Information to each Rating Agency as set forth in the indenture. The Note Valuation Report will be 
delivered no later than 2 Business Days prior to the relevant Distribution Date. 

Collateral Administrator 

On tw before the Closing Date, the Issuer shall enter into a cbliaterai administration agreement 
(the "Coiiaterai Administration Agreement*) among the Issuer, toe Collateral Manager and Deutsche 
Bank Trust Company Americas, as coilatemi administrator (in such capacity, the 'Collateral 
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AdminisU^tor*}, pursuant to which Uie CoKateral Administrator wilt assist the issuer in certain data 
coiiecdOT and competiation Unctions vdth respect to die Underlying ^sete. 
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CERTAIN TERMS OF THE PREFERENCE SHARES 

The foltawlng summaiy describes certain terms and condWons applicable to the Preference 
Shares. This summary, together with other portions of this Offering Circular summarizing terms and 
conditions applicable to the Preference Shares, does not purport to be oompiete and is subject to, and 
qualifled In its entirety by reference to, the provisions of the Indenture, the Issuer Charter and the 
Preference Share Paying Agency Agreement. 

Status of the Preference Shares 

The Preference Shares are equity in the Issuer and are not secured by the Collateral securing the 
Notes. As such, the Preference Shareholders will, on a winding up of the Issuer, rank behind ail of the 
creditors, whether secured or unsecured and known or unknown, of the Issuer, Including, without 
llmffatlon, the Noteholders, any Interest Rate Swap Counteqjarty, the Synthetic Security Counterparty, 
the Initial Investment Agreement Provider and any judgment creditors. 

Payments in respect of the Preference Shares are subject to certain requirements Imposed by 
Cayman Islands law. Any amounts paid by the Preference Share Paying Agent as distributions by way of 
dividend on the Preference Shares will be payable only if the Issuer has sufficient distributable profits 
and/or share premium. In addition, such distributions and the payment of Excess Principal Proceeds 
upon redemption of the Preference Shares will be payable only to the extent that the Issuer Is and 
remains solvent after such distributions are paid. Under Cayman Islands law, a company Is generally 
deemed solvent If It is able to pay Its debts as they come due. 

To the extent the requirements under Cayman Islands law described in the preceding paragraph 
are not met, amounts otherwise payable to the Preference Shareholders will be retained in the 
Preference Share Payment Account undl, in the case of any payment by way of dividend which would 
otherwise be payable other than on a redemption date of the Preference Shares, the next succeeding 
Distributton Date, or. In the case of any payment which would otherwise be payable on a redemption date 
of the Preference Shares, the next succeeding Business Day, In each case on which the Issuer notifies 
the Preference Share Paying Agent that such requirements are met. Amounts on deposit in the 
Preference Share Payment Account win not be available to pay amounts due to the Noteholders, the 
Trustee, the Collateral Manager, the Administrator, any Interest Rate Svrap Counterparty or any other 
creditor of the issuer whose claim is limited In recourse to the Collateral, However, amounts on deposit In 
the Preference Share Payment Account may be subject to the claims of creditors of the Issuer that have 
not contractually limited their recourse to the Collateral. 

Rights of Consent of the Preference Shareholders 

Set forth below Is a summary of certain matters with respect to which the consent of the 
Preference Shareholders is required or In respect of which the Preference Shareholders may give 
directions. This summary is not meant to be an exhaustive list. 

Oniianal Redemption of the Notes : On any Distribution Date on or after the D Distribution Date, 
the Notes may, subject to satisfaction of certain conditions described herein, be redeemed (in 
whole but not in part) at the direction of the holders of at least sixty^slx and two thirds percent (66 
2/3%) of the Preference Shares, as described under "Description of the Notes — Optional 
Redemption.' 

Tax Rademntinn afthe Natgs : On any Distribution Date, the Notes may, subject to satisfaction of 
certain conditions described herein, be redeemed (in whole but not In part) at the direction of a 
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MaJority-in-Interest of Uie Preference SharehoWers. as described under ’DescripUon of the 
Notes-— Tax Redemption." 

The Management Aareement For a description of certain of the rights of the (Reference 
Shareholders in relation to bie removal of the Collateral Manager and the appointment of a 
successes' Collateral Manager, see "The Management Agreement." 

The Indenture : 'Hie Issuer is nc^ permitted to enter into a supplemental indenture v^rithout the 
. consent of the Preference Shareholders, if materially and adversely affected thereby. 

Auction Call Redemption of the Preference Shares 

The Preference Shares will be subject to redemption pursuant to an Auction Cali Redemption 
occurring on or after the First Audion Cali Date under the circumstances described under "Description of 
the Notes— Auction Cali Redemption." 

Governing Law 

The Preference Share Paying Agency Agreement and the Subscription Agreements vwli be 
governed by the law erf the Stale of New York. The lssu«’ Charter and the Preference Shares will be 
governed by the law of the Cayman Islands. 
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USE OF PROCEEDS 

'Rie gross proceeds received from the issuance and sale of the Notes and die Preference Shares 
wiii be approximately U.S.$( ). On tie Closing Date, the Issuer will receive approximately U.S.$[ ] as the 
net proceeds from the issuance and sale of the Notes and tie Preference Shares. The net proceeds 
feimi the issuance and sale of the Notes and the Preference Shares are the gross proceeds net of the 
payment of the placement and sfructuhng fees related to the placement of the Notes and Preference 
Shares, the payment of other closing expenses and an initial deposit Into the Expense Account. Such net 
proceeds feom the issuance and sale of the Notes and me Preference Shares wiii be used by the issuer 
to purchase a diversified portfolio of interests in Underlying Assets ha\hng the ^aracterlstics described 
herein under ’Security for the Notes — Underlying Assets" and "—Closing Date Portfolio" and to fund 
certain accounts established under the Indenture. 

On Uie Closing [^te, the issuer w)l have acquired (or committed to acquire for settlement in 
accordance with custwnary settlement procedures in me relevant markets) the entire portfolio. As of the 
Closing Date, the portfolio, along wim fends on deposit In the Uninvested Proceeds /tecount, will consist 
of Underlying Msets (acquired or committed to be acquired) having an Aggregate Principal/Notional 
Balance (Inciuding principal collections on such Underlying Assets deposited In the Uninvested Proceeds 
Account on the Closing Date) of approximately U.S.$( ]. Pending Investment In Underiying Assets, me 
Uninvested Proceeds, if any, will be deposited Into the Uninvested Proceeds Account and invested in 
Eilgibfe Investments. In the event that mere are any remaining Uninvested Proceeds on me 
DeterminatiOT Date preceding me First Distribution Date, mey will be transferred to me Payment Account 
and treated as Principal Proceeds on the First Distribution Date and distributed In accordance with the 
Prtority of Payments. 
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RATING OF THE NOTES 

It is a (»nditlon to toe tesuance of toe Ncrfes that toe Class A-1 Notes he rated "Aaa" by IStoody*s 
and "AAA" by Standard & Poor's, that the Class A-2 Notes be rated "Aaa* by Moody's and "AAA* by 
Standard & Poor’s, that the Class B Notes be rated at least "Aa2" by Mood/s and "AA" by Standard & 
Poor's, toat the Class C Notes be rated at least *A2" by Moody's and "A* by Standard & Poor’s, that the 
Class D Notes be rated at least "Baa2" by Mood/s and "BBS" by Standard & Poor’s and that the Class E 
Notes be rated at least *Ba1" by Mood/s and "BB+" by Standard & Pow's. The ratings assigned to the 
Class A Notes and the Class B Notes by Standard & Poor's address the timely payment of Interest on. 
and toe ultimate payment of the principal of, the Class A. Notes and toe Class B Notes. The ratings 
assigned to the Class C Notes, the Class D Notes and the Class E Notes by Standard & Poor's address 
the ultimate payment of principal and the ultimate payment ctf Interest on, the Class C Notes, the Class 
D Notes and the Class E Notes. The ratings assigned to the Notes by Mood/s address the ultimate cash 
receipt of all required parents as provided by the governing documents, and are based on toe expected 
lews to the Nc^holders of each Class relative to toe promise of receiving the present value of such 
payments. A security- rating is not a recommendation to buy, sell or hold securities and may be subject to 
revision or withdrawal at any time. 
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MATURITY AND PREPAYMENT CONSIDERATIONS 

Tlie Stated Maturity of each Class of Notes is the 0 Distributton Date. The Notes will mature at 
their Stated Maturity unless redeemed or repaid prior thereto. However, the average lives of the Notes 
may be less than the number of years until the Stated Maturity. Based on tee portfolb of Undeiljring 
Assets that the Collaterai Manager expects the Issuer to purchase no later than the DeterminatlQn Date 
preceding the First Distribution Date, and assuming (a) no Underlying Assets default, and (b) prepayment 
of any Underlying Assets during any rrtonth occurs at a rate equal to an average rate oS prepa^ent 
specifled by the Cdlateral Manager, redemptbn will occur and tee average life of each Class of Notes 
from the Closing Ctete v\^!l be as follows: 


Class 

Average Life in Years assuming 
an Auction Cal! Redemption 
occurrlnq In (1 

Class A-1 Notes 

0 

Class A-2 Notes 

D 

Class B Notes 

D 

Class C Notes 

n 

Class D Notes 

D 

Class E Notes 

: n 


Such average lives of the Notes are presented tor illustrative purposes only. Although the 
CollaterBl Manager prepared the list In Schedule A I dentifying the portfoilo of Underlying Assets that tee 
Issuer will purchase on the Closing Date (or that the Issuer has committed on or prior to the Closing Date 
to purchase thereafter for settlement in accordance with customary settlement procedures In tee relevant 
markets), the assumpttons used to calculate the average lives of the Notes are necessarily arbitrary, do 
not necessarily reflect historical expwience with respect to securities similar to the Underlying Assets and 
do not constitute a prediction with respect to the rates or timing of receipts of Interest Proceeds or 
Principal Proceeds, defaults, recoveries, sales, prepayments or optional redemptions to which the 
Underiylng Assets may be subject. Actual experience as to these matters will differ, and may differ 
materially, hrom that assumed in calculating the Hfustrative average lives set forth above, and 
consequenfly the actual average lives of the Notes will differ, and may differ materially, from teose set 
forth above. In additton, the assumptions set forth above do not necessarily reflect historical performance 
and defaults for Asset-Backed Securities and the Issuer makes no representation or warranty that such 
assumpttons are appropriate or reasonable. Accordingly, prospective investors should make their own 
determinations of tee expected weighted average lives and matority of tee Notes and, accordingly, their 
own evaluation of the merits and risks of an investment In the Notes. See "Klsk Factors— Projecflons, 
Forecasts and Esfimates." 

Average life refers to the average number of years that will elapse from tee date of delivery of a 
security until each dollar of the principal of such security will be paid to tee investor. 

The average lives of the Notes will be determined by the amount and frequency of principal 
payments. The actual average lives of the Notes will also be affected by the financfal condttlon of tee 
obli^rs of tee Underiylng Assets and the characteristics of such obligations. Including the existence and 
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frequency of exercise of any optional or mandatory redemption or prepayment features, the prevailing 
level interest rates, the redemption price and the actual default rate and the actual level of reojveries 
on any Defaulted Securities. The rate of fature defaults and the amount and timing of any cash 
realizaUon from Defaulted Securities also wli affect the average lives of the Notes. 
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SECURITY FOR THE NOTES 

General 

The Coilateral securing the Notes will consist of: 

(a) ttie Underlying Assets and Equity Securities (if any) and the Offeet Transactions and the 
Offsetting Transactbns; 

(b) Uie rights of the Issuer under any Interest Rate Swap Agreement; 

(c) amounts on deposit in the Payment Account, the interest Collection Acasunt, the 
Principal Collechon Account, the Expense Account, the Uninvested Proceeds Account, 
the Synthetic Security Collateral Account, the Disposition Proceeds Account and the 
Synttietic Security Issuer Account (collectively, ttie "Accounts*) and Eligible Investments 
purchased vrith funds on deposit in such accounts; 

(d) the righte of the Issuer under the Management Agreement, the Note Purchase 
Agreement, the Subscription Agreements, the Collateral Administration Agreement and 
the Administration Agreement; and 

(e) all proceeds of the foregoing (collectively, ttie "CoHatoral"). The Collateral will not 
include the Excepted Property. 

Underlying Assets — Asset>Backed Securities 

An "Asset-Backed Security" Includes any Dollar-denominated asset-backed security or any 
security that represents a direct or indirect interest In such an asset-backed security that, at the lime of 
acquisition (or commitment for acquisition) by the Issuer on the Closing Date, is not a Prohibited Asset or 
a Defaulted Asset and which satisfies each of the following conditions: 

(a) it provides for a fixed amount payable In cash no later than its stated maturity; 

(b) the Underlying Instruments with respect to such Asset-Backed Security do not prohibit it 
fi^m being purchased by the Issuer and pledged to the Trustee; 

(c) it Is not denominated or payable In, or convertible into an obligation or security 
denominated or payable in. a currency other tfian Dollars; 

(d) it does not require the Issuer to make future advances or payments to the obligor or 
Issuer; 

(e) ft has a Standard & Poor's Rating (excluding Wiose with a rating from Standard & Ffoor’s 
which includes the subscript "p", "pi", "q". V or T) and a Moody's Rating; 

(f) it is not "margin stock" and does not provide for converaion into "margin stock"; 

(g) It is not subjer^ to an Offers 

(h) it (or, if It Is a certificate of beneficial interest In an entity that is treated as a grantor trust 
or a partnership and not as a REMtC or FASIT for U.S. federal income tax purposes. 
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each of tiie debt Instruments or securities held by such entity) Is described In at least one 
of the following four clauses: 

{!) it is a Public Security that was Issued in a firm commitment underwriting for which 
neither the Collateral Manager nor an Affiliate thereof served as underwriter; 

(ii) It was not purchased by the Issuer (A) directly or indirectly from its issuer. (B) 
pursuant to a le^lly binding agreement made before the issuance of the 
obligation or security or (C) from the Collateral Manager or any its Affiliates 
unless sudi entity {1) regularly acquires securities of tiie same type for its own 
account, (2) could have held the obligation or security for its own account 
o^ns^tent with its investment policies, (3) did not Identify the obHgation pr 
security as intended for sale to the issuer or the Collateral Manager within 30 
days of its issuance and (4) held the obligation or security for at least 30 days; 

(III) It Is a Private Security and 

(A) it was originally issued pursuant to an offering circular, private placement 
memorandum or similar offering document: 

(B) the Issuer, the Collateral Manager and the Affiliates of the Collateral 
Manager did not at original issuance acquire (20)% or more of the 
aggregate principal amount of al! classes of securities offered by the 
issuer of the Asset-Backed Security in the offering and any related 
offering; provided in each case that any acquisition by an Affiliate of the 
Collateral Manager that is not a member of the Collateral Manager 
Group shall be included only if the Collateral Manager or any of its 
employees or agents knew or had reason to know of such acquisition; 
and 

(C) the Issuer, the Collateral Manager and any Affiliate of the Collateral 
Manager did not participate In negotiating or stmcturing the terms of the . 
Asset-Backed Security, except (1) to the extent such participation 
consisted of an election by the Issuer, the Collateral Manager or an 
Affiliate of the Collateral Manager to tranche the subordinate classes of 
securities of an issue in the form of one of the structuring options offered 
by the issuer of the securities or (2) for the purposes of (I) commenting 
on offering documents to an unrelated underwriter or placement agent 
where the ability to comment on such documents vras generally available 
to investors or (il) due diligence of the kind customarily performed by 
Investore In securities, or (3) to the extent the Collateral Manager or any 
Affiliate of the Collateral Manager, either directly or Indirectly through a 

, <»ndult issuer, was the issuer of the Asset-Backed Security; provided 
that any participation in negotiating or structuring by any. Affiliate of the 
Collateral Manager that is not a member of the Collateral Manager 
Group shall be Included only If the Collateral Manager or any of its 
employees or agente knew or had reason to know of such participation: 
or 

(iv) it is either (A) the sole material obligation of a repackaging vehicle formed and 
operated exclusively to hold a single Asset-Backed Security described In at least 
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one of clauses {h)(l), (h)(}l) or (hXiUX which vehlcje may also hoW a derivative 
financial instniment or guarantee designed solely to one or more terms of 
such Asset-Backed Security or (B) a security issued by a repackaging vehicle 
that holds one or more Asset-Backed Securities described in at least one of 
clauses (h)(i), (hKii), {h)(iii), or (h){iv)(A) and which is treated as a REMIC, FASIT, 
grantor trust, or partnership for U.S. federal income tax purposes, and is formed 
by the Coliatera) Manager or one of its Affiliates; 

(i) if Interest Income on an Asset-Backed Security is considered U.S.-source income fer U.S. 
federal in(x>me fex purposes, it is in registered fcH'm fer U.S. federal income tax purposes 
and it (and If It a certificate of interest In a trust that Is treated as a grantor tnist and not 
as a REMIC or FASIT for U.S. federal income tax purposes, each of the obligations or 
securities held by sudi trust) was issued after July 18, 1984; provided that, if It is a 
certificate of beneficiat Interest In an entity that Is treated as a parbierahip for U.S. federal 
income tax purpc^es, each of the obligations or securities held by such entity Is in 
registered form for U.S. Federal income tax purpc^s and was Issued after July 18, 1984 
(a ‘Regfetered* obligation or security); 

(]) either (I) the issuer meets the certificatkm and other requirements to receive payments 
with respect to the Asset-Backed Security free of U.S. and foreign withholding tax, (il) the 
issuer thereof is required to make additbna! payments sufficient on an after-tax basis to 
cover any U.S. and foreign withholding tax imposed on payments made to the issuer with 
respect thereto (including any tax ' on the additional payments described in this 
paragraph) or (ill) the issuer thereof has obtained or expects to obtain in the ordinary 
course and not more than six weeks foibwing the issuance thereof an exemption from 
withholding tax for the entire period during which the Notes and the Preference Shares 
wilt be outstanding; provided that, for purposes of this clause (h). a determination that an 
Asset-Backed Security Is eligible for exemptbn from U.S. withholding tax under Section 
871(h) or Sectbn 881(c) of the Code may be based on advice of Allen & Overy LLP or an 
opinbn of counsel that the Asset-Backed Security will or should be treated as debt for 
U.S. federal income tax purposes; 

(k) (i) the Asset-Backed Security is the obllgatbn of a single Issuer incorporated as a 

corporation under the state or federal laws of the United States, that is not a U.S. reai 
property holding company; (il) the Issuer has been advised by Allen & Overy LLP or has 
received an opinbn of counsel that owning the Asset-Backed Security not subject the 
issuer to U.S. federal income tax on a net income basts or cause the Issuer to be treated 
as engaged in a trade or business within the United States; (iii) the Issuer has received 
an opinbn of counsel that the Asset-Backed Security will be treated as debt for U.S. 
federal income tax purposes; (tv) the Issuer has received an opinion of counsel ttiat for 
U.S. federal lno>me tax putposes (A) the issuer of the Asset-Backed Security is a grantor 
trust and (B) all the assets of the trust are regular interests in a REMIC or FASIT or 
interest rate floora, caps, swaps or other notional principal contracts (within the meaning 
of appibabie Treasury Regulatbns), the payments under v^lch are determined solely by 
reference to interest rates, or (v) the Alternative Debt Test is satisfied, provided that, for 
purposes of clauses (f), (g), (h) and this dause (I), (1) an opinion of counsel that the 
issuer of an Asset-Backed Security will be treated as e REMIC or FASIT for U.S. federal 
income tax purposes shall be treated as an opinion of counsel that the Asset-Backed 
Security will be treated as debt for U.S. federal income tax purposes (unless the Asset- 
Backed Security is the residual interest In the REMIC or the ownership interest in the 
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FASIT), (2) If there has been no change In the terms of an Asset-Backed Security prior to 
^ acquisition, the issuer shall be treated as having received an opinion that it will or 
should be treated as debt if the Issuer either has obtained a tax opinion to that effect 
rendered at die tesuance of such Asset-Backed Security or has received offering 
documents pursuant to which such Asset-Backed Security vres offered that include a tax 
opinion to such effect or state diat an opinion of counsel to sudi effect has been 
rendered, and (3) if there has been no change in any of the organizational documents of 
an entity issuing an Asset-Backed Security since its issuance, the Issuer shall be treated 
as having received an opinion that such entity wilt be treated as a corporation, 
partnership, grantor dust, REMIC or FASIT (as the case may be) for U.S. federal income 
tax purposes if the issuer either has obtained a tax opinion to that effect rendered at the 
time of the issuance of the Asset-Backed Security or has obtained offering documents 
that Include an opinton of counsel to such effect or state that an opinion of counsel to 
such effect has been rendered; 

(l) it is not a svmp transaction or otiier derivative financial instrument referencing a debt 
insdument. 

(m) acquisition of the Asset-Backed Security will not cause the Issuer to register, or be 
required to register, under the Investment Company Act; 

(n) it is not convertible into one or more Equity Securities: 

(o) it is not currently deferring Interest or a Written Down Security; 

(p) it is expected to have an outstanding PrincIpalftJotional Balance of less than U.S.$1,000 
as of the Stated Maturity of the Notes, assuming a constant prepayment rate since the 
date of purchase equal to the lesser of (a) 5.0% per annum and (b) the constant 
prepayment rate reasonably expected by the Collateral Manager as of the date of 
purchase, or. if constant prepayment rate is not applicable, the slowest prepayment 
scenario as described in the prospectus relating to such Asset-Backed Security; and 

(q) it will be pledged to the Trustee under the Indenture. 

/ui "A/B Exchange* is an exchange of one security (the "A Security") for another security (the 
"B Security") of the same Issuer or Issuers which B Security shall have substantially Identical terms to the 
A Security except dial one or more restrictions applicable to the A Security are inapplicable to the 
B Security. 

The "Alternative Debt Test" is satisfied with respect to a security if, on the date the Issuer 
acquires such security, each of the following is satisfied: 

(a) such security Is In toe form of a note or other debt instrument and Is treated as debt for 
corporate law purposes in the jurisdiction of the issuer of such security; 

(b) the documents pursuant to which such security was offered, if any, do not require that 
any holder thereof tr^t such security other toan as debt for tax purposes; 

(c) such security bears interest at a fixed rate per annum or at a rate based upon a 
customary floating rate Index plus or minus a spread and does not provide for any 
interest based on any other factor, sucto as the issuer's profits or cash flow; 
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(d) such security had a fixed term at original lssuan<» not in excess of 35 years; 

(e) such security provides for a hxed principal amount (leaving no amount outstanding) 
pa^ble no later than its stated maturity; and 

(f) such security Is rated at least "BBB " by Rtch, at least ’BBB * by Standard & Poor’s or at 
least "Baad* by Mood/s, and if so rated, such rating is not on watch for downgrade by 
Moody’s, as to ultimate payment of principal and interest; provided ttiat. in the case of a 
security in the form of a benefidal interest in an entity that is treated (as evidenced by an 
opinion of counsel or a reference to an opinion of counsel in documents pursuant to 
v^ich such security was offered) as a grantor trust or a partnership fw U.S. federal 
income tax purposes and not as an assodatfon taxable as a corporation, any of foe 
conditions specified in clauses (a), (b), (c), (d) and (e) may be satisfied by reference to 
each asset held by such entity rather than by reference to such beneficial ownership 
interests. 

*Collat6ral Manager Group* means the Collateral Manager and any directly or indirectiy 
controlled subsidiary of the Collateral Manager. 

An "Offer" means, wlfo respect to any security, (I) any offer by the Issuer of such security or by 
any other person made to all of the holders of such security to purchase or otherwise acquire such 
security (other foan pursuant to any redemption to accordance with the terms of its Underlying 
Instruments) or to convert or exchange such security Into or for cash, securities or any other type of 
consideration or (II) any solicitation by the issuer of such security or any other person to amend, modify or 
waive any provlston of such security or any of Its Underlying Instruments. 

A ‘Private Security" is any security foat is not a Public Security, Including, without limitation, any 
of foe following: 

(a) any security that was not (l) issued pursuant to an effective registration statement under 
foe Securities Act or (ii) a privately placed security that is eligible for resale under Rule 
144A or Regulation S under foe Securities Act; 

(b) any security (other foan a Public Security or a security described by clause (c) below) 
that Is eligible for resale under Rule 144A under foe Securities Act; or 

(c) any security that is not a Public Security but that (i) is eligible for resale by the Issuer 
under Rule 144A under foe Securities Act and (II) wth respect to which the Issuer, eifoer 
by Itself or together vwth other holders of such securities, has the right to require the 
issuer thereof (or such issuer is otherwise obligated or is penalized if such item is not so 
registered), within one year from any date determinalicm, to register under foe 
Securittos Act the public resale of such security or to effect an A/B Exchange; provided 
that clause (Ii) does not apply to Asset-Backed Securities. 

A "Prohibited Asset* is any of the following: (a) any asset the ownership of vfoich v^td cause 
the Issuer to be subject to Income tax on a net income basis to any jurisdlctton, or (b) any asset the gain 
from the Disposition of which will be subject to U.S. federal Income or withholding tax under Section 897 
or Section 1445 of the Code and Treasury Regulations promulgated thereunder; provided, however, that 
the Issuer shall set up a special purpose subsidiary (which shall be a corporation for U.S. tox purpr^es) to 
receive and hold an Equity Security, unless It has consulted with Its tax counsel and has been advised 
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that the Issuer can hold the Equity Security directly without causing the Issuer to be treated as engaged In 
a trade or business in the United States for U.S. federal Income tax purposes. 

A ‘Public Security* is any of the fbltowlng: any security (a) the public resale of which by the 
Issuer either has been registered under the Securities Act or Is exempt from such registration pursuant to 
Section 4(1) or Rule 144(k) under the Securities Act, (b) issued or guaranteed by Government National 
Mortgage Association, Federal NaQonai Mortgage Association and Federal Home Loan Mor^ge 
Corporattan or (c) tesued by an Issuer organized outside of the United States and registered In die 
jurisdiction where die Issuer is organized. 

Asset'Backed Securities 

The Underlying Assets will consist of Asset-Backed Securities, which may include CMBS 
Securities, RMBS Seojrlties, Automobile Securities, Car Rental Fleet Securities, COO Secujrides, Credit 
Card Securities, Equipment Lease Securities, Small Business Loan Securities and Student Loan 
Securities, or Synthetic Securfties with Reference Obligations as Asset-Backed Securities. Asset-Backed 
Securities are securities that entitle the holders thereof to receive payments that depend primarily on die 
cash flow from a specified pool of financial assets, either fbced or revolving, that by their terms convert Into 
cash within a finite time period, together wth rights or other assets designed to assure the servicing or 
timely distribution of proceeds to holders of the Asset-Backed Securities. 

Issuers of Asset-Backed Securities are primarily banks and finance companies, captive finance 
subsidiaries of non-financlal corporaticxis or specialized originators such as credit card lenders, or trusts 
or entities foimed by such institutions to issue Asset-Backed Securities. Credit risk is an Important issue 
in Asset-Backed Securities because of the significant credit risks inherent in the underlying collaterai and 
because Issuers are primarily private entitles. Accordingly. Asset-Backed Securities generaiiy include 
one or more credit enhancements that are designed to raise the overall credit quality of the security 
above that of the underlying collateral. Another important type of Asset-Ba^ed Security is commercial 
paper issued by special-purpose entities. Asset-backed commercial paper is usually backed by trade 
receivables, though such conduits may also fund commercial, and industrial loans. Banks are typically 
more active as issuers of these Instruments than as investors in them. 

An Asset-Backed Security is created by the sale of assets or colialeral to a conduiL which 
becomes the legal issuer of the Asset-Backed Securities. ITie securitization conduit or issuer is generally 
a bankrupt(^-remote vehicle such as a grantor trust or, m the case of an asset-backed commercial paper 
program, a special-purpose entity. The sponsor or originateM- of the collateral usually establishes the 
issuer. Interests in the trust, which embody the right to ceiteln cash flows arising from the undeii^ng 
assefe, are then sold in the fomi of securities fe Investors through an investment bank or other securities 
undenvriter. Each Asset-Backed Security has a servicer (often the originator of the collaterai) that Is 
responsible for collecting the cash flows generated by the securitized assets — principal, interest and fees 
net of kKses and any servicing costs as well as other expenses — and for passing them along to the 
investors in accordance with the twms of the securities. The servicer processes the payments and 
administers the borrower accounts in the pool, 

The structure of an Asset-Backed Security and the terms of the Investors' interests in the 
collateral can vary widely depending on the type of collateral, the desires of investors and the use of 
credit enhancements. Often Asset-Ba(Aed Securities are structured to reallocate toe riste entailed in the 
underlying collateral (particularly credit risk) into security tranches that match the desires of investors. For 
example, senior subordinated security structures give holders of sentor tranches greater credit risk 
protection (albeit at kwer yields) than holders of subordinated Ranches. Under this slnjcture, at least two 
classes of Asset-Backed Securities are Issued, with the senior class having a priority claim on the cash 
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fn>m the underlying poo! of assets. The subordinated class must absorb credit tosses on the 
collateral before losses can be charged to the senior portion. Because the senior class has this prbrity 
claim, cash flows from the underlying pool of assets must first satisfy the requirements of the senior class. 
Only after these requirements have been met will the cash flows be directed to service the subordinated 
class. 


Asset-Backed Seoirlties also use various forms of credit enhancements to transform tee risk- 
return profite of underlying collateral, including third-party credit enhancements, recourse provisions, 
overo^tlateralizaticm and varteus covenants. Third-party credit enhancements include standby letters of 
credit, coiiaterai, mortgage insurance or pool Insurance, or surety bonds from third parties. Recourse 
piovisions are guarantees teat require tee originator to cover any losses up to a conbactuaily agreed- 
upon amount. One type of recourse provision, usually seen in securities backed by credit card 
receivables, is the "spread accent* This account is actually an escrow account whose funds are derived 
from a portion of the spread between tee interest earned cm tee assets in tee underlying pool of a>iiatera! 
and the lower interest paid on securities issued by the trust. The amounts that accumulate in this escrow 
account are used to cover credit tosses in the underlying asset pool, up to several multiples of historical 
losses on the particular assets collateralizing the securities. Overcollateralization is another form of credit 
enhancement teat covers a predetermined amount of potential credit losses. It occurs when the value of 
the undertyir^ assets exceeds tee face value of the securities. A similar form of credit enhancement is 
the cash-collateral account, vteich is established when a third party deposits cash Into a pledged account 
The use of cash-collateral accounts, ^ich are considered by enhancers to be loans, grew as the number 
of highly rated banks and other credit enhancers declined in tee early 1990s. Cash-collateral accounts 
provide credit protection to investors of a securitization by eliminating "event risk," or the risk that tee 
credit enhancer will have Its credit rating downgraded or teat it will not be able to hJlTili its financial 
obligation to absorb losses. An Investment banking Arm or other organization generally serves as an 
underwriter for Asset-Backed Securities, in addition, a credit-rating agency often will analyze the policies 
and operations of tee originator and servicer, as well as the structure, underlying pool of assets, expected 
cash flows and other attributes of the securities. Before assigning a rating to the issue, the rating agency 
will also assess the extent of loss protection provided to investors by the credit enhancements associated 
with tee issue. 

Although the basic elements of all Asset-Backed Sec»rrities are similar, individual transactions 
can differ markedly in both structiire and execution. Important determinants of the risk associated with 
issuing or holding tee securities include the process by whicte principal and interest payments are 
altocated and down-streamed to investors, how credit tosses affect the trust and the return to investcx^, 
whether collateral represents a fixed set of specific assets or accounts, whether the underlying collateral 
assets are revolving or closed-end, under what terms (including maturity of the asset-backed instrument) 
any remaining balance in the accounts may revert to the Issuing company and the extent to which the 
company teat is the attejaf source of the collateral assets Is c*ligated to provide support to the bust or 
conduit or to tee investors. Further issues may arise based on discretionary behavior of the issuer vwthin 
the terms of the securitization agreement, such as voluntary buybacks ^m, or contributions to, the 
underlying pool of loans when credit losses rise. A bank or other issuer may play more than one role in 
the securitization process. An issuer can simultaneously serve as originator of loans, servicer, 
administrator of the trust, undervwiter, provider of liquidity and credit enhancer. Issuers typically receive a 
fee for each element of tee transactkm they undertake. The muttiplidty of roles that may be played by a 
single firm— v^hln a single securitization or across a number of them — means teat credit and operational 
risk can accumulate into significant concentrations with respect to one or a small number of firms. 

There are many dilferent varieties of Asset-Backed Securities, often customized to the terms and 
characteristics of. tee underlying collateral. The most commcm types are securities coliateraltzed by 
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mortgages and revolving credit-card receivables, but Instruments backed by home equity loans, crther 
second rhortgages and automobile-finance receivables are also common. 

Securities backed by ck»ed-end installment loans are typically the least complex form of asset- 
backed instruments. Collateral for these Asset-Backed Securities typically includes leases, student loans 
and automobile loans. The loans that form the poo! of collateral for die ^set-Backed Securities may 
have irerying contractual maturities and may or may not represent a heterogeneous pool of borrowers. 
Unlike a mortgage pass-through instrument, the trustee does not need to take physical possession of any 
account dcx^uments to perfect a security Interest In the receivables under the Uniform Commercial Code. 
The repayment stream on Installment loans is fairly predictable, since it Is primarily determined by a 
(X)ntractual amortization schedule. Early repayment on these instruments can occur for a number of 
reasons, with most tied to the disposition of the underlying a^lalerat (for example. In the case of Asset- 
Badted Securities badced by automobile loans, the sale of die vehicles). Interest is typically passed 
through to security holders at a fixed rate that is slightly below the weighted average coupon of the loan 
pool, allowing for servicing and odier expenses as well as credit losses. 

Unlike ctosed-end Installment loans, revolving credit receivables involve greater uncertainty about 
future cash flows. Therefore. Asset-Backed Securities structures using this type of collateral must be 
more ccxnplex to afficrd Investors more comfort in predl^ng their repayment. Accounts Included in the 
securitization pool may have balances that grow or decline over the life of the Asset-Backed Securities. 
Accordingly, at maturity of the Asset-Backed Securities, any remaining balances revert to the originator. 
During the term of the Asset-Backed Securities, the originator may be required to sell additional accounts 
to the pool to maintain a minimum dollar amount of collateral If accounthoiders pay down their balances at 
greater than predetermined rates. Credit card securitizations are the most prevalent form of revolving 
credit Asset-Backed Securities, although home equity lines of credit are a growing source of Asset- 
Backed Securities collateral. Credit card securitizations are typically structured to incorporate two phases 
In the life cycle of the collateral: an initial phase during which the principal amount of the securities 
remains constant and an amortization phase during which investors are paid off. A specific period of time 
Is assigned to each phase. Typically, a specific pool of accounts is Identified In the securitization 
documents, and these specifications may include not only the initial pool of loans but a portfolto from 
which new accounts may be contributed. The dominant vehicle for Issuing securities backed by credit 
cards is a master trest structure with a 'spread account,' which Is funded up to a predetermined amount 
through 'excess yield* — that is. Interest and fee Incxjme less credit losses, servicing and other fees. With 
credit card receivables, the income from the poo! of loans — even after credit tosses— is generally much 
higher tiian the return paid to investors. After the spread account accumulates to its predetermined level, 
the excess yield reverts to the issuer. Under GAAP, issuers are required to recognize on their balance 
sheet an excess yield asset that is based on the fair value of the expected future excess yield; in 
principle, this value would be based on the net present value of the expected earnings stream, from the 
transaction, issuers are further required to revalue the asset periodically to take account of dianges in 
fair value that may extour due to Interest rates, actual credit losses and other factors relevant to the ftiture 
stream of excess ^Id. 

A number of banks have used a structure — a 'spedal-purpose entity*— that is designed to 
acquire trade recdvables and ctommercial loans fnem high-quality (often investment-grade) obligors and 
to fond those loans by Issuing (asset-backed) commercial paper that Is to be repaid from the cash flow of 
the receivables. Capital is contributed to the special-purpose entity by the originating bank that, together 
with the high quality of the underlying- borrowers, is sufficient to allow the special-purpose entity to receive 
a high credit rating. The net result is that the spedal-purpose entity’s cost of funding can be at or below 
that of the originating bank Itself. The special-purpose entity Is "owned" by individuals who are not 
formally affiliated with the bank, although the degree of separation is typically minimal. These 
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securWzation programs enable banks to arrange short-term financing support for their ojstomers without 
having to extend credit directly. This structure provides borrowers with an alternative source of funding 
.and allows banks to earn fee income for managing ttie programs, As the asset-backed ccmimerdal paper 
structure has deveksped, it has been used to finance a variety of underlying loans— in some cases, loans 
purchased from other firms rather than originated by the bank itself— and as a 'remote origination' vehicle 
from whidi loans can be made direcfiy. Like other securitization techniques, this structure altows banks 
to meet their customers’ credit needs while incurring lower capital requirements and a smaller balance 
sheet than if it made the loans directly. 

Issuers obtain a number of advantages from securitizing assets, Including improving their capital 
rattos and return on assets, monetizing gains In loan value, generating fee Income by providing services 
to the securitization conduit, closing a potential source of Interest-rate risk and increasing institutional 
liquidity by providing access to a new source of funds. Investors are attracted by the high credit quality of 
Asset-Backed Securities, as well as their attractive returns. 

/teset-Backed Securities carry coupons that can be fixed or floating. Pricing is typically designed 
to mirror toe coupon characteristics of the loans being securitized. The spread will vary depwidlng on the 
credit quality of toe underlying collateral, toe degree and nature of credit enhancement and toe degree of 
variability In the cash flows emanating from the securitized bans. 

Credit risk arises from (a) losses due to defaults by the borrowers In the underlying collateral, (b) 
the Issuer's or servicer's failure to perform and (c) fraud. These elements can blur together as, for 
example, in toe case of a servicer who does not provide adequate credit-review scrutiny to the serviced 
portfdio, leading to higher incidence of defaults. Asset-Backed Securities are rated by major rating 
agencies. Market risk arises from the cash-flow characteristics of the security, which for many Asset- 
Backed Securities tend to be predictable. - The greatest variability In cash flows comes from credit 
performance, including the presence of wind-down or acceleration features designed to protect the 
Investor In the event that credit losses in the portfolio rise well above expected levels. Interest-rate risk 
arises for the issuer frorn the relationship between the pricing terms on the underlying collateral and the 
terms of the rate paid to security holders and from the need to mark to market the excess servicing or 
spread account proceeds carried on the balance sheet. Liquidity risk can arise from increased perceived 
credit risk, like that which occurred In 1996 and 1997 with the rise In reported delinquencies and losses 
on securitized pools of credit cards. Liquidity can also become a major concern for asset-backed 
commercial paper programs If concerns about credit quality, for example, lead investors to avoid the 
commercial paper Issued by the relevant special-purpose entity. For these cases, the securitization 
transactlOT may Include a 'liquidity facility,’ which requires toe fecility provider to advance funds to the 
relevant special-purpose entity should liquidity problems arise. To the extent that the bank originating the 
loans Is also toe provider of toe liquidity facility, and that toe bank is likely to experience similar market 
concerns if toe loans it originates deteriorate, the ultimate practical value of the liquidity fadllty to the 
transaction may be questionable. Operations risk arises through the potential for misrepresentation of 
loan quality or terms by the originating institution, misrepresentation of toe nature and current value of the 
assets by toe servicer and inadequate controls over disbursements and receipts by the servicer. 

A list of all Underiying Assets to be acquired by the Issuer on toe Clewing Date is set forth in 
Schedule A attached hereto. The Underling Assets are divided into different 'Specified Types '. The 
Specified Types are set forth below. 

'ABX Tranche Security" means Underlying Assets that are Issued by a special purpose Issuer 
as part of an ABX.HE Index administered and marketed by Marklt Group Limited. 
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"Automobile Securities” means Underlying Assets that entitle Uie holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the servicing or timely 
distnbutbn of proceeds to holders of the Asset-Backed SecurMes) on the cash ftow from Instailment sale 
Ic^ns made to finance the purchase of, fmm leases of, automobiles, generally having the following 
characteristics: (1) the loans or leases may have varying contractual maforities; (2) the loans or leases 
are obligations of numerous borrovs^rs or lessors and accordingly represent a diversified pool of obligor 
credit risk; (3) the repa^ent stream on such loans or leases is primarily determined by a contrac^a! 
payment schedule, early repayment on such loans or leases predominantly dependent upon the 
disposition of the underlying vehicle; and (4) such teases typically prcTvide for the right of the lessee to 
purchase the vehicle for its stated residual value, subject to payments at the end of lease tenm for excess 
mi^ge or use. 

"Car Rental Fleet Securities* means Underlying Assets that entitle the holders therec^ to receive 
payments that depend (except for rights or ottier assets designed to assure the servicing or timely 
distrlbuHc^ of proceeds to headers of the Asset-Ba^ed Securities) on the cash ftow from leases and 
subleases of vehicles to car rental systems and their franchisees, generally having the following 
characteristics: (1) the leases and subleases have var^ng contractual maturities; (2) the subleases are 
obligations of numerous franchisees and accordingly represent a very diversified pool of obligor credit 
risk; (3) the repayment stream on such leases and subt^ses Is primarily determined by a contractual 
payment schedule, with early termination of such leases and subleases predominantly dependent upon 
the dis^iticxi to a lessee or third party of the underlying vehicle; and (4) such leases or subleases 
typically provide for the right of the lessee or sublessee to purchase the vehicle for Its stated residual 
value, subject to payments at the end of lease term for excess mileage or use. 

"CDO Securities* means securities that entitle the holders thereof to receive payments that 
depend (except for rights or other assets des^ned to assure the servicing or timely distribution of 
proceeds to holders of the COO Securities) on the cash flow from a portfolio of Synthetic Securities. 
Asset-Backed Securities, Commercial Mortgage-Backed Securities, Residential Mortgage-Backed 
Securities, bank loan securities, domestic corporate debt securities, high-grade asset-backed securities 
and ti’ust preferred securities or any combination of the foregoing, generally having the following 
characteristics: (1) the securities have varying contractual maturities; (2) the securities are obligations of 
a reiatlveiy limited number of oblgors or issuers and accordingly represent a relatively undiversified pool 
of obligor credit risk; (3) repayment thereof can vary substantially from the contractual payment sdiedule 
(if any), vrnth early prepayment of individual securities depending on numwous factors specific to the 
particular issuers or obligors and upon whether, in the case of securities bearing interest at a fixed rate, 
such securities include an effective prepayment premium; and (4) proceeds from such repayments can for 
a limited period and subject to compliance with certain eligibility criteria be reinvested In additional 
securities. 

"CMBS Securities" means Asset-Backed Securities that entitle the holders thereof to receive 
payments that depend (except rights or other assets designed to assure the servicing or timely 
distribution of proceeds to holders of the Asset-Backed Securities) on the cash fiow from (a) a pool of 
commercial mortgage loans made to finance tiie acquisition, construction and improvement of properties 
or (b) the leasing of such properties to corporate tenants. They generally have the following 
characteristics: (a) the commerda! mortgage loans have Nrarying contractual maturities; (b) the 
commercial mortgage loans are secured by real property inrrchased or improved with the proceeds 
thereof, (c) the (ommercial mortgage loans are obligations of a relatively limited number of obligors and 
accordingly represent a relatively undiversified pool of obligor oedlt risk; (d) repayment thereof can vary 
subsfentialty fiom the contractual payment schedule (If any), with early prepayment of individual bans 
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depending on numerous factors specific to the particular obligors and upon whether, In the case of loans 
bearing Interest at a fixed rate, such loans or securities Include an effective prepayment premium, 

Xommerclal ABS Securities” means Equipment Lease Securities and Small Business Loan 
Securities; and any. other type of Asset-Backed Securities that becomes a Specified Type after the 
Closing Date as described below and Is designated as “Commercial ABS Securities* in connection 
therewith. 

'Consumer ABS Securities” means Automobile Securities, Car Rental Fleet Securities, 
Consumer Loan Securities, Credit Card Securities and Student Loan Securities; and any other type of 
Asset-Badced Securities that becomes a Specified Type after ttie Cbsing Date as described below and is 
designated as ‘Consumer ABS Securities* in connection therewith. 

‘Consumer Loan Securities* means Asset-Backed Securities that entitle the holders thereof to 
receive payments that depend (except for rights or other assets designed to assure the servicing or timely 
distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow h'om balances 
outstanding under revolving consumer loan accounts, generally having the following characteristics: (1) 
the accounts have standardized payment terms; (2) the balances are obligations of numerous borrowers 
and accordingly represent a very diversified pool of obligor credit risk; and (3) the repayment stream on 
sudi balances does not depend upon a contractual payment schedule, with early repayment depending 
primarlfy on interest rates, availability of credit against a maximum credit limit and general economic 
matiers. 


*Credlt Card Securities" means Underlying Assets ttiat entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the servicing or timely 
distribution of proceeds to holders of tiie Asset-Backed Securities) on the cash flow from balances 
outstanding under revolving consumer credit card ac<»unts, generally having the following 
characteristics: (1) the accounts have standardized payment terms and require minimum monthly 
payments: (2) the balances are obligations of numerous borrowers and accordingly represent a 
diversified pool of oblispjr credit risk; and (3) the repayment sbeam on such balances does not depend 
upon a conbactual payment schedule, with early repayment depending primarily on interest rates, 
availability of credit against a maximum credit limit and general economic matters. 

'Emei^lng Market ” means a countiy ttiat is In Latin America. Asia, Africa, Eastern Europe or the 
Caribbean or in a countiy the Dollar denominated obllgattons of which are rated lower than "Aa2" by 
Mcx>dy*s or *AA“ by Standard & Poor's; 

'Equipment Lease Securities" means Underlying Assets that entitle the holders tiiereof to . 
receive payments that depend (except for rights or other assets designed to assure the servicing or timely 
distribution Of proceeds to holders of the Underlying Assefe) on foe cash flow from leases and subleases 
of equipment to commercial and industrial customers, generally having the following characteristics: (1) 
the leases and subleases have varying contractual maturities; (2) the leases or subleases are obllgatbns 
of a relatively limited number of obligors and accordingly r^resent an undiversitied pool of obligor credit 
risk; (3) the repayment stream on such leases and subleases is primarily determined by a contractual 
payment schedule, with early termination of such leases and subleases predomlnantiy dependent upon 
the disposition to a lessee, sublessee or third party of the underling equipment; and (4) such leases or 
subleases typically provide for the right of foe lessee or sublessee to purchase the equipment for its 
stated residual value, subject to payments at the end of lease term for excess usage. 

"FICO Score* means the credit score developed by Fair Isaac & Co and provided by Experlan (a 
subsidiary of GUS pic), Trans Unton LLC or Equifax Inc. 
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‘High LTV RMBS Security* means a Residential B/C Mortgage-Backed Security that depends 
primarily on the cash Row fmm subprime residentiai mortgage loans with loan-to-value ratios of greater 
than 80%. 

'Mid-Prime Securities” means Residentiai Securities that have a FICO Score above 625 and 
below 700. 

'Non-Subprime Hcmie Equi^ Loan Asset^Backed Securities' means Underlying Assete (other 
than Residentiai B/C Mortgage-Backed Securities and Residential A Mortgage-Badced Securities) diat 
endde Uieir holders to receive payments that depend primarily on the cash Row frcmi balances (including 
revolving balances) outstanding under loans or lines of credit to non-subprime borrowers secured by 
residentiai real estote (single or tyM>-or-tour-^mily properties) the proceeds of which loans or lines of 
credit are not generally used to pur^ase such real estate or to purchase or constnict dwellings thereon 
(or to refinance indebtedness previously used tor such purchase or construction), generaRy having the 
foilovring characteristics: (1) the balances have standardized payment terms and require minimum 
monthly payments: (2) the baiances-are obligations of numerous borrowers and accordingly represent a 
diversIRed pool of obligor credit risk; (3) the repayment stream on such balances does not depend upon a 
contractual payment schedule, with early repayment depending primarily on interest rates and general 
economic matters; and (4) the loan or line of credit may be secured by residential real estate wito a 
market value (determined on the date of origination of such loan or line of credit) that is less or more than 
the original proceeds of such loan or line of credit. 

‘Prime Securities” means Residential Securities that have a FiCO Score equal to or above 700. 

'Residential A Mortgage-Backed Securities” means Underlying Assets (other than Residential 
B/C Mortgage-Backed Securities and Non-Subprlme Home Equity Loan Asset-Backed Securities) that 
entitle their holders to receive payments that depend primarily on the cash flow from prime residential 
mortgage loans secured (on a rirst priority basis, subject to permitted liens, easements and other 
encumbrances) by residential real estate fsingie or two-to-tour-famlly properties) the proceeds of which 
were used to purchase real estate and purchase or construct dwellings thereon (or to refinance 
indebtedness prevkHJSly so used), generally having the toliowing characteristics: (1) the mortgage loans 
have standardized payment terms and require minimum monthly payments; (2) the mortgage loans are 
obligations of numerous borrowers and accordingly represent a diversthed poo! of obligor credit risk; (3) 
repayment of such securities can vary subslantiaily from their contractual payment schedules and 
depends entirely upon the rate at which the mortgage loans are repaid; and (4) the repayment of such 
mortgage loans is sublet to a contractoal payment schedule, with early prepayment of individual bans 
depending on nummous factors specihe to the particular obligors and upon whether, in the case of loans 
bearing interest at a fixed rate, such bans or securities include an effective prepayment premium and 
with early repayment depending primarily on interest rates and the sale of the mortgaged real estate and 
related dwelling and generally no penalties for early repayment 

'Residential B/C Mortgage-Backed Securities* means Underlying Assets (ottier than 
Residential A Mortgage-Backed Securities and Non-Subprime Home Equity Loan Asset-Backed 
Securities) that entitle their holders to receive payments that depend primarily on the cash fbw fixjm 
subprime residential mortgage loans secured (on a first prkmty basis, subject to permitted liens, 
easements and other wcumbrances) by residential real estete (single or two-to-four-family properties) the 
proceeds of which were used to purdtase real estate and purchase or construct dv^iiings thereon (or to 
refinance indebtedness previously so used), generally having the following characteristics: (1) the 
mortgage loans have standardized payment terms and require minimum monthly payments: (2) the 
mortgage bans are obligations of numerous borrowers and accordingly represent a diversified pool of 
obligor wedlt risk; (3) repayment of such securities can vary substantially from their conttactual payment 


PSI-M&T_Bank-02-0130 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01079 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1076 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1828 


schedules and depends entirely upon the mte at which the mortgage loans are repaid; and <4} the 
repayment of such mortgage bans is subJetS to a oontrachial payment schedule, with early prepayment 
of individual loans depending on numerous factors specific to the particular obligors and upon wheUier, in 
the case of loans bearing interest at a fixed rate, such loans or securities include an effective prepayment 
premium and with early repayment depending primarily on inter^t rates and the sale of the mortgaged 
real estate and related diAeliing and generally no penalties for early repayment. 

’Residential Securities' or *RMBS Securities” means Residential A Mortgage-Backed 
Seoiritl^, Residential Mortgage-Backed Securities and Non-Subprime Home Equity Loan Asset- 
Backed Securities. 

'Small Business Loan Securities' means Asset-Backed Securities (other than Franr^ise 
Securities) that entitle the holders thereof to receive paymente that depend (except tor rights or other 
assets designed to assure the servicing, or timely distribution of proceeds to holders of the Asset-Backed 
Securities) on the cash flow firom general purpose corporate loans made to small business concerns, 
including but not iimited to titose (a) made pursuant to Section 7(a) of the United States Small Business 
Act, as amended, and (b) partially guaranteed by the United States Small Business Administration. SmaK 
Business Loan Securities generally have the following characteristics; (1) the loans have standardized 
terms; (2) the bans are obligations of a relatively limited number of borrowers and accordingly represent 
an undiversified p^ of obligor credit risk; and (3) repayment thereof can vary substantially from the 
contractual payment schedule (If any), with early prepayment of indlviduai loans depending on numerous 
factors specific to the particular obligors and upon whether, In the case of bans bearing Interest at a fixed 
rate, such loans or securities include an effective prepayment premium. For the purpose of this definitbn, 
"Franchise Securities” means Asset-Backed Securities that entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the servicing or timely 
dlstrtbutbn of proceeds to holders of the Asset-Backed Securities) on the cash flow from (a) a poo! of 
franchise loans made to operators of franchises tiiat provide oil, gasoline, restaurant or food services and 
provide other services related thereto and (b) leases or subieases of equipment to such operators for use 
In the proidslon of such goods and services. They generally have the following characteristics: (1) the 
l(»ns, leases or subleases have varying contractual maturities; (2) the loans are secured by real property 
purchased or Improved with the proceeds thereof (or to refinance an outstanding loan the proceeds of 
which were so used); (3) the obitgatbns of the lessors <3f subiessors of the equipment may be secured 
not only by the ieased equipment but also the related real estate; (4) the loans, leases and subleases are 
bbligatbns of a relatively limited number of obligors and accordingly represent a relatively undh/ersified 
poo! obl^or credit risk; (5) payment of the loans can vary substantially from the contractual payment 
schedule (If any), v^h prepayment of individual bans depending on numerous factors specific to the 
particular obligors and upon whether, in the case of loans bearing interest at a fixed rate, such bans 
include an eife^ive prepayment premium; (6) the repayment stream on the leases and subieases Is 
primarily determined by a contiactual payment schedule, \Mth early termination of such leases and 
subieases predominantly dependent upon the dispositbn to a lessee, a sublessee or third party of the 
underlying equipment; (7) suc^ leases and subleases typically provide tor the right of the iessee or 
sublessee to purchase the equipment for its stated residual value, subject to payments at the end of a 
tease tenn tor excre^ usage or wear and tear; and (8) the ownership of a franchise right or other similar 
license and the creditvrorthiness of such fl'ant^ise operators is the primary factor in any decisbn to invest 
in tiiese securities. 

'Student Loan Securities' means Underlying Assets that entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the servicing or timely 
distflbutbn of proceeds to hddere of ttie Asset-Backed Securities) on the cash flow from bans made to 
students (or their parents) to finance educatbnal needs, generally having the tollovring characteristi(»; 
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(1) the loans have standardized terms; (2) the loans are obligations of numerous borrowers and 
accordingly represent a diversified pool of obligor credit risk; (3) the repayment stream on such bans is 
primarily determined by a conbactua! payment schedule, vwth early repayment on such loans 
predominantly dependent upon interest rates and the income of borrowers foUowing the commencement 
of amortization; and (4) such loans may be fully or partially insured or reinsured by the United States 
Deparbnent of Education. 

"Sub-Pjrime Securities* means Residential Securities that have a FICO Scwe equal to or below 

625. 

Underlying Assets— Synthetic Securities 

The fi^llowing is a description of the Synthetic Securities. The terms used In this Section — 
Synthetic Securities* but not otherwise defined In this Offering Circular have the meanings set forth in the 
form of Confirmation attached hereto as Schedule H In the case of Reference Obllgalions that are RMBS 
Securities, in the form of Confirmation attached hereto as Schedule i in the case of Reference 
Obligations that are ABX Tranche Securities, In the form of Confirmation attached hereto as Schedule J 
in the erase of Reference Obligations that are CMBS Securities or in the form of Confirmatbn attached 
hereto as Schedule K in the case of Reference Obligations ttiat are CDO Securities. The terms of any 
additbnai Synthetic Security may vary substantially the terms described bekw and in the 
Confirmatbn. Any material change to the terms of an additional Confirmatbn will be required to satisfy 
the Rating Condition. 

Prbr to the Cbsing Date, Qie issuer entered into a series of credit default swaps (each a 
"Synthetic Security") with Deutsche Bank AG (in such role, the "First Synthetic Security 
Counte^rty"). Each Synthetic Security relates to a Reference Obligation whereby the Issuer sells 
credit protection to the related Syntiietic Security Counterparty on such Reference Obligation. Each 
Synthetic Security will be entered into pursuant to a 1992 ISDA Master Agreement (Muiticurrency-Cross 
Border), including the schedule thereto (the "Master Agreement"), Petween the issuer and a Synthetic 
Security Counterparty, and a separate confirmation of transaction (a "Confirmation") evidencing the 
Synthetic Security thereunder. Each Confirmation may evidence several different transactbns, each of 
which Is separate and distinct from all others documented under such Confirmatbn and relates to an 
individual Reference Obligation that Is an Asset-Backed Security. Terms used In this seetbn and not 
defined herein or in the Confirmations attached hereto as (i) Schedule H in the case of Reference 
Obligations that are RMBS Securities, in the form of Confirmation, (li) attached hereto as Schedule i in 
the case of Reference Obiigations that are ABX Tranche Securities, (iii) In the form of Confirmation 
attached hereto as Schedule J in the case of Reference Obltgations that are CMBS Securities or (iv) in 
the form of Confirmation attached hereto as Schedute K in the case of Reference Obligations that are 
CDO Securities will have the meanings specified In the 2003 ISOA Credit Derivatives Definitions as 
published by iSOA (the "Credit Derivatives Definitions"). 

For the ayoldance of doubt the Synthetic Securities will exclude any Offsetting Transactions and 
any Synthetic Security that constitutes a component of the Offset Transactions shall cease to be a 
Synthetic Security from and Including the time the relevant Offeetting Transaction is effective. 

"Reference Obligation" means any Asset-Backed Security that, as of the related bade date, 
satisfies the Eligibility Criteria. 

"Reference Obligor" means the obl^or on a Reference Obligation. 
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Oi or before the Q Distribution Date and only in accordance ^th the Eligibliity Criteria, the Issuer 
may (i) enter Into additlonai Synthetic Seoirihes with the Flret Synthetic Seoirlfy Counterparty and/or (ii) 
enter into new S^thetic Securities with different synthetic secunty counterparties (together with the First 
Synthetic Security Cminterparty, the 'Synthetic Security Counterparties*) made pursuant to a separate 
Ma^er Agreement and Ctonfinnation; provided Xhai after giving effect to any such transactbn, the 
Synthetic Security Cotlaterai Amount equals or exceeds the Required Synthetic Security Collateral 
Amount. The ‘Synthetic Security Collateral Amount” equals on any date of detenninatlon. the amount 
on deposit in toe related Synthetic Security Collateral Account, if any (including toe Aggregate 
Pfindpal/Notional Balance of the Eligible investments on deposit in such account, but excluding ail 
earnings cm such Eligibte Investments). The 'Required Synthetic Security Collateral Miounf equals, 
with respect to each Synthetic Security Counterparty, on any date of determination, the Aggregate 
Principal^otiona! Balance of all Synthetic Securities entered Into with such Synthetic Security 
CcHinterparty minus the Aggregate Princlpal/Noltonal Balance of all Offset Transactions with respect to 
Synthetic Securities entered into with such Synthetic Security Counterparty. Each Master /^reement 
entered Into with a Synthetic Security Counterparty shall be substantially Identical, to the Master 
Agreement entered Into between the Issuer arxl the First Synthetic Security Counterparty prior to closing 
or, if not substantially identical, shall be approved by the. First Synthetic Security Counterparty and each 
Rating Agency. Each Confirmation entered into wlto a S^thetlc Security Counterparty shall be 
substantialty similar to (w) the form of Confirmation attached hereto as Schedule H in the case of 
Reference Obligations that are RMBS Securities, (x) the form of Confirmation attached hereto as 
Schedule I in the case of Reference Obligations that are ABX Tranche Securities, (y) the form erf 
Confirmation attached hereto as Schedule J in the case of Reference Obligations toat are CMBS 
Securities or (z) the form of Confirmation attached hereto as Schedule K In the case of Reference 
Obligations that are CDO Securities or, if not substantially similar, shall be approved by each other 
Synthetic Security Counterparty and each Rating Agency. 

Each Synthetic Security Counterparty has the right in the event of an assignment of toe relevant 
Synthetic Security to reject any replacement for toe Issuer In deciding whether to accept or reject a 
replacement for the Issuer, the Synthetic Security Counterparty does not have to consider the interests of 
the Issuer or the Noteholders. If as of any Determination Dale, toe amount on deposit in the Synthetic 
Security Collateral Account exceeds the Required Synthetic Security Collateral Amount, such excess 
amount wilt be deposited into the Principal Collection Account and deemed to be Principal Proceeds. 
Under eadi Synthetic Security, on each Fixed Rate Payer Payment Date, the related Synthetic Security 
Counterparty will be obligated to pay toe Fixed Amounts to toe Issuer. The First Synthetic Security 
Counterparty will pay the Fixed Amount to the Issuer as determined by Deutsdie Bank AG as calculation 
agent (together with its permitted successors and assigns In such capacity, the "Synthetic Security 
Calculation Agenf). 

In addition, cm each Fixed Rate Payer Payment Date, the related Synthetic Security Counterparty 
will be obligated to pay the Additional Fixed Amount, if due, to the Issuer. TTie Additional Fixed Amount is 
comprised of Interest Shortfall Reimbursement payment Amounts, Writedown Reimbursement Payment 
Amounts and Principal Shortfall Reimbursement Payment Amounts. 

Under each Synthetic Security, on each Floating Rate Payer Payment Dale, toe Issuer will be 
obligated to pay the applicable Floating Amounts to the related Synthetic Security Counterparty. 

Eacto Synthetic Security Counterparty may, at Its option, at any time followng the occurrence of a 
Credit Event, physically deliver ail or a portion of the underlying Reference Obligation to the Issuer (any 
sudi delivered Reference Obligation or pcmion thereef, a ’Delivered Obligation') vs^th an Exercise 
Amount not to exceed the Notional Amount of the related Synthetic Security. Upon such physical deitvery 
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of any Reference Obligation or portion thereof, the Issuer win be obligated to pay to ttie related Synthetic 
Security Counterpart an amount In cash equal to the Physical Settlement Amount, /^y sudi Delivered 
Obligation will be credited to a securities account maintained with the Trustee subject to the lien of the 
Indenture. Upon delivery, any Delivered Obligation will be deemed to be an Underlying Asset and will 
have the same efl^ on the Eligibility Criteria as the related Synthetic Security prior to the delivery and 
with a Principal^otional Balance equal to its outstanding Principal^otionai Balance. "Notioruii Amount” 
of any Syndietic Security will equal the "Reference Obligation Notional Amount* as defined In such 
Synthetic Security. 

Allocation f^ocBdums . Wito respect to the Synftetic Securities and Offsetting Transacttons, and 
before any disbursements are made pursuant to "Description of the Notes — Prlortty of Payments — 
Interest Proceeds" and " — Principal Proceeds" (I) Floating Payments and other amounts due under any 
Synthetic Security, (H) Physical Settlement Amounts. (Ill) Principal Payment Amounts, (Iv) payments of 
Additional Fixed Amounts, (v) termination amounts and (vi) Offsetting Transactions will be allocated in 
accordance with the "Allocation Procedures" described below and such amounts will not be applied 
thtx>ugh the Priority of Payments unless speciflcatiy set forth below: 

(I) Floatino Payments and other amounts due under the Synthetic Securities. If on 
any Business Day, Floating Payments or any other amounts are due and payable 
by the Issuer in accordance with the provisions any Synthetic Securi^, other 
than interest Shortfall Amounts and any termination payments with respect to an 
early termination or an event of default (the "Synthetic Security Payment 
Amount"), the Trustee shall, on behalf of the issuer, and pursuant to instruction 
of tile Issuer or Collateral Manager acting on its behalf, subject to the procedures 
set forth In the Indenture: 

(A) withdraw from the Synthetic Security Collateral Account (including, at the 
Collateral Manager's discretion, by lA^hdrawing the necessary amount 
from the Investment Agreement) an amount equal to the lesser of (1) the 
amount credited to the Synthetic Security Collateral Account and (2) the 
Synthetic Security Payment Amount; and 

(B) if the amount withdrawn under (A) above is less than the Synthetic 
Security Payment Amount, withdraw from the Principal Collection 
Account an amount equal to the lesser of (1) the amount credited to the 
Principal Collection Account and (2) the Synthetic Security . Payment 
Amount less tire amounts withdrawn pursuant to clause (A) above. 

The Tnjs^, on behalf of tiie Issuer, and pureuant to instruction of the Issuer or 

Collateral Manager acting on its behalf, shall pay such proceeds to the relevant Synthetic 

Security Counterparty In an amount equal to the Synthetic Security Payment Amount. 

(ii) Physical Settlement Amount . If on any Business Day, the Physical Settlement 
Amount for any Delivered Obligation Is due and payable by the Issuer to the 
relevant Synflietic Security Counterparty pursuant to the terms of the related 
Synthetic Securtty, the Trustee shall, on behalf of the Issuer, and pursuant to 
instruction of the Issuer or Collateral Manager acting on Its behalf, subject to the 
procedures set forth in the indenture: 

(A) withdraw from the Synthetic Security Collateral Account (including, at the 
Collateral Manager's discretion, by withdravring the necessary amount 
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from the investment ^reement) an amount equal to the lesser of (1) tfte 
amount credited to the Synthetic Security Collateral Account and (2) the 
Physical Settlement Amount; and 

(B) If the amount withdrawn under (A) above is less than the Physical 
Settlement Amount, withdraw hom the Principal Collection A(xount an 
amount equal to the lesser of (1) the amount credited die Principal 
Collection Account and (2) the Physical Settlement Amount less the 
amounts withdrawn pursuant to clause (A) above. 

The Trustee, on behalf of the Issuer, and pursuant to instruction of the Coilaterai 

Manager, shall pay such proceeds to the relevant SynUietic Security Counterparty in an 

amount equal k) the Physjcai Settlement Amount. 

(iii) Principal Payment Amount . If on any Business Day, there Is a Prindpal Payment 
Amount with respect to any Reference Obligation under a Synthetic Security, the 
Trustee shali, on behalf of the issuer, and pursuant to Instruction of the Collateral 
Manager, subject to the procedures set fwlh In the Indenture, withdraw from die 
Synthetic Security Collateral Account (including, at the Collateral Manager’s 
discretion, by wthdrawing ttie necessary amount from the Investment 
/^reement), an amount equal to the lesser of (1) the amount credited to the 
Synthetic Security Colteiteral Account (Including the amount that the Issuer can 
withdraw from the Investment Agreement) and (2) the Principal Payment 
Amount, and such withdrawn amounts will be deemed to be Principal Proceeds 
and credited to the Principal Collection Account. 

(Iv) Payments of Additional Fixed Amounts . If on any Business Day, the issuer 
receives Additional Fixed Amounts, the Issuer shall allocate (i) any Interest 
Shortfall Reimbursement Payment Amount, Into the Interest Collection Account 
as Interest Proceeds and («) any Writedcwn Reimbursement Payment Amount 
and any Principal Shortfall Reimbursement Payment Amount into the Synthetic 
Security Collateral Account. 

(v) Termination or Novation of a Synthetic Security. If on any Business Day. (A)(x) 
there is an early tennlnation of a Synthetic Security resuiting from a termination 
event or an event of default pursuant to the terms of the related Synthetic 
Security, and (y) the Issuer Is the Defaulting Party or sole Affected Party (as such 
term Is defined In the related Synthetic Security) and (z) as a result of the 
termination of the Synthetic Security, a terminatton payment is due to the 
Synthetic Security Counterparty or (B) the Issuer novates a Synthetic Security 
and a payment is due to the replacement s^thetic swap counterparty (such 
amount, the "Synttietlc Security Termination/Novation Payment (Issuer)") the 
Trustee shall, on behalf the Issuer, and pursuant to written instruction of the 
Collateral Manager, subject to the procedures set forth in the Indenture: 

(A) withdraw from the Synthetic Security Collateral Account (including, at the 
Collateral Manager's discretion, by withdrawing the necessary amount 
from the Investment Agreement) an amount equal to the lesser of (1) ttie 
amount credited to the Synthetic Security Collateral Account and (2) the 
Synthetic Security Termination/Novallon Payment (Issuer): and 
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(B) If the amount withdrawn under (A) above Is less than the Synthetic 
Security Terminatlon/Novatbn Payment (issuer), withdraw from die 
Principal Collecdon Account an amount equal to the ie^er of (1) the 
amount credited to the Prindpa! Collection Account and (2) the Syndietic 
Security TerminadonMovation Payment (Issuer) less the amounts 
withdrawm pursuant to clause (A). 

(vi) Payment of amounte due under the OffeetBna Transactons . Any paymente due 
to the Offeetting Transaction Counterparty in connection with the Disposition of 
an OffseSing Transaction will be made from (i) the amount receii^d by the Issuer 
in respect of the Disposition of die related Synthetic Security (for the avoidance 
of doubt, no Disposition of Deeding Transactions may occur unless the issuer 
procures a corresponding DisposRion of the respective Synthetic Security), (ii) (a) 
frcMTi the Synthetic Securtty Collateral Account and (b) ^m Principal Prot^ds, 
provided that after the application of (a) and (b) the Overcoitaterallzation Ratios 
remain at or above their levels as of the Effective Date and (iii) from interest 
Proceeds, if the aggregate of (i), (il) and (iii) above is less than the amount that 
would be payable to the Offsetting Transaction Counterparty in connection with 
the Disposition of an Offsetting Transaction, then such Disposition (b^gether with 
the Disposition of the corresponding amount of the related Synthetic Security) 
shaH only be effected in respect of a proportion of the relevant Offeet Transaction 
such that the aggregate of (I). (il) and (iii) is greater than or equal to the amount 
that would be payable to the Of^tting Transaction Counterparty in connection 
with such Disposition. 

The Trustee, on behalf of the Issuer, shall pay from such proceeds any amounts due to 
the Synthetic Security Counterparty of the related Synthetic Security (other than with 
respect to a termination event or event of default where the Synthetic Security 
Counterparty Is the Defaulting Party or Affected Parly (as such term is defined in the 
Synthetic Security)). 

Floating Payments Payable bv the Issuer . With respect to each Synthetic Security executed 
substantially In the form as shown In Schedule H. Schedule t. Schedute J or in Schedule K . the Issuer 
shall pay to die Synthetic Security Counterparty on each Floating Rate Payer Payment Date the 
'Floating Payment* applicable to such Synthetic Security as calculated by the Synthetic Security 
Calcuiation Agent and confimied by the Trustee, which shall equal the related Writedown Amount, 
Principal Shoftfali Amount or Interest Shortfall Payment Amount, as applicable. 

"Writedown Amount" means, with respect to any Reference Obligation Payment Date, the 
product of (a) the amount of any Writedown on such date, (b) the Applicable Percentage and (c) the 
Reference Price. 

"Principal Shorten Amount" which means, with respect to a Failure, to Pay Principal, toe 
greater of (i) zero; and (ii) the product of (a) the Expected Prindpal Amount minus toe Actual Principat 
Amount, (b) the Applicable Percentage and (c) the Reference FTice. If the Principal Shortfall Miount 
would not be greater than the Notional ^ount immediately prior to the occurrence of a Failure to Pay 
Principal, then the Principal Shortfal! Amount shall be deemed to be equal to the Notional Amount at such 
time. 

Tnterest Shortfall Amount". means, with respect to any Reference Obligation Payment Date, an 
amount equal to the greater of (a) zero and (b) the product of (i) the Expected interest Amount minus the 
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Actual Interest Amount and (ii) the Applicable Percentage; provided that the Interest Shortfall Amount 
shatt be subject to a "Fixed Cap" or other similar provision su(^ that the interest Shortteit Amount payable 
with respect to an interest period shall be limited to the Fixed Amount payable by the relevant Synthetic 
Security .Counterparty. 

"Expected interest Amount" means, wth respect to any Reference Obligation Payment Date, 
the amount of current interest that would accrue during the related Reference Obligation Calculation 
Period calculated using the Reference Obligation Coupon on a PrindpalflMottonal Balance of the 
Reference Obligation equal to the Outstanding Principal Amount taking into accexint any reductions due 
to a principal defidency balance or realized loss amount (however described In the Underlying 
Instrumente) that are attributable to tiie Reference Obligation. Except as provided in the previous 
sentence, the Expected Interest Amount shall be determined without regard to (1) unpaid arrwunts In 
resped of accrued Interest on prior Reference Obligation Payment Dates, or (11) any prej^yment 
penalties or yield maintenance provisions. 

"Actual interest Amount" means, with respect to any Reference Obligation Payment Date, 
payment by or on behalf of the Issuer of an arrxjunt in respect of interest due under Reference OWlgation 
including, wRhout limitation, any deferred interest, defaulted interest, but excluding payments in respect of 
prepayment penalties or principal (except that the Actual Interest Amount shall include any payment of 
principal representing capitalized interest) paid to the holderfs) of the Reference Obligation in respect of 
the Reference Obligation. 

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation 
Payment Date, a period corresponding to the interest accrual period relating to such Reference Obligation 
Payment Date pursuant to the Underlying Instruments; provided, however, that In the case of the first 
Reference Obligation Calculation Period, such Reference Obligation Calculation Period shall commence 
on and include the Effective Date of such Synthetic Security. 

"Floating Rate Payer Payment Date" has the meaning specified in the related Synthetic 
Security, but will generally mean the first Fixed Rate Payer Payment Date falling at least two Business 
Days after delivery of a notice by the Calculation Agent to the Synthetic Security Counterparty and the 
Issuer Of the Synthetic Security Counterparty to the Issuer that the related Floating Amount Is due. 

AddlUor^a! Fixed Amounts Pevabfe bv the Synthetic Security Counterparty , With respect to each 
Synthetic Security executed in the form as shown in Schedule H . in the form as shown in Schedule I. in 
the form as shown in Schedule J or in the form as shown in Schedule K. In addition to the Fixed 
Amounts, the Synthetic Security Countetoarty shall pay to the Issuer "Additional Fixed Amounts" 
consisting oft 

(a) the payment of an Actual Interest Amount that is greater than the Expected Interest 
Amount multiplied by the Applicable Percentage subject to the Fixed Cap (such 
reimbursement amount the Interest Shortfall Reimbursement Payment Amount"}; 

(b) the Writedown Reimbursement Amount spedfied by the Synthetic Security Calculation 
Agent in its notice to the parties ot the Issuer In Us notice to the Synthetic Security 
Counterparty of the exfetence of a Writedown Reimbursement (such reimbursement 
amount, the "Writedown Reimbursement Payment Amount"); providad that the 
aggregate of all Writedown Reimbursement Payment Amounts at any time shall not 
exceed the aggregate of all Floating Amounts paid by the issuer in respect of 
Writedowns; and 
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(c) the Principal Shortfall Reimbursement /^ount specified by the SynSietIc Security 
Calcuiation Agent in its notice to the parties or the Issuer in Its notice to toe Synthetic 
Security Counterparty of the existence of a Prindpai Shortfall Relmbureement (such 
rdmbursemmit amount, the 'Principal Shortfall Reimbursement Payment ^^ounf); 
provided that the aggregate of ail Principal Shortfall Reimbursement Payment Amounts at 
any time shall not ex<£ed the Aggregate of ait Floating ^rtounts paid by the Issuer in 
respect of occurrences of Failure to Pay Prindpai. 

"Writedown Reimbursement* means, ^to respect to any day, the occurrence of either (a) a 
payment in respect of toe Reference Obligation In reduction of any prior Writedowns or (b) (i) an Increase 
in the Outstanding Principal Amount of toe Reference Obligation to reflect the reversal of any prtor 
Writedowns or (ii) a decrease in toe principal detfclency balance or realized loss amounts (howsoever 
described in the Underlying Instruments) attributable to toe Reference pbiigatton). 

"Writedown Reimbursement Amounr means, vwto respect to any day the product of (a) the 
sum of all Writedown Reimbursements on that day (b) the Applicable Percentage and (c) the Reference 
Price. 


"Principal Shortfall Reimbursement Amount" means, with respect to any Reference Obligation 
Payment Date, the product of (a) the amount of any Principal Shortfall Reimbursement, (b) toe Applicable 
Percentage and (c) the Reference Price. 

'Prindpai Shortfall Reimbursement" means, with respect to any Reference Obtigation Payment 
Date, the payment of an amount in respect of the Reference Obligation in or toward toe satisfaction of 
any deferral of or failure to pay principal arising from one or more prior occurrences of a Failure to Pay 
Principal. 

Credit Events . "Credit Event" means, solely with respect to Reference Obligations that are 
RMBS Securities, wito respect to any Reference Obligation, the axurrence of a: 

(i) "Failure to Pay Principal", means (i) a failure by toe Reference Entity (or any 
Insurer) to pay an Expected Principal Amount on the Final Amortization Date or 
the Legal Final Maturity Date, as the case may be or (ii) payment on any such 
day of an Actual Principal Amount that is less than the Expected Wlnclpal 
Amount: provided that the failure by the Reference Entity (or any Insurer) to pay 
any such amount in respect of principal in accordance wito the foregoing shaii 
not constitute a Failure to Pay Prindpai if such failure has been remedied within 
any grace period applicable to such payment obligation under the Underlying 
Instruments or, if no such grace period is applicable, within three Business Days 
after the day on which the Expected Prindpai Amount was scheduled to be paid; 

(Ii) "Writedown", means the occurrence at any time on or after the Effective Dale of: 
(i) (A) a writedown or applied toss (however described in toe Underlying 
Instalments) resulting in a reduction in the Outstanding Prindpai Amount (other 
than as a result of a scheduled or unscheduled payment of prindpai); or (B) the 
attribution of a principal deficiency or realized loss (howsoever described in toe 
Underlying instruments) to the Refarence Obligation resulting in a reducticm of 
the current interest payable on the Reference Obtigation: or (Ii) the forgiveness of 
any amount of principal by the holders of toe Reference Obligation pursuant to 
an amendment to the Underlying Instruments resulting in a reduction In the 
Outstanding Principal Amount; 
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(iii) "Distressed Ratings Downgrade", which means that the Reference Obligation. 

on any date of determinaUon: 

(a) if publicly rated by Mood/s, 

(i) is downgraded to *Caa2" or below by Moody's or 

(ii) has the rating assigned to it by Moody's ^thdrawn and, in each 
case, not reinstated within five (5) Business Days of such 
downgrade or withdrawal; provided, if such Reference Obligation 
was assigned a public rating of "BaaS* or higher by Moody's 
immediately prior to the occurrence of such withdrawal, It shall 
not constitute a C^stressed Ratings Downgrade if such 
Reference Obligation Is assigned a public rating of at least 
*Caa1* by Moody's within three (3) calendar months of such 
withdrawal; or 

(b) if publicly rated by Standard & Poor's, 

(i) is downgraded to "CCC* or bebw by Standard & Poor's or 

(ii) has the rating assigned to it by Standard & Poor's withdrawn 
and, in each case, not reinstated within live (5) Business Days of 
such downgrade or withdrawal; provided, if such Reference 
Obligation wes assigned a public rating of "BBB-* or higher by 
Standard & Poor's immediately prior to the occurrence of such 
withdrawal, it shall not constitute a Distressed Ratings 
Downgrade if such Reference Obligation is assigned a public 
rating of at least "CCC+" by Standard & Poor's within three (3) 
calendar months of such withdrawal; or 

(c) if publicly rated by Flt<A Ratings Inc. ("Fitch"), 

(i) is downgraded to "CCC" or below by Fitch or 

(ii) has the rating assigned to it by Fitch withdrawn and, in each 
case, not reinstated within ffve (5) Business Days of such 
downgrade or withdrawal; provided, however, if such Reference 
Obligation was assigned a public rating of "BBB-* or higher by 
Fitch immediately prior to the occurrence of such withdrawal, it 
shall not constitute a Distressed Ratings Downgrade if such 
Reference Obligation is assigned a public rating of at least 
"CCC+’ by Fitch wlttiin three (3) calendar months of such 
withdrawal. 

Downgrade of the Synthetic Security Counfemartfes . If a Synthetic Security Counterparty or its 
guarantor fails to maintain certain rating levels described in the Schedule to the ISDA Master Agreement, 
such Synthetic Secuiity Counterparty may be required to post collateral, obtain a guaranty horn a 
guarantcHT \Mth the required rating, or assign its rights and obligations under each related Synthetic 
Security to a replacement synthetic security counterparty satisfying the ratings requirements specified by 
each of the Rating Agencies for the synthetic security counterparty and. If the Synthetic Security 
Counterparty does not, within thirty (30) days of such failure (or where the Synthetic Security 
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Counteiparty fells to maintain certain lower rating tevels described In the Schedule to the ISDA Master 
Agreement, it does not. within 10 days of such failure) take such action, the Issuer will be permitted to 
terminate each such Synthetic Security. 

if and to the extent that the Synthetic Security Counterparty posts collateral to secure its 
obligations under the related Synthetic Security due to failure to maintain certain rating levels described in 
the Schedule to the ISDA Master /^reement, toe Trustee shall establish a Synthetic Security Issuer 
Account The Trusts shall credit to toe Synthetic Security Issuer Account all amounts that are required 
to secure toe obligations of the Synthetic Security Counteq>arty. Except for investment eamtogs, the 
S^thetlc Seojrity Counterparty shall not have any legal, equitable or beneficial interest in the related 
Synthetic Security Issuer Account other than in accordance with toe Indenture, the applicable Syntoetic 
Security and applicable law. 

Governing Law . Each Synthetic Security wll slate that It will be governed by, and will be 
construed In accordance vrith. the laws of toe State of New York without regard to any conflicts of 
principle. Each of the Issuer and toe Synthetic Security Counterparty will be required to submit to the 
jurisdictton of the New York courts in connection with each Synthetic Security, and the Issuer Is expected 
to appoint CT Corporation System to accept service of process on its behalf. 

Investinents in Synthetic Securities present risks In addition to those associated with other types 
of Underlying Assets. See "Risk Factors— Nature of the Underlying Assets* and “—Synthetic Securities*. 

Offsetting Transactions 

The Issuer may from lime to time, subject to compliance with toe Collateral Quality Tests, enter 
Into credtt defeult swaps with one or more Offsetting Transaction Counterparties, to the extent required In 
order to hedge all or part of its credit exposure (determined as set out below) to obligors under Synthetic 
Securities (each such transaction, as ’Offsetting Transaction*). In the event that any such Offsetting 
Transaction Is entered into in respect of all or part of a Synthetic Security, such Synthetic Security (or part 
thereof) will no longer be considered a Synthetic Security (toe amount of such Synthetic Security so 
offeet, the “Offset Transaction’). 

An Offsetting Transaction shall hedge all or part of the Issuer's credit exposure If, in the 
reasonable judgment of the Colfaleral Manager acting on behalf of the Issuer, such Offeetting Transaction 
hedges toe Issuer's risk of loss (in whole or In part) with respect to the relevant Synthetic Security and the 
Offsetting Transaction relates to toe same Reference Obligation . and provides for ai! obligations 
thereunder to have substantially the same characteristics as obligations specified In such Syntoetic 
Security (other than premium payable). 

{Each Offsetting Transaction and Offset Transaction will include cross-defeuit provisions 
providing that. In toe case of an O^eltlng Transaction, follo^ng an event of default or termination event 
with respect to an Offset Transaction, the related Offsetting Transaction will terminate and that, In the 
case of an Offset Transaction, following an event of default or termination event with respect to an 
Offsetting Transaction, the related Offeet Transaction wiB terminate.) 

The fixed amounts payable with respect to an Offsetting Transaction must be less than or equal 
to toe fixed amounts payable wito respect to the related Syntoetic Security and In certain circumstances 
the Issuer may be required to make an upfront payment to toe Offsetting Transaction Counterparty. 
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An Offsetting Transaction may only hedge a component In the related Offset Transaction that 
prior to such offeet was a Synthetic Security. For the avoidance of doubt hedging an Offset Transaction 
with additionai Offseffing Transacttons is not allowed. 

M Offsetting Transaction may only be Disposed If the long component of the related Offeet 
Transaction Is simultaneously Disposed. An Offsetting Transaction must be Immediately Disposed if the 
related Offset Transaction is Disposed. 

/^y paymente received by the issuer under an Offeetting Transaction that is a component of an 
Offset Transaction will be netted against payments paid by the Issuer under the opposite component 

The acquisition of any Offsetting Transaction will be subject to the Rating Agency Condition 
except where such Offeetting Transaction Is a Form Approved Short Synthetic Confimiation. The fixed 
amount payable under any Offsetting Transa^on acquired by the issuer will be paid on an ongoing basis 
from Interest Proceeds; provided that the acquisitton of such Offsetting Transaction will be sub]e<a to 
compliance with the Weighted Average Spread Test or. If the Weighted Average Spread Test is not in 
compliance prior to such acquisition, would result in ttie Weighted Average Spread Test being maintained 
or improved, If recalculated after giving effect to acquisition of such Offsetting Transaction; and provided 
further that such fixed amounts may only be paid out of Interest Proceeds. 

Upon the occurrence of a Credit Event under an Offsetting Synthetic Transaction, the Physical 
Settiement Amount or any cash settlement amount receivable by the Issuer will be paid into the Principal 
Collecilon Account, except to the extent that such amounts are offset against any amount payable by the 
Issuer. 


Notwithstanding anything to the contrary herein: 

(1 ) Offset Transactions and the related Offsetting Transactions will not be considered Assets 
for purposes of the Collateral Quality Tests other than the Weighted Average Spread Test; and 

(2) for the purposes of the Eligibility Criteria, neither the Offset Transacltons nor the 
Offsetting Transactions will be considered. 

The Collateral Quality Tests 

The Collateral Quality Tests will be used to establish that the characteristics of the Issuer's 
portfolio on the Closing Date satisfy certain threshold levels and. following the Ciosing Date, to determine 
whether trading of the Underlying Assets is permitted. The 'Collateral Quality Tests' are the Standard & 
Poor's Minimum We^hted Average Recovery Rate Test, the Moody’s Asset Correlation Test, the Moody's 
Minimum Weighted Average Recovery Rate Test, the Moody’s Weighted Average Rating Factor Test, the 
Weighted Average Coupon Test, the Weighted Average Spread Test and the Weighted Average Life Test 
described below. 

Measurement of the degree of compliance with the Collateral Quality Tests will be required on the 
Closing Date and on each Measurement Date. For purposes of the Weighted Average Coupon Test and 
Weighted Average Spread TesL a Synttietic Security will be induded as an Underlying Asset having the 
characteristics of the Synthetic Security and not of the related Reference Obligatbn. A failure by the 
Issuer to satisfy a Collateral Quality Test will not result In an Event of Default under the Indenture. 

Ratings of Underlvino Assets . The “Standard & Poor's Rating' of any Underlying Asset will be 
determined as described on Schedule C hereto. The 'Moody's Rating" of any Underlying Asset will be 
determined as described on Schedule D hereto. 
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Standarei & Poores Minimum Wetahted Average Recovery Rate Test The *Stanci8rd & Poor's 
Minimum Weighted Average Recovery Rate Test* will be satisfied on the Closing Date or any 
Measurement Date if die Standard & Poor's Weighted Average Recovery Rate Is greater than or equal to 

(a) with respect te> die Class A-1 Nc«es. 0%. 

(b) with respect to the Class A-2 Notes, Q%, 

(c) with respect to the Class B Notes, fl%. 

(d) witti respect to die Class C Ncrfes, (3%, 

(e) vindi respect to the Class D Notes, 0% and 

(f) with respect to the Class E Notes. 0%. 

The “Standard & Poor's Weighted Average Recovery Rate" is the number obtained by 
summing the products obtained by muttiplying the Principal/Notional Balance of each Underlying Asset by 
its Stondard & Poor's /^plicable Recovery Rate, dividing such sum by the Aggregate Principal/Nodonal 
Balance of ail such Underlying Assets, multiplying the result by 100 and rounding up to the first decimal 
place. The "Stondard & Pocv's Applicable Recovery Rate" means, with respect to any Underlying Asset, 
an amount equal to the percentage for such Underlying Asset (which shall mean with respect to a 
Synthedc Security, the related Reference Obligation) set fordi In the Standard & Poor's Recovery Matrix 
attached as Schedule E in (a) the applicable table, (b) die row in such table opposite the Standard & 
Poor's Rating of such Underlying Asset as of the date of issuance of such Underlying Asset and (c)(i) for 
purposes of determining the Standard & Poor's Recovery Rate, the column in such table below die 
current rating of the respective Class of Notes or (it) for purposes of determining the Calculation Amount, 
the column in such table below the current rating of the most senior Class of Notes outstanding. 

Standard &_ Poor's CDO Evaluator . The “Standard fk Poor's CDO Evaluator" means the 
dynamic, analytical computer model developed by Standard & Poor's and used to estimate default risk of 
Underlying Assets and provided to the Collaterai Manager and the Trustee on or before the Closing Date, 
as it may be modified by Standard & Poor's horn time to time and provided to the Collateral Manager and 
the Trustee following the Closing Date. 

Moody's Asset Correlation Test The "Moody's Asset Correlation Test" means a test which will 
be satisftod as of the Closing Date or any Measurement Date If the Mood/s Correlation Factor Is equal to 
or less than Q%; provided that a single-obligation Synthetic Security will be included as an Asset-Backed 
Security having the characteristics of the related Reference Obligaticm (and the issuer thereof wilt be 
deemed to be the related Reference Obligor and not the Synthetic Security Counterparty). For the 
purpose of this test, the number of assets is Q. 

"Moody's Correlation Factor" means (]. 

Moody's Minimum Weighted Average Recovery Rate Test . The “Moody's Minimum Weighted 
Average Recovery Rate Test" will be satisfied as of the Closing Date or any Measurement Date if the 
Moody’s Weighted Average Recovery Rate Is greater than or equal to D%- 

The "Moody's Weighted Average Recovery Rate” is the number obtained by summing ttie 
products obtained by multiplying the Principal/Nottonal Balance of each Underf^ng Asset (excluding any 
D^auited Asset) by its applicable recovery rate (determined for purposes of thte definition in accordance 
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wi^ Schedule F^ . dividing sudi sum by the Aggregate Principai/NotionBi Balance of all such Underiying 
Assets, muiUpfying the result by 100 and rounding up to the first dedmal place. 

Moody's Weighted Average Rating Factor Test The "Moody's Weighted Average Rating 
Factor Test* will be satisfied as of the Closing Date or any Measurement E)ate If the Moody's Weighted 
Average Rating Factor of the Underlying Assets is equal to a numencal value of not more than Q. 

The 'Mood/s Weighted Average Rating Factor* is the number determined by dividing: 

(a) the summation of die series of preducte obtained for any Underlying Asset that is not a 
Defaulted Asset, by muttiplying (i) the Prindpal/Notional Balance of each such Underiying 
^set by (ii) its respective Moody's Rating Factor, by 

(b) the sum of the Aggregate Principal/Notiona! Balance of all Underlying Assets that are not 
Defoutted Securities. 


Weighted Average Coupon Test The "Weighted Average Coupon Test" be satisfied on the 
Closing Date or any- Measurement Date If the Weighted Average Coupon is greater than or equal to die 
percentage spedfied In the table bel ow with respect to such date. 


Date 

Test 

Percentage 

n 

n 

n 

n 

n 

n 

n 

n 

Jl 

J3 


The "Weighted Average Coupon* is the number (rounded up to the next 0.01%) obtained by (i) 
summing the products obtained by multiplying (A) the current Interest rate on each Underiying Asset that 
is a Fixed Rate Security (excluding all Defaulted Securities, Written Down Securities and Deferred 
interest PIK Bonds) by (B) the Princlpal^otionai Balance of each such Underlying Asset and (!l) dividing 
such sum by the Aggregate Principal/Notional Balance of all Underlying Assets that are Fixed Rate. 
Securities (excluding all Defaulted Securities, Written Down Securities and Deferred Interest PIK Bonds). 


Weighted Average Spread Test . The ’Weighted Average Spread Tesr will be sattsHed as 
the Closing Date or any Measurement Date if the Weighted Average Spread 1$ greater than or equal 


Date 

Test 

Percentage 

n 

n 

n 

n 

J 

Jl 


of 

to 
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n 

n 

J 

JO 


The ”Weighted Average Spread” is the number (rounded up to the next 0.01%) obtained by (a) 
summing the products obtained by muHipiyIng (i) the spread above the floating rate index at which 
interest accrues on each Underlying Asset or Offset Transaction (in an amount equal to the difference. If 
any, betvraien the spread of the tong component of such Offeet Transaction and that of the related 
Offsetting Transaction) that is a Floating Rate Security or the Fixed Amount applicable to a Synthetic 
Security (in each case, other than a Defaulted Asset, Written Down Security or Deferred interest PIK 
Bond) as of such date by (li) toe Princlpatff^otional Balance cff such Underlying Asset or Ofteet 
Transadion as of such date, and (b) dividing such sum by the Aggregate Principai/Notional Balance of ail 
Underlying Assets that are Floating Rate Securities (excluding all Defaulted Securities, Written Down 
Securities and Deferred Interest PIK Bonds). 


The "Weighted Average Life Test” will be satisfied as of the Closing Date or any Measurement 
Date during any pertod set forto below if the Weighted Average Life of all Underlying Assets as of such 
Measurement Date is less than or equal to the number of years set forth in the table below. 


On any Measurement Date during the 
Reinvestment Period 

D years 

Thereafter 

n years 


”Weighted Average Life* means, on any Measurement Date with respect to any Underlying 
Asset, the number obtained by (i) summing the products obtained by multiplying (a) toe Average Life at 
such time of each Underlying Asset {excluding Defaulted Assets) by (b) the Principal/Notional Balance of 
such Underlying Assets and (ii) dividing such sum by the Aggregate Principai/Notional Balance at such 
time of alt Underling Assets. For toe purpose of this definition, with respect to toe Synthetic Securities, 
calculations will be made with respect to related Reference Obligation. 

’Average Life” means on any Measurement Date vnto respect to any Underlying Asset (provided 
that, with respect to any Synthetic Security, such determination will be made ^th respect to the related 
Reference Obligation), the quotient obtained by dividing (i) the sum of the products of (a) the number of 
years (rounded to the nearest one tenth thereof) from such Measurement Date to the respective dates of 
each successive distribution of principal of such Underlying Asset (other than a Defaulted Asset) 
(assuming that (A) no collateral defaults or is sold, (B) prepa^nent of any Underlying Asset during any 
month occurs (a) at the rate cff prepayment assumed at the time of issuance of sudi Underlying Asset or 
(b) at the prospectus pricing curw or other similar rate as determined by the Collateral Manager in its 
reasonable business judgment and (C) any clean-up cali, auction call or similar redemption of the 
Underlying Asset occurs In accordance wto its terms), and (b) toe respective amounts of principal of such 
distributions by (ii) the sum of all successive distributions of principal on such Underlying Asset (other 
than a Deteutted Asset). 
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Closing Date Portfolio 

The portfolio of Underlying Assete acquired (or committed to be acquired for settlement in 
accordance v^th customary settlement procedures ]n the relevant markets) by ttie Issuer on or prior to the 
Closing Date has the following characteristics (as of Q 2007): 


Aaoreoate Principal/Notional Balance 

(1) 

u.s.sn 

Fixed Rate Securities 

(2) 

( ]% of the Net Outstanding Underlying Asset 
Balance 

Floating Rate Securities 

(3) 

( ]% of the Net Outstanding Underlying Asset 
Balance 

Tod Issue Concentration 

m 

n 


Tod Servicer Concentration 

(5) 

n 


Standard & Poor's Weighted Average 

(6) 

(a) 

NMfa respect to the Class A-l Notes, [ }% 

Recovery Rate 


(b) 

iMth respect to the Class A-2 Notes, { }% 



(c) 

with respect to the Class B Notes, ( ]% 



w 

iMth respect to the Class C Notes, ( ]% 



(a) 

with respect to the Class D Notes, { ]% 



If) 

with respect to the Class E Notes, f 1% 

WeiQhted Averaoe Coupon 

(T’l 

fl% 


Welohted Averaqe Spread 

i?) 



WeiQhted Average Life 

m u 

Moody's Correlation Factor 

(10) 

11% 


Moody’s Weighted Averaqe Recovery Rate 

(11) 

11% 


Moody's Weighted Average Rating Factor 

m. 

11 



The issuer may not acquire any Underlying Asset unless such acquisition is made on an "arm’s- 
length basis" for feir market value. 

Disposition 

Underlying Assete may be retired prior to their respective final maturities due to, among other 
things, the existence and frequency of exercise of any optional or mandatory redemption features of such 
Underling Assets. In addition, pursuant to Uie Indenture and so long as no Event of Default has occurred 
and is conUnuing and subject fo the cx>nditions set forttr in paragraphs (1) through (5) in the section 
'Disposition of Underlying Assets' below, the Collateral Manager may Dispose of any (i) Defaulted Asset. 
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{II) Equity Security, (III) Credit-Risk Asset, (Iv) Credit Improved Asset, (v) other Undertying Assete 
Oispc^ed of pursuant to paragraph (4) below and (vl) any Underlying Asset that Is subject to withholding 
as described below. 

'Disposition' means one of the following: 

(I) in the case of any Asset-Backed Security, Equity Security, Defaulted Asset. Written Down 

Security or Eligible Investment, the sale thereof by the Coiiaterai Manager, acting on 
behalf of the Issuer; 

(ii) in the case of any Synthetic Security, the termination or novation thereof by agreement 
between the parties thereto: or 

(jji) ' In respect of any Underlying Asset, the entry by die Issuer into an Offsetting Transaction 
in respect of such Underling Asset 

References to 'Dispose' and 'Disposed' will be construed accordingly. 

'Disposition Proceeds' means: 

(i) in the case of any Asset-Backed Security. Equity Security, Eligible Investment Defaulted 
Asset or Written Down Security, the net proceeds of sale by agreement between the 
parties thereto, the amounts received by the Issuer from the applicable counterparty, 
excluding any amounts included in such proceeds that represent accrued and unpaid 
interest save to the extent that such amounts are designated as Principal Proceeds by 
the Collateral Manager, acting on behalf of the Issuer, in connection with such sale; or 

(j|) In the case of any Synthetic Security that 1$ terminated or novated by agreement between 
the parties thereto: 

(a) solely for the purposes of applying paragraphs (1) through (5) in the section 
'Disposition of Assets' below, an amount equal to the Principal/Notional Balance 
thereof, plus or minus any mai1(-to-market amounts payable or received by the 
Issuer upon such termination or novation; and 

(b) in alt other cases, any mark-to-market amounts payable or received by the Issuer 
upon such termination or novation. 

Disposition of Underlying Assets 

Defaulted Assets and Equity Securities 

(1) Subject to the provisions of the immediately following sentence, the Collateral Manager 
on behalf of the Issuer, may direct the Trustee in writing to Dispose of any Underlying 
/^set that the Collateral Manager, acting on behalf of the Issuer, determines to be (and 
whidi the Collateral Manager certifies m writing to the Trustee it has determined to 
be) a Defaulted Asset or an Equity Security; it being agreed in the indenture, hoi^ver, 
that notwithstanding any of the toregoing, (A) the issuer will be obligated to complete the 
Disposition of any Defaulted Asset (i) within one year of die date on which it was so 
determined to be a Defaulted Asset, ^i) subject to the satisfaction of the Rating Conditbn 
with respect to Moody’s only, within two years d toe date on v^lch it was determined to 
be a De^ulted Asset or (iii) If applicable, within two years of such later date on which 
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such Defaulted Asset may first be Disposed of in accordance with its terms or under 
applicable law; (B) the Issuer will be obligated to complete the Disposition of any Equity 
Security received in exchange for a Defaufted Asset (i) within one year the date on 
which the related Underlying Asset was so determined to be a Defaulted Asset or (ii) if 
applicable, within one year of sudt later date on i^ich such Equity Security may firet be 
Disposed of In accordance wth its terms or under applicable la\r, and (C) the Issuer will 
be obligated to cemplete the CHsposition of any cHher kind of Equity Securi^ (i) within five 
Business Days of the issuei^s receipt thereof or (ii) if applicable, within five Business 
Days of any later date cm which sudi Equity Security may first be Disposed of In 
accordance with its terms or under applicable law. 

Credft’Risk Assets 

(2) The Collateral Manager, on behalf of the issuer, may direct the Trustee in writing to 
Dispose of any Underlying Asset that the Collateral Manager, acting on behalf of the 
Issuer, determines to be (and which the Collateral Manager certifies in writing to the 
Trustee that it has determined to be) a Credit-Risk Asset and, if applicable, to acquire 
additional Underlying Assets in accordance with clause (B) betow. The Collateral 
Mana^r may not direct the Trustee to Dispose of any Underlying Asset that (t 
determines to be a Credit-Risk Asset unless. In connection with the Disposition of such 
Credit-Risk Asset, the Collateral Manager will certify in writing to the Trustee that: 

(A) at the direction of the Coliateral Manager, the Disposition Proceeds 
arising from the Disposition of such Credit-Risk Asset shall be 
transferred to the Principal Collection Account to be applied In 
accordance wHh the Priority of Payments; provided that such Disposition 
Proceeds may not be reinvested, or 

(B) the Collateral Manager believes that the Issuer will be able to reinvest 
the Disposition Proceeds arising from the Disposition of such Credit-Risk 
Asset, within [180] days after such Credit-Risk Asset is Disposed of, in 
one or more addftlonal Asset-Backed Securities or Synthetic Securities 
having an Aggregate PrinclpaWotiwial Balance that, together with 
accrued interest thereon, is at least equal to the Disposition Proceeds 
arising from the Disposition of such Credit-Risk Asset being CHsposed of 
and the Coliateral Manager believes that after giving effect to such 
Disposition and the subsequent acquisition, the level of eadi of the 
Collateral Quality Tests and Eligibility Criteria is maintained or improved 
as compared to the test levels prior to such Disposition and subsequent 
acquisition; provided however that after the Reinvestment Period, the 
Issuer may not Dispose of a Credit-Risk Asset and acquire one or more 
additional Underlying Assets pursuant to this paragraph unless. 
addWonally, (i) the Collateral Quality Tests are in compliance, (ii) the 
Underlying Asset proposed to be acquired shall have a Moody's Rating 
and a Standard & Poor's Rating at least equal fo the Moody's Rating and 
the Standard & Ffoor's Rating respectively of the Credit-Risk /^el to be 
Disposed, (iii) the weighted average life of the Underlying Asset{s) 
prepc^ed to be acquired following such Dispositbn shall be no more 
than two years greater than the weighted average life of the Credit-Risk 
Asset to be Disposed and (»v)(A) all Coverage Tests are satisfied prior to 
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such Dispositbn. (B) the Coliateral Manager believes that, after giving 
effect to such Disposition and ^e subsequent acquisition described in 
this paragraph all Coverage Tests wll! be satisfied and the level of each 
Coverage Test wiii be at least equal to its level prior to such Disposition 
and (C) the level of the Class D Overcollateralization Test is at least 
equal to Q. 


Credit’fmpmved Assets 

(3) Credit-Improved Assets. The Collateral Manager, on behalf of the Issuer, may direct the 
Trustee in writing to Dispose of any Underlying Asset that the Coliaterai Manager, acting 
on behalf of the issuer, determines to be (and Vi^ich the Collateral Manager certifies in 
witing to the Trustee that it has determined to be) a Credit Improved Asset and, if 
applicable, to acquire additional Underlying Assets in accordance with clause (B) below. 
The Collateral Manager may not direct tfie Trustee to Dispose of any Underling Asset 
that it determines to be a Credit-Improved Asset unless, in connection with the 
Disposition of such Credit-Improved Asset, the Collateral Manager will certify in writing to 
the Trustee that 

(A) at the directton of the Collateral Manager, the Disposition Proceeds 
arising from the Disposition of such Credit-Improved Asset shall be 
transferred to the Principal Collection Account to be applied in 
accordance with the Priority of Payments; provided that (i) such 
Oispositton Proceeds may not be reinvested and (li) such Disposition 
Proceeds must be at least equal to the par value of the Credit-improved 
Asset Disposed, or 

(B) the Collateral Manager believes that the Issuer will be able to reinvest 
the Disposition Proceeds arising ftom the Disposition of such Credit- 
Improved Asset, within (180| days after such Credit-Improved Asset Is 
Disposed of, in one or more additiona! Asset-Backed Securities or 
Synthetic Securities having an Aggregate Principal/Notional Balance at 
least equal to the Aggregate Principal/Notlonal Balance of the Credit- 
improved Asset to be Disposed, and the Collateral Manager believes 
that alter giving effect to such Disposition and the subsequent 
acquisition, the level of eadr of frre Collateral Quality Tests and Eligibility 
Criteria is maintained or improved as compared to the test levels prior to 
such Disposition and subsequent acquisition; provided however that after 
the Reinvestment Period, the Issuer may not Dispose of a Credlt- 
impFoved Asset and acquire another Underlying Asset pursuant to this 
paragraph unless, additionally, (I) the Coliateral Quality Tests are in 
compliance, (ii) the Underlying Asset proposed to be acquired shall have 
a Moody's Rating and a Standard & Poor's Rating at least equal to the 
Moody's Rating and the Standard & Poor's Rating, respectively, of the 
Credit-Improved Asset to be Disposed, (ill) the weighted average life of 
the Underlying Asset(s) proposed to be acquired following such 
Disposition shall be no more than two years greater than the weighted 
average life of the Credit-Improved Asset to be Disposed and (iv)(A) all 
Coverage Tests are satisfied prior to such Disposition, (B) the Collateral 
Manager believes that, after giving effect to such Disposition and the 
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subsequent acquisition described in this paragraph ali Coverage Tests 
wiii be satisfied and the tevei of each Coverage Test will be at ieast equal 
to its level prior to such Disposition and (C) the level of the Class D 
Overcollateralization Test is at least equal to Q. 

Discrethnary Trading 

[4) At any time during the Reinvestment Period, the Collateral Manager, on behalf of die 
Issuer, may direct the Trustee in ^bng to Dispose of {and acquire if applicable}, and the 
Trustee shall Dispose of (and acquire, If applicable) in the manner so directed by die 
Collateral Manager, acbng on behalf of the Issuer. In writing, any Underlying Asset if, in 
cx^nnecdon with the Disposidon of such Underlying Asset and the acquisidon of another 
Underling Asset, as applicable, the Collateral Manager shall certify in writing to die 
Trustee that: 


(I) the Collateral Manager believes in good ^ith that Disposition 
Proceeds relating to such Underlying Asset can be reinvested 
within [180] days after the Disposition of such Underlying Asset 
in one or more additional Underlying Assets such that die 
Aggregate Principat/Notional Balance of subh additional 
Underlying Assets is greater than or equal to the 
Principal^ottonal Balance of the Underlying Asset to be so 
Disposed, 

(ii) the Aggregate Principai/Notlonal Balance of all Underlying 
Assets Disposed of pursuant to this paragraph during any 
calendar year (Including the period from the Closing Date to the 
end of calendar year 2007). does not exceed |20]% of the Net 
Outstanding Asset Balance as the first day of such period 
(excluding, for the purposes of such calcuiation. the Disposition 
of any Credlt^isk Assets, Credit>lmproved Assets, Defaulted 
Assets, Equity Securities and Withholding Securities and any 
Underlying Asset Disposed by the entry of the issuer Into an 
Offsetting Transaction with respect to such Underlying Asset), 

(ill) the Coilaterai Manager believes that after giving effect to such 
Dispc^ition and the subsequent acquisition, the level of each of 
the Collateral Quality Tests and Eligibility Criteria is maintained 
or improved as compared to the test levels prior to such 
Dispositbn and subsequent acquisition; 

(iv) and Moody's has not reduced the tong term rating of any Class 
of Notes below the long term rating In effect on the Closing Date 
by one or more major rating categories. 

Underlying Assets Subject to Withholding 

(5) Notwithstanding any of the [imitations prescribed by the preceding paragraphs, if no 
Event of Default has occurred and is continuing, toe Collateral Manager, on behalf of the 
Issuer, may, at any time, direct the Trustee In writing to Dispose of any Underlying Asset 
(regardless of whether such Underlying Asset is or can be characterized as, or 
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tJetemilned to be, a Deteutted Asset, an Equi^ Security, a Credit-Risk Asset or a Credit 
improved Asset) If the Coilaterai Manager shall certify in writing to the Trustee that, 
based upon an opinion of counsel addressed to the issuer and the Collateral Manager, 
the Coliateral Manager, acting on behalf of the Issuer, has determined, that such 
Underlying Asset is, or may become, subject to withholding or other similar taxes. 

In addition, during and after the Reinvestirient Period, the issuer, at the dirBcti<»i of the Collaterel 
Manager, may also enter into Of^etting Transactions; provided that each Offsetting Transaction will be 
treats as a Disposition of tiie related Underlying Asset, meaning that Offsetting Transactions will be 
deemed to be discretional and not in connection ^th the Disposition of Defeuited Assets, Equity 
Securities, Credit-Risk Assets, Credit-Improved Assets and Withholding Securities shall only occur during 
the Reinvestment Period. 

Any Disposition of an Underlying Asset wit! be conducted on an *arm‘s length basis" for ^ir 
market value and In accordance with the requirements of the Management Agreement, and. if effected 
with the Issuer, the Trustee, a Designated Party or any Affiliate of any of the foregoing, wll be effected in 
a secx^ndaiy market transaction on terms at least as favorable to the Noteholders as would be ttie case if 
such peracm were not so affiliated: provided that, after the Closing Date, the Collateral Manager on behalf 
of the Issuer shall not direct the Trustee to acquire directly any Asset-Backed Security or a Synthetic 
Security for inclusion In the Collateral from any account or portfolio for which the Collateral Manager 
serires as Investment advisor or direct the Trustee to Dispose of directly any Underlying Asset to any 
account or portfolio for which ttie Coilaterai Manager serves as Investment advisor unless such 
acquisition or Disposition complies with all material requirements of any applicable laws. The Trustee will 
have no responsibility to oversee or ensure compliance with the above conditions by the otfier parties. 
Any Dlsposlticm Proceeds arising out of the Disposition of an Asset-Backed Security that are deposited in 
the DIspwition Proceeds Account to be reinvested in other Underlying Assets within [1B0) days following 
such Disposition. Following such (180) day period, if such Disposition Proceeds have not been 
reinvested in any substitute Underlying Asset and remain in the Disposition Proceeds Account, such 
Disposition Proceeds shall be deposited In the Principal Collection Account and applied in accordance 
with the Priority of Payments. 

During the Reinvestment Period, Prindpal Proceeds may be reinvested in additional Asset- 
Backed Securities or additional Synthetic Securities, or used to purchase Eligible Investments, in each 
case In accordance v^h the reinvestment criteria set forth under " — EligibBity Criteria". 

In addition, during the Reinvestment Period, the Coliateral Manager may direct the Trustee to 
apply, by transferring such amount or portion thereof from the Synthetic Collateral Account to the 
Principal Collection Subacojunt, on any Distribution Date to pay the amounts set forth in clauses (1) 
through (3) under the Principal Proceeds Priority of Payments, to the extent such amounts are not paid 
with Principal Proceeds listed In clauses (1) through (11) and (14) of the definition thereof and/w on any 
date as directed by the Issuer to acquire additional Asset-Backed Securities or additional Syntiietic 
Securities, in each case, in accordance wltti the reinvestment criteria set forth under "The Account^-’ 
Synthetic Collateral Accounts" (unless, at the sole and absolute discretion of the Coilaterai Manager, such 
amount is to be treated as Principal Proceeds and applied in accordance with the Priority of Payments for 
Principal Proceeds). 

Certain Definitions 

"Average Life* means on any Measurement Date on or after the Closing Date vrith respect to any 
Underlying Asset provided, that with respect to any Synthetic Security, such determination wilt be made 
with respect to the related Reference Obligation), the quotient obtained by dividing (1) the sum of the 
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producls of (a) the number of years (founded to the nearest one tentti thereoO frc>m such Measurement 
Date to bie respective dates of each successive scheduted distribution of principal of such Underlying 
Asset (other than a Deteulted Asset or Deferred Interest PiK Bond) (assuming that (A) no coltateral 
defeiuite or is sold except ttiose that have already defeulted or been sdd, (B) prepayment of any 
Underlying /^sel during any month occurs (x) with respect to an Underlying Asset issued no more than 
six mon^s prbr to suc^ Measurement Date, at the rate of prepayment assumed at ttie time of issuance 
of such Underlying Asset and (y) with respect to an Underlying Asset issued more than six mondis prior to 
such Measurement Date, at the average rate of prepayment observed over the sbc months immediately 
pre^ding such Measurement Date based on available transaction reporting data (and if sudi date is 
unavailable, at the assumed constant prepayment rate or prepayment curve set out in the offering 
document for such Underiying Asset, as determined by the Collateral Manager In its reasonable business 
judgment). (C) any ctean up call, auction call or simitar redemption (but not optional redemption) of the 
Undeilying Mset occurs in accordance with the terms of the relevant Underlying Asset arid (O) no 
optional redempticm occurs), and (b) the respective amounts principal of such scheduled distributbns 
by (ii) the sum of all successive scheduled distributions of principal on such Underlying Asset (other than 
a De^ulted Asset or Deferred interest PIK Bond). 

"Credit-improved Asset" means any Asset-Backed Security or Synthetic Security (in which case 
such determination will be made with respect to the related Reference Obligation) (excluding in each case 
the long component of any Offeet Transaction) that is In compliance with at least one of the following 
criteria (the "Credit4mproved Criteria*): 

(a) so long as the long term ratings of the Class A-1 Notes, Class A-2 Notes or the Class B 
Notes have not been downgraded by one or more rating sub-categories by Mood/s and so long as the 
long term ratings of the Class C Notes, the Class D Notes or the Class E Notes have not been 
downgraded by two or more rating sub-categories by Moody’s (and such ratings have not been restored), 
the Collateral Manager, acting on behalf of the issuer, has determined in a commercially reasonable 
manner (which determination may not be called info question as a result of subsequent events) that (I) 
the Issuer of such Asset-Backed Security or the issuer of the Reference Obligation related to such 
SynUietlc Security, as applicable, In the commercially reasonable judgment of the Collateral Manager, 
acting on behalf of the Issuer, has shown improved financial results; (ii) the transferor, originator, obligor 
of or insurer of such Asset-Backed Security or of the Reference Obligation related to such Synthetic 
Securtty, as applicable, since the date on which such Asset-Backed Security or Synthetic Security was 
purchased or entered into, as applicable, by the l^uer has raised significant equity capital or has raised 
other capital ttiat has improved the liquidity or credit standing of such transferor, originator, obligor or 
insurer; (ill) in the case of an Asset-Backed Security, there has occurred a significant improvement in the 
underlying poo! of assets or an increase In . the level of subordination; or (iv) such Asset-Backed Security 
or the Reference Obligation related to such Synthetic Security, as applicable, has decreased its spread 
over the Interest rate on the applicable U.S. Treasury Benchmark by an amount exceeding (0.50]% for 
fixed rate assets or by an amount exceeding [0.25]% over the relevant rate index for floating rate assets 
or has increased in price to [102]% or more of Its original purchase price paid by the Issuer due primarily 
to credit related reasons as determined by the Collateral Manager, acting on behalf of the Issuer, in each 
case, since it was acquired by the Issuer, and 

(b) (i) tee Collateral Manager, acting on behatf of the Issuer, believes. In the Collateral 
Manager's commerdaliy reasonable judgement (which belief may not be called into question as a result 
of subsequent events) that the Underlying Asset or such related Reference Obligation, as applicable, has 
substantially improved in credit quality and (il) such Underlying Asset or such related Reference 
Obligation, as applicable, has been upgraded or put on a watch list for possible upgrade by one or more 
rating sub-categories by one or more Rating Agencies since the date on ^Ich it was acquired or entered 
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into t7y the Issuer; It being agreed in the Indenture that only clause (2) of the definition of 'Credit Improved 
Criteria' wtti appty if the long term ratings of Class A- Notes. Class A'2 Notes or the Class B Notes have 
been downgraded by one or rr^re rating sutF-categories by Mood/s or the long term rating of the Class C 
Ncrtes, the Class D Notes or the Class E Notes have been downgraded by two or more rating sub 
categories by Moody's. 

'Credit-Risk Asset' means any Underlying Asset vritii respect to v^ich (a) during any perksd 
which Is not a Restricted Trading Period, its rating has been downgraded, qualified or Wthdravwr by 
StandanS & Poc^s, Mood/s or Fitch or has been put on’ "negative credit watch* or similar status for 
possible downgrading, qualification or withdrawal from the ratings that were In place as of the date the 
issuer purchased such Underlying Asset or if (i) in the reasonable business judgment of the Coliateral 
Manager (v^lc^ Judgment shali not be called into question as a result of subsequent events), has a 
significant ri^ of declining In aedR quality or, over time, becoming a Defaulted Asset or (li) It is deferring 
interest or is a Written Down Security; or (b) during any period which is a Restricted* Trading Period, (i) its 
rating has been downgraded, qualified or withdrawn by Standard & Poor's. Mood/s or Fitch or has been 
put on 'negative credit watch' or similar status for possible downgrading, qualification or withdrawal from 
the ratings that were in place as of the date the Issuer purchased such Underlying Asset, (li) has 
experienced an increase in credit spread over the applicable U.S. Treasury Benchmark, the applicable 
swap benchmark or the applicable LIBOR by (x) [ )% or more if the original credit spread (as of the date 
on v^ich such Underlying Asset was first included in ttie p<wtfollo) was greater than [1 .50]% or (y) (0.20]% 
If the ordinal o^it spread (as of die date on which such Underlying Asset was first included in the 
portfolio) was less ttian or equal to (1 .501%, or (111) it is deferring interest or is a Written Down Security. 

'Equity Security" means any equity security which is acquired by the Issuer as a result of the 
exercise or conversion of an Underlying Asset, in conjunction vwtii the purchase of an Underlying Asset or 
in exi^ange for a Defaulted Asset and which does not entitle the holder thereof to receive periodic 
payments of interest and one or more Installments of principal. 

Initial Rating" means (I) with respect to the Class A-1 Notes and the Class A-2 Notes, "Aaa* by 
Mood/s and 'AAA' by Standard & Poor's, (li) with respect to the Class B Notes, *'Aa2' by Mood/s and 
'AA* by Standard & Poor's, (ill) with respect to the Class C Notes, •A2' by Mood/s and *A' by Standard & 
Poor's; (iv) v^th respect to the Class D Notes, 'Baa2' by litood/s and "BBB" by Standard & Poor’s, and 
(v) with respect to the Class E Notes, 'Ba1' by Mood/s and 'BB+" by Standard & Poor's. 

Tnvesfnient Grade' means a security with a Mood/s Rating of at least *6aa3' by Moody's and a 
Stendard & Poor's Rating of at least 

"Restricted Trading Period' means each day during which (a) the Mood/s rating of the Class A 
Notes or Class B Notes is one or more subcategories below its Initial Rating, or (b) the Mood/s rating of 
the Class C Notes, the Class D Notes or the Class E Notes Is two or more sub-categories bekw its Initial 
Rating; unless the holders of a majority in aggregate outstanding principal amount of toe Controlling 
Class has directed the issuer to waive the Restricted Trading Period (which waiver may be rescinded by 
the Controlling Class at any time that such rating requirement is not satisfied). 

An Underlying Asset will be a "Withholding Security' If the related trustee or paying agent 
informs toe Issuer, Trustee or Collateral Manager that It Intends to withhold, or actually does withhold 
from payment on such Underlying Asset, amounts In respect of withholding taxes. 

■Vrrltlng' or “written* shall include electronic mail. 
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Notwithstanding anything to ttie contrary set forth In this sectton "—Disposition (rf Underlying 
Assets,' the Issuer will ha\« the right to effect any transadion ttiat has been consented to by holders of 
Nc^es evidencing 100% of the aggregate outstanding principal amount of each Class of Notes and by 
each Preforence Shareholder and of which each Rating Agency has been notified. 

Eligibility Criteria 

During the Reinvestment Period, the Issuer may Dispose of and acquire additional Underlying 
Assets; prcv/c/ecf that, after giving to ^ch investment, (i) each of the Collateral Quality Tests is 
satisfied or, if a Collaterai Quality Test is not satisfied, the degree of compliance with such Collateral 
Quality Test wcHJid be maintained or improved, (ii) with respect to the acquisition of any S^thetic 
Security, toe Synthetic Security Coilaterallzation Conditions are satisfied, and (Hi) toe criteria set forth 
below (the "Eiigibiiity Criteria') are complied with or, if toe Eli^bility Criteria will not be complied with, toe 
degree of compliance toe Eligibility Criteria v\nll be maintained or improved. Unless othervinse stated 
In this section or unless toe context clearly otherwse requires, in respect of toe Synthetic Securities, (x) 
any rating criteria and any criteria relating to its status as a 'Specified Type' described in this section in 
respect of such S^toetic Securities vrill be deemed to relate to the related Reference Obligations, and 
any quantltath^ criteria and limits so described will be deemed to apply to the Prindpat/Notlonal Balance 
of toe relevant S^thetic Securities and (y) all references to "rated' or "rating" by Standard & Poor's or 
Fitch In this section, unless otherwise specified or unless toe context otherwise requires, shall refer to the 
long-term, unsecured debt rating assigned by Standard & Poor's or Fitch, as applicable. 

With respect to any acquisitions or Disposition of multiple Underlying Assets, that are effected 
either contemporaneously or no later than (30] days from each other In accordance with the provisions 
described herein, the Cdlateral Manager may, in its sole discretion, direct that two or more of such 
acquisitions or Dispositions of multiple Underlying Assets be treated as a "Combined Trade' and, 
foibwing such designation by the Collateral Manager, compliance with the Collateral Quality Tests and 
Eligibility Criteria will be measured by detennlning the aggregate effect of such Combined Trade on the 
Issuer's level of compliance with toe applicable Collateral Quality Tests and Edgibiiity Criteria rather than 
considering toe effect of each acquisition or Disposition of toe related Underlying Assets individually. 

The Issuer may also, at the direction of the Collateral Manager, enter into a trading plan (a) 
pursuant to whtoh toe Coliaterai Manager believes all trades contemplated toereby will be entered into 
within (20] Business Days, (b) specifying certain (I) amounts received or expected to be receii^d as 
Principal Proceeds in connection with a Trading Plan, (ii) Underlying Assets related to such Prindpal 
Proceeds and (iil) Underiying Assets acquired or intended to be acquired as a result of such Trading Plan, 
and (c) for which the Collateral Manager believes such plan can be executed according to Ite terms. Any 
trading plan satisfying the requirements of clauses (a)-(c), a "Trading Plan'. The time period for such 
Trading Plan will be measured from the earliest trade date to the latest trade date of any such amounts. 
With respect to any series of trades In wtolch the Issuer commits to purchase, sell or pur^ase and sell 
multiple Underlying Assete pursuant to a Trading Plan, compliance with toe EUglbilfty Criteria and the 
Collateral Quality Tests may, at the option of toe Collateral Manager, be measured by determining the 
aggregate effect of such Trading Ran on the Issuer's level of compliance with the Eiigibiiity Criteria and 
the Collaterai Quality Tests rather than considering toe effect of each purchase and sale of such 
Underlying Assets individually. The Issuer (or toe Collaterai Manager on its behalf) may enter Into a 
Trading Plan only If (1) there are no other Trading Plans being implemented at such time and that the 
Collateral Quality Tests and Eiigibiiity Criteria with respect to ail previously Implemented Trading Plans 
were in compliance as at the scheduled completion date of such Trading Plans, (2) as evidenced by an 
officer's certificate of the Collaterai Manager, acting on behalf of toe Issuer, delivered to toe Trustee on or 
prior to the earliest event specified in the related Trading Plan, the Eiigibiiity Criteria and toe Collateral 
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Quaitty Teste are expected to be In compliance as -of the sdieduled ccxnpletton date of the related 
Trading- Plan, (3) the Aggregate Principat/Notional Balance of all Underlying Assets that are be 
Disposed of pursuant to sudi Trading Plan may not exceed [^% erf the Portfolio Balance (each measured 
as of the earliest trade date) and (4) Standard & Poor's has received a prtor written notice of sudi Trading 
Plan horn foe Collateral Manager, acting on behalf of the issuer. If at any time any Trading Plan that vi»s 
previously implemented resulted In the deterioration In foe issuer's level of compliance vnfo any of the 
Eligibility Criteria and foe Collateral Quality Tests, other than due to (x) a failure of the Synthetic Security 
Counterparty or issuer to comply with any of its payment or delivery obligations to the issuer or any other 
default by sudn rx^unterparty or obligor/issuer for reasons beyond the control of the issuer or any other 
terms foat were agreed with the Issuer at or prior to foe commencement of such Trading Plan w (y) an 
error or omission of an administrative or operational nature made by any bank, broker-dealer, clearing 
corporation or other similar financial intermediary holding fonds, securities or ofoer property directly or 
indireedy for the account of foe Issuer, notice will be pro\4ded to Standard & Poor's and the issuer will be 
prohibited ftx>m entering into any additional Trading Plans until foe Issuer's level of compliance is restored 
to its prk>r level. The time period for each such Trading Plan will be measured from the earliest trade date 
to the latest trade date any such amounts. The Collateral Manager, acting on behalf of foe issuer, may 
only specify one Trading Plan per trade date. The Eligibility Criteria will be as follows; 

Standard & Poor’s or 1- The Aggregate Prindpal/Noticmal Balance of the acquired 
Moody’s Rating Undertying Assets with a Moody's Rating or a Standard & Poor's 

Rating of below 'Baa3* or 'BB&-", respectively, shall not exceed 
[26.1]% of the Net Outstending Underlying Asset Balance as 61 the 
Closing Date; provided that any such Underlying Assets shall be 
f^BS Securities. 


Dollar denominated 


Single issue 


2. Such security Is Dollar der^mlnated and Is not convertible into, or 
payable In, any other currency. 

3. With respect to the particular Issue being acquired, the Aggregate 
Prindpal/Notlonal Balance of such Issue does not exceed; 


(a) (2.S]% of the Net Outstanding Underlying Asset Balance, If 
such Issue has a Mood/s Rating of ''6aa3'' or higher or a 
Standard & Poor's Rating of "BBB-'’ or higher; provided 
however .that with respect to up to five such Issues, the 
Aggregate Principal/Notional Balance of each such issue 
may be up to (3.0)% of foe Net Outstanding Underlying 
Asset Balance; 

(b) [1.25]% of the Net Outstanding Underlying Asset Balance, 
if such Issue has a Moody’s Rating of 'Bar or less and a 
Standard & Poor’s Rating of ■BB+'‘ or less; provided 
however that with respect to up to five such issues, the 
Aggregate Princlpal/Nottonal Balance of each such Issue 
may be up to (1.5]% of foe Net Outstanding Underlying 
Asset Balance. 
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With respect to the Servicer of the Underlying Asset being acquired, 
the Aggregate Prindpai^otional Balance of al! Underlying Assets 
serviced by such Sendcer does not exceed [7.50]% of the Net 
Outstanding Underlying Asset Balance; pnsvided, however, the 
Aggregate Principai^otional Balance of ail Underlying Assets 
serviced by such Servicer does not exceed: 

(a) [20.0]% of the Net Outstanding Underling /^set Balance, 
if such Servicer is rated (i) at least "AaS* or at least "SOi-” 
by Moody's, or (li) at least ”AA-” or at least 'Strong* by 
Standard & Poor's or (lii) at least "AA-" or at least “S-l" by 
Fittfi; and 

(b) [12.5]% of the Net Outstanding Underlying Asset Balance, 
if such Servicer is rated (i) at least *A3' or at least *802-' 
by Moody's, or (ii) at least 'A-' or at least 'Above Average" 
by Standard & Poor's or (lii) at least 'A** or at least ”S-2* by 
Fitch; 

provided that [Wells Fargo] or its Affiliates may constitute up to 
[20.0]%, [Select Portfolio Servicing] or its Affiliates may constitute 
up to {15;0]% and [Washington Mutual] or its AfRiiates may 
consblute up to [15.0]%, of the Aggregate Principai/Noticmal 
Balance of all Underlying Assets; provided further that, regardless 
of clauses (a), (b) and the first proviso above, tviro single servicers 
(other than servicers writh a servicer rating of "Weak" by Standard 
& Poor's) may each constitute up to [1 5.0)% of the Net 
Outstanding Underlying Asset Balance. 

The Aggregate Attributable Amount of a!) Underlying Assets related 
to obligors organized or incorporated outside the United States 
does not exceed [5]% of the Net Outstanding Underlying Asset 
Balance; provided teat for purposes of this paragraph, "obligors” 
shall mean the obligors on the underlying receivables; provided 
further that tee Aggregate Attributable Amount of ail Underlying 
Assets related to 

(a) Qualifying Foreign Obligors (including those obligors 
organized or incorporated In the United Kingdom or 
Canada) does not exceed [5]% of the Net Outstanding 
Undertytng Asset Balance; and 

(b) obligors (including obligors organized or incorporated in 
Emerging Mamets) organized or incorporated outside the 
United States, the United Kingdom and Canada (other than 
Qualifying Fwelgn Obligors) does not ex(^ed [0.0]% the 
Net Outstanding Underlying Asset Balance. 
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Consumer ABS 
Securtties 


Commercial ABS 
Securities 


CMBS Securities 


CDO Securities 


Syntiietic Securities 


6. The Aggregate PrindpalMotiwjai Balance of all Underiying Assets 
constituting Consumer ABS Securiti^ does not bcceed {15]% of 
the Net Outstanding Undeflying ^set Balance, provided that the 
Aggregate Principat^otionat Balance ail Underlying /^sets 
consisting o^ 

(a) Automobile Securities does not exceed [7.5}% of- tie Net 
Outstanding Underiying Asset Balance; 

(b) Car Rental Fleet Securities does not exceed (1 .5]% of the 
Net Outstanding Underiying Asset Balance; 

{c) Consumer Loan Securities does not exceed (1.5)% of the 
Net Outstanding Underlying Asset Balance; 

(d) Credit Card Securities does not exceed [7.5]% of the Net 
Outstanding Underlying Asset Balance; and 

(e) Student Loan Securities does not exceed (7.5)% of the Net 
Outs^nding Underlying Asset Balance. 

7. The Aggregate Prlnclpat/Notiona) Balance of all Underlying Assets 
constituting Commercial ^S Securities does not exceed {10]% of 
the Net Outstanding Underlying Asset Balance, provided that the 
Aggregate Principaf^otional Balance of all Underlying Assets 
consisting of; 

(a) Equipment Lease Securities does not exceed [5]% of the 
Net Outstanding Underlying Asset Balance; and 

(b) Small Business Loan Securities does not exceed (5)% of 
the Net Outstanding Underlying Asset Balance. 

8. The Aggregate Principal/Notional Balance of ail Underlying Assets 
that are CMBS Securities shall not exceed [10)%, of die Net 
Outstanding Underlying Asset Balance. 

9. The Aggregate PrIncfpaW'lotional Balance of ail Underlying Assets 
that are CDO Securities shall not exceed [10]% of tiie Net 
Outstanding Underiying ^set Balance; provided that 

(a) no COO Security shall have a Moody's Rating below 
"BaaS” or a Standard & Poor's Rating below "BBB-” and 

(b) the Aggregate Principal/Notionai Balance of all Underlying 
Assets that are CDO Securities managed by tiie Coiiateral 
Manager shaR not exceed [0]% of the Net Outstanding 
Underlying Asset Balance. 

10. The Aggregate Principal^otional Balance of all Underiying Assets, 
that are Synthetic Securities that are investment Grade shall not 
exceed 0% of the Net Outstanding Underlying Asset Baiance. 
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11. The Aggregate PrincipaiA*jotionai Balance of ai! Underlying Assets 
that are Fixed Rate ^curitles shall not exceed [6.0}% of the Net 
Outstanding Underlying Asset Balance. 

12. If sut^ Underlying Asset is a Pure Private Asset-Backed Security, 
the Aggregate Principai/Notional Balance of ait such Underlying 
Assets does not exceed (5.0]% of the Net Outstanding Underlying 
Asset Balance. 

13. The Aggregate Princ^i^otionai Balance of all Underlying Assets 
tiiat are ABX Tranche Securities shall not exceed [^%, of ttie Net 
Outstanding Undertying Asset Balance. 

14. The Aggregate PrincipalMotionai Balance of ail Underlying Assete 
tiiat are Negative Amortization Securities shall not exceed [0}%, of 
the Net Outstanding Underlying Asset Balance. 

15. The Aggregate Principal^otional Balance of all Underlying Assets 
that are Interest-Only Securities shall not exceed [0]%, of the Net 
Outstanding Undetiying Asset Balance. 

16. The Aggregate Principai^oUonal Balance of all Underlying Assets 
that are Principai-Oniy Securities shall not exceed (0}%, of the Net 
Outstanding Underlying Asset Balance. 

17. The legal final maturity of such Underlying Asset Is no later than the 
Stated Maturity; provided that up to (10]% of the Aggregate 
Principal/Notbnal Balance of the Underiying Assets may have a 
legal final maturity after tiie Stated Maturity but in no event shall (A) 
the legal final maturity of any Underlying Asset occur later than W 
years after the Stoted Maturity of the Notes or (B) the expected 
maturity of any Underlying Asset occur later than the Stated 
Maturity of the Not^. 

16. The Aggregate Principat^otfonai Balance of all Underlying Assete 
that are PIK Bonds shall not exceed (10J% of the Net Outstanding 
Underlying Asset Balance. 

19. The Aggregate Princ^VNotional Balance of all Underlying Assets 
that provide for the periodic payment of interest less frequently than 
quarterly shall not exceed f5]% of the Net Outstanding Underlying 
Asset Balance and the Aggregate Principal/Notional Balance of all 
Underlying Assets that provide for the periodic payment of Interest 
less frequently than semi-annually shall not exceed (0)% of the Net 
Outstanding Underlying Asset Balance. 

20. Such Underlying Asset is not a Convertible Bond and does not 
provide for the mandatory conversion or exchange into equity 
capital at any time. 

21. Such Underlying Asset is permitted by its terms to be held by, 
among others, the Issuer or other non U.S. Persons and, If 
applicable, assigned, participated or otherwise transferred to the 
Issuer. 

22. Such Underling Asset Is not an obligation or a Underlying Asset 
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the rating of which from Standard & Poor's includes Ihe subscript 

23. Such Undert^ng Asset (a) is not a Underling Asset issued by an 
issuer located in a country that imposes foreign exc^nge controls 
that effectively HmK the availability or use of Dollars to make when 
due the scheduled payments of principal of and interest on such 
secuiity; (b) does provide for conversion into Margin Stock; and 
(c) is not a financing by a debtor in possession in any insolvency 
proceeding. 

24. Such Underlying Asset does not have a coupon or other payment 
that is subject to v^hoiding tax, in each case, unless the Issuer of 
the security Is required to make "gross up payments" for the total 
amount of withholding on an after tax basis. 

25. The acquisition of such Underlying Asset wli not cause toe issuer 
to be subject to entity level taxation. 

26. if such Underlying Asset is a Step Up Bond, the Aggregate 
Principai/Notionai Balance of ail such Underlying Assets does not 
exceed [5.0]% of the Net Outstanding Undeiiying Asset Balance, if 
such Underling Asset 1$ a Step Down Bond, toe Aggregate 
Prindpal/Notional Balance of ail such Underlying Assets does not 
exceed [5.0]% of the Net Outstanding Underlying Asset Balance. 

27. Such Underlying Asset is not a security that is not eligible under its 
Underlying instruments to be purchased by the Issuer and granted 
to the Trustee. 

28. Such Underlying Asset is not a floating rate security whose Interest 
rate is inversely related to an interest rate index. 

29. Such Underling Asset is included in one of the Specified Types. 

30. Such Underlying Asset has a Mood/s Rating of '[Ba2]" or higher 
and a Standard & Poor's Rating of "[BB]‘ or higher. 


The Initial Invesbnent Agreement 

The information appearing under "Security for the Notes — The Initial Investment Agreerhenl" with 
respect to the initial investment Agreement Provider has been derived from a description thereof provided 
by the Initial Investment Agreement Provider. The Initial Investment Agreement Provider has reviewed 
such information, but such Information has not been independently verified by the Co-Issuers, the 
CoHateral Manager, toe Initial Puix:haser, any Interest Rate Swap Counterparty or toe Synthetic Secuiity 
Counterparty. 

Amounts on deposit In the Syntoetic Security Cofiateral Account may be invested in Eligible 
investments and will initially be Invested under an investment agreement, dated as of toe Ciosing Date 
(such agreement, the "Initiai Invesbnent Agreement," and. together with any Replacement investment 
Agreement, toe "imroshnent Agreement" and amounts so invested, the "Investment"), among the 
Issuer, the Trustee and ( ], as investment agreement provider (in such capacity, the Initiai Investment, 
Agreement Provider"). On toe Closing Date, funds in an amount of approximately $[ ] are expected to 
be invested as Investments. 
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Pursuant to the initiai investment Agreement, the tnKIai investment /^reement Provider wiil be 
required to pay Interest until the Initiai Investment Agreement is terminated or tenminates by its terms at a 
^dng rate per annum equal to three-month LIBOR minus 0% on the am(»jnts invested thereunder. 
Inter^t on the investment will accrue over each interest Pertod and vrill be payable on toe Business £^y 
immediately prior to toe Oisbibution Dates, commencing in I ) 2007. 

On any Business Day of each month, subject to applicable notice requirements speeded in the 
Initial Investment ^reement, the Trustee may make a vritodrawal from the Initial investment /^reement 
in order to make parents as described under Allocation Procedures. 

On or immediately prior to the Final Maturity Date, the Trustee {acting pursuant to the Indenture 
on behaif of the Issuer) v^li have the right to demand parent in toll under toe IniQar investment 
A^eement (if it Is then in effect). On toe Final Maturity Date of the Notes, all net proceeds ^om such 
liquidation and all available cash vdll be distributed in accordance with the priority of distribution 
provisions described herein. 

The Trustee, subject to the Indenture, will upon toe occurrence of an event of default under the 
initiai Invesbnent Agreement, take actions to enforce the rights of the Issuer under toe Initiat inv^tment 
Agreement and to obtain payment to the Trustee of ati amounts due thereunder to the extent required or 
directed to do so In accordance with toe Indenture. 

In the event that the financial strength ratings of the Initial investment Agreement Provider are 
downgraded below ^rtain thresholds specified in the Initial Investment Agreement, the Initial investment 
Agreement Provider Is required to perform one or more of toe following actions; (i) post coilaterai of the 
kind and in the amount and form to the satisfoctlon of the Rating Condition, or (li) transfer the toitiat 
Investment Agreement to an entity approved by the Coilaterai Manager and satisfying toe rating 
requirements (as specified In the Initial Investment Agreement). If within ten Business Days of a ratings 
event which it may remedy by (i) above or. within 30 days erf a ratings event which it may remedy by (ii) 
above, toe Initiai Investment Agreement Provider does not remedy the situation by satisfying the relevant 
requirements of one or more of clause (I) or (ii) above, then toe Initial Investment Agreement Provider will 
pay the entire balance of the Investment together with ail acoued, unpaid interest to the Trustee. Upon 
any sudi payment in foil, the Initiai investment Agreement shall terminate. 

Events of default under the Initial investment Agreement include a teilure by the Initial Investment 
Agreement Provider to make any payment when due pursuant to the Initial Investment Agreement, 
certein bankruptcy and insolvency events wth respect to the Initial Investment Agreement Provider, a 
failure by toe Initial investment Agreement Provider to perform, In any material respect, any of its other 
obligations under the Initial Investment Agreement which continues for at least ten Business Days after 
receipt erf notice toereof. 

Upon the occurrence of an event of default under toe Initial investment Agreement, the Trustee 
the issuer and toe Coitatofal Manager will have the right to declare the entire balance of the Investment 
and all acc^'ued and unpaid interest to be due and payable immediately and to withdraw sudi entire 
balance and unpaid Interest If. as a result of the occurrence of an event of defouit, the entire balance of 
the Investment and all unpaid interest are so withdrawn by the Trustee, the Initial Investment Agreement 
wilt be terminated on the date of sucto wlthdrawai. if an event of defoult occurs under the Initiai 
Investment <^reement and the Initial investment Agreement is terminated, any amounts withdrawn by toe 
Issuer in connection therewith may be reinvested In Eligible Investinents. 

if toere is a withdrawal of the funds, toen a breakage fee may be payable and the gross amount 
of interest or principal due may be paid net of the breakage fee. 
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The Inttla! Investment Aamement Provider . Ttje Initial Investment Agreement is being provided 
by { j or the "Initiai investment Agreement Provider"). Except for the Information contained under this 
subheading, the Initial Investtnent Agreement Provider has not been Involved in the preparation of. and 
do^ not accept responsibility for this Offering Circular. 

Q ('( D- 1 } consists of { ] and certain subsidiaries and. as of December 31 . 200{ }. pescription of 
Provider.) 
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The Interest Rate Swap Agreement 

After Closing Date, subject to satisfaction of the Rating Condition, die issuer rr»y enter Into 
an ISDA Master Agreement pursuant to which the Issuer will enter into an interest rate swap entered into 
In accordance with the Indenture (such interest rate swap, together with any replacement therefor or 
additional sv^p agreement entered into in accordance with the Indenture, the "interest Rate Swap 
Agreement") with Deutsche Bank AG or one of its Affiliates (together with its successors, the "Interest 
Rato Swap Counterparty"). The address of tiie interest Rate Swap Counterparty is ( ). Any interest 
Rate Swap Agreement will provide that the issuer will pay to the relevant interest Rate Swap 
Counterparty on each related Distribution Date interest at a fixed rate on a specified nc^ionai amount, in 
exchange for which the Interest Rate Swap Counterparty vnil pay to the Issuer interest on such notfonal 
amount at a rate equal to three-month LIBOR for the related calculation period. The Interest Rate Swap 
Counterparty wifi satisfy the ratings requirements specified by each of the Rating Agencies for the Interest 
Rate Svirep Counterparty. 

/Uiy Interest Rate Swap Agreement will provide that, for each Distribution Date prior to the 
termination of such interest Rate Swap Agreement, the Interest Rate Swap Counterparty will pay to the 
issuer a quarterly floating amount equal to toe product of. 

• the three-month LIBOR rate for toe relevant quarterly calculation period; 

• the specified hedge notional amount for the relevant quarterly calculation period; and 

• the quotient of the actual number of days in toat period divided by 360. 

In ex<toange for the floating amounts due from the Interest Rate Swap Counterparty, and subject 
to the payment netting provisions of the Interest Rate Swap Agreement, the Issuer will pay to the Interest 
Rate Swap Counterparty, for each Dtetribulion Date prior to toe termination of toe Interest Rate Swap 
Agreement, a quarterly fixed amount equal to toe product of: 

• flxed swap rate for the relevant quarterly calculation period; 

• the specified swap nottonai amount for the relevant quarterly calculation period; and 

• the quotient of 30 over 360, calculated quarterly, adjusted. 

/Miy Interest Rate Swap v^li expire after the Q Distribution Date. Pursuant to the Priority of 
Payments, sctoeduled payments required to be made by the Issuer under the Interest Rate Swap 
Agreement, together wito any termination payments payable by the Issuer other than by reason of an 
event of defauit with respect to toe Interest Rate Swap Counterparty or termination event where the 
Interest Rate Swap Counterparty is the "deteulting party" or toe sole "affected parly," will be payable 
pursuant to clause (3) under "Description of the Notes— Priority of Payments— Interest Proceeds" and, If 
Interest Proceeds are insuffident to pay such amounts in foil, from Principal Proceeds pursuant to clause 
(1) under "Description of the Notes — Priority of Payments — Principal Proceeds." The Interest Rate Swap 
Agreement wiB be ^verned by New York law. 

if toe interest Rate Swap Counterparty or its guarantor fails to maintain certain rating levels 
described in the Indenture and the Interest Rate Swap Agreement, such interest Rate Swap Counterparty 
may be required to post collateral or assign its rights and obligations under the Interest Rate Sv^p 
Agreement to a replacement Interest Rate Swap Counterparty and. If the Interest Rate Swap 
Counterparty does not take such action as required under toe Interest Rate Swap Agreement, the Issuer 
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will be permitted to terminate the Interest Rate S\A«p AgreemenL See “Risk Fat^ors-— Interest Rate Risk* 
for a discussion of (^rtain consideratbns with respect to the Inteiest Rate Swap >^reement. 

The Coilaterai Manager mil have a limited role In ccmne^n with decisions reladng to the Interest 
Rate Swap Agreement. Pursuant to the Indenture, the Issuer may not reduce the noSonai amount under 
the Interest Rate Swap Agreement. However, on any date (each such date, a "Coilaterid imbalance 
Date') CHI which the Net Outstanding Underlying Asset Balance \s less than the nodonai amount of the 
Interest Rate Swap Agreement, the Interest Rate Swap Counterparty to the Interest Rate Swap ^reement 
will designate an earty termination date wltti respect to the portion of the noUonal amount of eac^ hedging 
transaction so aftected; provided, however, that the Rating Ccmdidon must be satisfied with respect to any 
sudi early terminadr^ date, in addidon, the issuer may enter into a replacement interest Rate Swap 
Agreement u|Xhi termination of an interest Rate Swap Agreement or enter into additbnal Interest Rate 
Swap ^reements with the advice of the Collateral Manager only (a) if the Rating Condition is satisfied 
and (b) w^th respect to any additional Interest Rate Swap Agreement, the Interest Rate Swap 
Counterparty consents to sud> additional Interest Rate Svrap Agreement. 

The Interest Rate Swap Counterparty may terminate the Interest Rate Swap Agreement with the 
Issuer in limited cireumstances whether or not the Notes have been paid in full prior to such termlnatbn, 
including in the event of (a) a failure by the issuer to make, w^en due. any payment under the interest 
Rate Svrap Agreement within the applicable grace period; (b) certain events of bankruptcy, Insolvency, 
conservatorship, receivership or reorganization of the Issuer; (c) a change In law making it illegal for 
either the issuer or the Interest Rate Swap Counterparty to be a party to, or perficrm an obllgatbn under, 
the Interest Rate Swap Agreement; (d) an Event of Default under tee Indenture bibwed by a liquidation 
of Coliaterat on the Accelerated Maturity Date; and (e) tee occurrence of a Clean-up Cali Redemption, 
Optional Redemption, Tax Redemption, or Auction Call Redemption. With respect to sucte terminations, 
any amounts payable upon the terminatiw of the interest Rate Swap Agreement will be based upon 
standard repiacement transaction valuatbn methodology set forth in the 1992 ISDA Master Agreement 
published by iSOA. In addition, the Issuer wifi not agree, without satisfaction of the Rating Conditbn 
^ieiy v^te respect to Standard & Poor's, to any amendment, modification, or wraiver of any provision of 
the Interest Rate Swap Agreement. 

The obligations of the Issuer under the Interest Rate Swap Agreement are limited recourse 
obligations payable solely from the Collateral pursuant to the Priority of Payments. 

The Accounts 

Collection Accounts 

Ail distiibutbns on the Underlying Assets and any proceeds received from the Disposition of any 
such Underlying Assets, te the extent such dlstributbns or proceeds constitute Interest Proceeds and any 
amounts payable te the issuer by any interest Rate Swap Counterparty under the Interest Rate Swap 
Agreement (other than amounts received by tee Issuer by reason of an event of default or termination 
event thereunder) w^li be remitted to a single, segregated account established and maintained under the 
Indenture by the Trustee (the 'Interest Collection Account*)' All distributions on the Underling Assets 
and any proceeds received from the Olspositbn of any surte Underlying Assets to the extent such 
distributbns or proceeds constitute Prindpal Proceeds (unless simuitan^sty reinvested in Eligible 
Investments) will be remitted to a single, segregated account established and maintained under the 
Indenture by tee Trustee (the 'Principal Collection Account" and. together write the interest Collection 
Aconjnt. the 'Collection Accounts'). Amounts on credited to tee Principal Collection AoxHint shall be 
applied in accordance with tee Priority of Payments. The Coitectton Accounts shall be maintained for tee 
benefit of the Noteholders and amounts on deposit therein will be availabie, together vwte reinvestment 
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earnings thereon, for appiicatbn in the order of priority set forfo above under *Oescription of the Notes — 
Prtorlty of Payments.* 

Amounts received in the Collection Accounts during a Due Period wilt be invested in Eligible 
Invesbnents (as described below) wiUi stated maturities no later than the Business Day immediately 
preceding the next Distribution C^te. Ail such proceeds will be retained in the Collection Accounts unless 
used as ofoerwlse permitted under ttie indenture. 

"Eligibie Investments* include any Odiar-denominated investtnent ttiat is not a Prohibited Asset 
and is one or more of the follovy^ng (and may include investtnents for which the Trustee and/or its affiliates 
provides services): 

(a) cash; 

(b) direct Registered obligations of, and Registered obligations the timely payment of 
principal and interest on which is fully and expressly guaranteed by, the United States or 
any agency or instrumentality of the United States the obligations of which are expressly 
backed by the foil foith and credit of the United States; 

(c) demand and time deposits in. certificates of deposit of, bankers’ acceptances payable 
within 183 days of issuance Issued by, or Federal fonds sold by any depository institution 
or trust company incorporated under the laws of foe United States or any state foereof 
and subject to supervision and examination by Federal and/or state banking authorities 
so long as the commercial paper and/or foe debt obligations of such depository institution 
or trust company (or, in foe case of foe principal depository Institution in a holding 
company system, the commercial paper or debt obligations of such holding company) at 
the time of such Investment or contractual commitment providing for such Investment 
have a credit rating of not less than 'Aa2" by Moody’s, and if so rated, such rating is not 
on watch for downgrade by Moody's. ■AA+* by Standard & Poor's and *AA+“ by Rtch 
Ratings ("Fitch") (tf rated by Fitch) In the case of long-term debt obligations, or *P 1" by 
Moody's, and If so rated, such rating is not on watch for downgrade by Moody's, "A It* 
by Standard & Poor's and 'Fit* by Fitch (if rated by Fitch) in the case of commercial 
paper and short-term debt obligations; provided that (i) In each case, the issuer thereof 
must have at the time of such investment or contractual commitment providing for such 
investment a long-term credit rating of not less than *Aa2" by Moody's, and if so rated, 
such rating is not on watch for downgrade by Moody's, and "AA+" by Fitch (if rated by 
Fitch) and (ii) in the case of commercial paper and short-term debt obligations wlfo a 
mafoilty of longer than 91 days, foe issuer foereof must also have at foe time of such 
investment or contractual commllmenl providing for such Investment a tong-term credit 
rating of n<^ less than •AA+" by Standard & Poor's and "AAi-" by Fitch (if rated by Fitch); 

(d) unleveraged repurchase obligations (If treated as debt for tax purposes by the issuer) 

respect to (i) any security described In clause (b) above or (ii) any other Registered 
seoirity Issued or guaranteed by an agency or instrumentality of the United States (in 
each case vt^thout regard to the stated maturity of such security), in either case entered 
into wlfo a U.S. Federal or state depository institution or trust company (acting as 
principal) described in dause (c) above or entered into with a corporation (acting as 
principal) Nsfoose long-term rating at the time of such Investment (x contractual 
commitment proNriding for such investtnent is ncA less than •Aa2* by Mood/s, and If so 
rated, such rating Is not on watch for downgrade by Moody's, "AAi** by Standard & Poor’s 
and "AA+" by Fitch (tf rated by Fitch) or whose short-term credit rating at the time of such 
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Investment or contractual commitment providing for such investment is "P 1" by Moody’s, 
and if so rated, such rating is not on watch for downgrade by Moody's, ‘A l-t-* by 
Standard & Poor's and "Fi-t" by Fitch {If rated by Fiteh) at die time such investment ot 
( xmtractuai commitment providing for such Investment; provided that {1} in eadi case, the 
issuer thereof must have at the time of such Investment or contractuai commitment 
providing for such investment a long-term credit rating of not less than ■Aa2" by Mood/s, 
and rf so rated, such rating is not on watch for downgrade by Moody's, and ’AA-t-” by 
Fitdi (if rated by Fitdi) and (il) If such security has a maturity erf longer than 91 days, the 
issuer teereof must also have at the time of such investment or contractuai commiteient 
providing for such investment a long-term credit rating of not less than "AA-r-'* by Standard 
& Poor's and n«rf less than •AA+“ by Fitch (If rated by Fitch); 

(e) Registered debt securities bearing interest or sold at a discount Issued by any 
oiiporation incorporated under the taws of the United States or any state thereof that 
have a credit rating at the time of such investment or contractual commitment providing 
for such investment of not less than ''Aa2* by Mood/s, and if so rated, such rating is not 
on watch for downgrade by Mood/s. "AA" by Standard & Poor’s and •AA+'‘ by Fitch (If 
rated by Fitch); 

(f) commercial paper or other short-term obligations with a maturity of not more ttian 183 
days from the date of issuance and having at the time of such investment or contractual 
commitment providing for such investment a credit rating of "A 1-t’* by Standard & Poor's 
and 'FH* by Fitch (if rated by Fitch); provided that (i) in each case, the issuer thereof 
must have at the time of such investment or contractuai commitment providing for such 
investment a long-term credit rating of not less than 'Aa^* by Mood/s, and if so rated, 
such rating is not on \ratch for downgrade by Mood/s, and ’’AA-i'" by Fitch (if rated by 
Fitch) and (ii) if such security has a maturity of longer than 91 days, the issuer thereof 
must also have at the time of such inveshnent or contractual commitment providing for 
such Investment a long-term credit rating of not less than “AA* by Standard & Poor’s and 
not less than "AA+" by Fitch (if rated by Fitch); 

(g) reinvestment agreements Issued by any bank (if treated as a deposit by such bank), or a 
Registered reinvestment agreement issued by any insurance company or other 
cor^ration or entity organized under the laws of the United Stales or any state thereof (if 
treated as debt for tax purposes by the Issuer), In each case, that has a credit rating of 
not less than “P-l " by Moody's, and If so rated, such rating is not on watch for downgrade 
by Moody's, “A-1+* by Standard & Poor’s and “F1+" by Fitch (if rated by Fitch); provided 
that (I) In ea<* case, the Issuer thereof must have at the time of such investment a tong- 
term credit ratir^ of not less than "Aa2“ by Mood/s, and if so rated, such rating is not on 
watch for downgrade by Mood/s, and “AA+" by Fitch (if rated by Fitch) and (ii) if such 
STOurity has a maturity of longer than 91 days, the Issuer thereof must also have at the 
time of such investment a long-term credit rating of not less than “AA" by Standard & 
Ffooris and not less than "AA+“ by Fitch (if rated by Fitch); 

(h) any money market fund or similar investment vehicle having at the time of invesbnent 
therein the highest credit rating assigned by each <rf the Rating Agencies; provided that 

(i) such fund or vehicle Is fomied outside the United States and is not engaged in a 
United States bade or business, (ii) no income to be received from such fund or vehide is 
or wll be subject to deduction or wlthhoWtog for or on account of any withholding or 
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Similar tax. and (ill) die ownership of an interest in such fund or vehicle wlH not subject the 
Issuer to net inoime tax in any jurisdic^on; 

(1) any guaranteed investment contract, asset swap, funding agreement, investment 
agreement other simHar agreement horn, or a note or a certificate backed by any 
guaranteed investment (x>ntract. binding agreement, investment agreement or other 
similar agreement from, a bank, Insurance company or other corporation or entity and 
has a long^eim unsecured obiigatlon rating of at least *AA-” by Standard & Poor's and at 
least *Aa3' by Moody's; and 

0) any other seojrity the acquisition of which satisfies the Rating Conditbn and the 
ovmership of v^ich will n^ subject the Issuer to income tax on a net in(x>me basis for 
U.S. fed^i income tax purposes; 

and, in eac^ case (other than clause (a) or (i) or (J)), with a stated maturity (giving effect to any appiicabie 
grace perbd) no later than the Business Day immediately preceding the Distribution Date Immediately 
followng the Due Perbd In v^lch the date of investment otxxjrs; provided that Eilgibie investments may 
not indude (i) any security that does not provide for the repayment of a stated fixed amount of principal in 
one or more installments, any interest-only security, any security purchased at a price in excess of 100% 
of the par value thereof or any security whose repayment is subject to substantial non-credit related risk 
as deteimined in the reasonable business judgment of the Collateral Manager, (li) any Floating Rate 
Seoirity whose Interest rate is Inversely or otherwise not proportionately related to an Interest rate index 
or is calculated as other than the sum of an interest rate index plus a spread, (ill) any security subject to 
withholding tax in any jurlsdictbn or (iv) any security that is subject to an Offer and has not been called for 
redemptbn. Notwitfistanding the foregoing. Eligible Investments will not Include PiK Bonds, CMBS 
Securities, RMBS Securities, margin stock, securities that do not provide for the periodic payment of 
Interest or which are zero coupon bonds and any security widi a rating from Standard & Poor's which 
inclydes the subscript “p," "pi,' fo.* V or T, The Trustee or its Affiliates are permitted to receive 
additional compensatbn that could be deemed to be In the Trustee's economic self-interest for (x) serving 
as investment advisor, administrator, shareholder, servicing agent, custodian or sub-custodian wth 
respect to certain of the Eligible Investments, (y) using Affiliates to effect transactions in certain Eligible 
investments and (z) effecfing dansactions in certain Eligible Investments; provided, however, that such 
compensation shall not be an amount that is reimbursable or payable by the issuer or otherwise pursuant 
to Uie Indenforo. For the avoidance of doubt, an Eligible Investment is not an Underlying Asset. 

Payment Acaiunt 

On or prbr to the Business Day prior to each Distribution Date, the Trustee will deposit into a 
single, segregated account established and maintained by the Trustee under the Indenture (the 
'Payment Account”) fcx* the benefit of the Secured Parties ail funds in the Collection Accounts (other 
than amounts received after the end of the Due Period with respect to such Distribution Date) required for 
payments to Noteholders and payments of fees and expenses in accordance with the priority described 
under 'Descrfptton of the Notes — Prtority of Paymente." In addition, any Uninvested Proceeds on deposit 
in the Uninvested Pioceeds Acttount on the Determtnadon Date preceding the First Distribution Date will 
be transfen^d to the Payment Account and treated as Prindpal Proceeds on the First Distribution Date 
and distributed in accordance with the Priority of Payments. 

Expense Account 

On the Closing Date, after payment of the organizational and structuring fees and expenses of 
the Issuers (Including, without limitation, the legal fees and expenses of counsel to die issuers, the initial 
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Purchaser and ttte Collateral Manager) and the exposes of offering the Notes, at feast U.S.$ ( ] from the 
proceeds of the offering of ttte Notes will be deposited by the Trustee Into a single, segregated account 
estabiished and mainlined by the Trustee under tine indenture (the "Expense Account"). Ail funds on 
deposit in the Expense Account will be invested in Eligible Investments. Amounts standing to Uie credit of 
the Expense Account may be used to pay administrative expenses (Including indemnities) and 
organizadon fees of the issuera on any day other than a Oistribudon Date (other dian fees of the Trustee, 
but including other amounts payable by the Issuer to the Collateral Manager under the Management 
Agreement or the Indenture). Amounts cradited to the Expense Account will be (a) applied on or prior to 
the Det^miination Date preceding die Rrst Distributton Date to pay amounts due in connection with the 
offering of die Notes and Preference Shares and (b) on the First Distribution Date, to the extent that die 
balance of the Expense Account exceeds U.S.$ ( ] on the related Determination Date, transferred to the 
Payment Arxount and applied as Interest Proceeds. After the Closing Date, addiUonal amounts may be 
credited to die Expense Account on any Distribution Date as described under "Description of the Notes — 
Priority of Payments." 

Uninvested Proceeds Account 

On the Closing Date, the Trustee wtli deposit the net proceeds (If any) from the issuance and sale 
of the Notes and Preference Shares plus any principal coliecdons on the Underlying Assets received on 
or prior to die Closing Date that, on the Ctosing Date, are not Invested In Underlying Assets, not 
deposRed In the Collectton Accounts and not deposited in the Expense Account into a single, segregated 
account established and maintained by the Trustee under the Indenture (the "Uninvested Proceeds 
Account"). At the direction of the Cdlateraf Manager, amounts (if any) standing to the credit of the 
Uninvested Proceeds Account will be used to acquire Underlying Assets and Eligibie investments, which 
Eligible investments shall be in overnight deposits. Invesdnent earnings on Eligible Investments in the 
Uninirested Proceeds Account will be transferred to the Interest C(^lecdon Account and treated as 
Interest Proceeds on the First Distribution Date. In addition, any Uninvested Proceeds on deposit in the 
Uninvested Proceeds Account on the Determination Date preceding the First Distribution Date will be 
transferred to the Payment Account and treated as Principal Proceeds on the First Distribution Date and 
distributed in accordance with the Priority of Payments. 

Disposlbon Proceeds Account 

All Dispositbn Proceeds will be deposited Into a single, segregated account established and 
maintained by the Tnjstee under the Indenture (the "Disposition Proceeds Account") and (i) either used 
to purchase one Cff rm^re Underlying Assets within (180] days ftom the date of deposit into the Disposition 
Proceeds Account or (H) after (180) days from the date of d^>oslt into the Disposition Proceeds Account, 
if not used to purchase Underlying Assets, transferred to the Principal Collection Account and designated 
as Principa! Proceeds and on the following Distribution Cfete distributed in accordance with the Priority of 
Payments. In no event shall Disposition Proceeds be designated as Interest Proceeds. 

Preference Share Payment Account 

On each Distribution Date, me Trustee, in accordance with the Priority of Payments, will transfer 
to me Preference Share Paying Agent me amounts (if any) for deposit to a segregated account (me 
"Reference Share Parent Accounr) estabiished and maintained by me Preference Share Paying 
Agent pursuant to me Preference Share Paying Agency ^reement. The Preference Share Payment 
Account and any sums stending to me credit thereof shall not form part of the Coiiateral. 
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Synthetic Security Cotlateral Account 

The Tnistee will establish a segregated trust acccMint (the 'Synthetic Security Cotiaterat 
Account'), that vi4li be maintained by die Trustee as entitlement holder In respect of each Synthetic 
Security Counterparty and over which the Trustee wii have exclusive control and the sole right of 
wtthdraviral in accordance wth die Synthetic Securities and the indenture. As directed by die Collateral 
Manager, the Trustee wiii, on the Closing Date, deposit into the reievant Synthetic Security Collateral 
AcrxHint ail cash and Eligible Investment that are required to secure the obiigatbns of die Issuer in 
accOTdance vi^th the terms of the Synthetic Securities and the Oftetting Transactions. The Synthetic 
Security Collateral Account shall remain at ad times with a dnanctai institution having a long-term debt 
rating of at least by Standard & Poor's, at feast ’Baa1“ by Mood/s, and at least 'BBB+“ by Fitch 

and a combined capital and surplus in excess of $Q. 

As directed by the Collateral Manager In writing, cash on deposit in any Synthetic Security 
Collateral Account will be Invested in Eligible investments, interest payment on Eligible Investments 
credtted to any Synthetic Security Collateral Account will be applied, as directed by the Cotlateral 
Manager, to the payment of any periodic amounts owed by the Issuer to the related Synthetic Security 
Counterparty or Glutting Transaction Counterparty on the date any such amounts are due. After 
application of any such amounts, any remaining interest paym^ts then contained in the related Synthetic 
Security Collateral Account will be withdrawn from such account and deposited in the Collection Account 
for distribution as interest Proceeds. Cash and Eligible Investments on deposit in any Synthetic Security 
Collateral Account v^ii be Included in the Collateral to the extent provided under "Security br the Notes — 
Generai* herein, vnll not be avarlabte to make payments under tiie Notes and shall not be considered to 
be an asset of the Issuer fbr purposes of any of the Collateral Quality Tests or the Coverage Tests, but 
the Synthetic Securities that relate to the Synthetic Security Collateral Account shall be considered an 
asset of the issuer. 

In the event a Synthetic Security or Offeetting Transaction is terminated priw to Its scheduled 
maturity, the Collateral Manager on behalf of the issuer shall cause such portion of the collateral In the 
related Synthetic Security Collateraf Account that (subject to the Allocation Procedures) Is available for 
making partial or full termination payment owed, if any, to the related Synthetic Security Counterparty or 
Offeetting Transaction Counterparty to be delivered to such Synthetic Security Counterparty or Offsetting 
Transaction Counterparty, and the remaining collateral for such terminated Synthetic Security or 
Offeetting Transaction in the reiated Synthetic Security Collateral Account (to the extent not required to be 
pledged to the related Synthetic Security Counterparty or Offsetting Transaction Counterparty) shall be 
released from the lien of the reiated Syntiietlc Security Counterparty and the Offsetting Transaction 
Counterparty and granted to the Trustee free of such lien. Any cash received upon the maturity or 
liquidation of any such cotlateral in the related Synthetic Security Collateral Account released from tiie 
lien of the reievant Synthetic Secnjrity Ccwnterparty and the Offeetting Transaction Counterparty shall be 
credited to the Disposition PrcKaeds Account or deemed to be Principal Proceeds and credited to the 
Principal Collecton Account. 

Upon the occurrence of a "credit event" under a Synthetic Security, at the direction of the 
Coiiateral Manager, the reiated coiiateral in .the related Synthetic Security Collateral Ai^unt wili be 
delivered to the related Synthetic Security Counterparty, to the extent required, upon delivery of a 
Delivered Obiigation. In the event a "credit event* has occurred and the Issuer is required to liquidate 
such coiiateral in the reiated Synthetic Security Cotlateral Account and deliver cash to the relevant 
Synthetic Security Counterparty, ttie Issuer \^l! bear any maricet risk on the liquidation of the collateral in 
such Synthetic Security Ck^lateral Account. 


146 


PSI-M&T_Bank-02-0167 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01116 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1113 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1865 


Ajmounts COTtained In any Synthetic Security Collateral AcccHint shall be wididravim by the 
Trustee and applied toward the payment of any amounts payable by the Issuer to Uie related Synthetic 
Seoirity Counterparty or Oflaettlng Transactton Counterparty in accordance wift ttie terms of the 
indenture and the related Synthetic Security or Offsetting Transactton, as directed by the Cdiaterai 
Manager in wriring. Any Excess Ctoliaterai Account Amount shall be vrithdrawn horn any Synthetic 
Security Collaterai Account and deposited in the Principal Collection Account or Disposition Proceeds 
Account tor appiicaticm In accordance with the terms of the Indenture; provided that to the extent ttiat any 
suc^ witiidrewat from su<^ SynUiebc Security Collateral Account would require a withdrawal horn the 
Initial investment Agr^ment, such virithdrawal may only be made In accordance with the terms of the 
Initial investment Agreement. “Excess Collateral Account Amount* means the excess of (i) die related 
Synthetic Searrity Coliateral Amount over fil) the sum of (A) the related Required Synthetic Security 
Collateral Amount and (B) the absolute value of the net toss on the relevant Offset Transactions. 

Synthetic Secutitv Issuer Accounts 

If and to the extent that any Synthetic Security requires a Synthetic Security Counterparty to 
secure Its obligations with respect to such Synthetic Security, the Trustee will establish a segregated trust 
account, held In the name of the Trustee (each such account, a "Synthetic Security Issuer Account”). 
The Trustee shall deposit Into each Synthetic Security Issuer Account all amounts that are required to 
secure the cAligattons of the Synthetic Security Counterparty In accordance with the teims of such 
Synthetic Security. Except for Investment earnings, a Synthetic Security Counterparty shall not have any 
i^al, equitable or beneficial interest In any Synthetic Security Issuer Account other than In accordance 
with the indenture, the applicable Synthetic Security and applicable taw. The Synthetic Security Issuer 
Accounts shall remain at all times witii a financial institution having a long-term debt rating of at least 
"BBB+" by Standard & Poor's, at least *Baa1" by Moody’s, and at least "868+* by Fitch and a combined 
capital and surplus in excess of SQ. 

As directed by the Collateral Manager In writing and In accordance with the applicable Synthetic 
Security, cash on deposit In a Synthetic Security Issuer Account on behalf of the Issuer shall be Invested 
In Eligible investments. Income received on amounts on deposit in the Synthetic Security Issuer Account, 
may be withdrawn from such account and paid to the related Synthetic Security Counterparty in 
accordance with the applicable Synthetic Security. 

Cash and Eligible Investments on deposit in each S^lhetic Security Issuer Account not be 
included in the Collateral and wiil not be available to make payments under the Notes other than as 
required under the related Synthetic Security. Amounts contained in any Synthetic Security Issuer 
Account shall not be considered to be an asset of the Issuer tor purposes of any of the Collaterel Quality 
Tests or the Coverage Tests, but the S^thetic Security or Synthetic Securities that relate to such 
Synthetic Security issuer Account shall be so considered an asset of the issuer. 

With respect to any obligation by the Synthetic Security Counterparty tor payment under any 
Synthetic Security, amounts contained in the related Synthetic Security Issuer Account shall, as directed 
by the Collateral Manager In vwiting, be withdrawn by toe Trustee and applied to the payment of such 
obligation payable by the related Synthetic Security Counterparty to the Issuer. Any excess amounts held 
In a Synthetic Security Issuer Account after payment of aR amounts owing from the related Synthetic 
Security Counterparty to toe Issuer shall be withdrawn from such Synthetic Security Issuer Account and 
paid to the related Synthetic Security Counterparty In accordance with the applicable Synthetic Security. 
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THE ISSUERS 


Gerterai 

The Issuer was incorporated as an exempted company with limited liability and registered on Q, 
2006 in the Cayman islands with registered number Q, is in good standing under the lawe of the Cayman 
islands and has an indefinite existence. The Issuer has been established as a special purpose vehicle lor 
the purpose Issuing the Notes. The registered office erf the issuer is at the offices of Maples Finance 
Limited, P.O. Box 1093GT, Queensgate House, South Church Street, George Tewn, Grand Cayman, 
Cayman Islands. The Issuer’s tetephone number is +1(345) 945-7100. The Issuer has no prior operating 
experience other than in connection vidth tiie acquisition of certain Underlying Assets prior to the issuance 
of Qie Notes and the Preference Shares and the engagement of the Collateral Manager and the enta’ing 
into of arrangements with respect tiiereto. and the Issuer vni! not have any substantial assets other than 
the Coilaterai pledged to secure, among other things, the Notes and the Issuer’s obligations to the 
Trustee, tiie Coilaterai Manager, any interest Rate Swap Counterparty, ttie Offsetting Transaction 
Counterparty and the Syntiietic Security Counterparty. Clause 3 of the issuer Charter sets out the 
objecte of the Issuer, which include the business to be carried out by the Issuer in connection with the 
Notes. As at the Closing Date, the entire authorized shares of the Issuer will consist of (a) [250] ordinary 
shares, par value U.S.$1.00 each (ait of which will be Issued and held in trust for charitable purposes by 
Maples Finance Limited, a licensed trust company Incorporated in the Cayman Islands (in such capacity, 
the "Share Trustee"), under the terms of a declaration of trust) and (b) Q Preference Shares, par value 
U.S.$0.01 , all of v^ich will be issued at a liquidation preference of U.S.SI ,000 each. 

The Co-Issuer was incorporated on March [ ), 2(X>7 under the law of the State of Delaware with 
an organizational number [ ] and Its registered office is c/o Donald PugItsI, 850 Library Avenue, Suite 204, 
Newark, Delaware 19711. The sole director and officer of the Co-Issuer is Donald Puglisi, and he may be 
contacted at the principal office of the Co-Issuer listed on the last page of this Offering Circular. The Co- 
Issuer's telephone number Is +1(302) 738-B680. The Co-Issuer has no prior operating experience. The 
Co-issuer has been established as a special purpose vehicle for the purpose of Issuing the Notes. It will 
not have any assets (other than its U.S.SI ,000 of share capital owned by the issuer) and win not pledge 
any assets to secure the Notes. The third clause of the Co-Issuer’s certificate of incorporation sets out 
the objects of the Co-Issuer, which include the business te be carried out by the Co-Issuer in connection 
wi^ the Notes. The Co-issuer will not have any Interest in tiie Underlying Assets or other assets held by 
the issuer. 

The Notes are obi^ations only of tite Issuers, and none of the Notes are obiigatbns of the 
Trustee, the Share Trustee, the Administrator, the Coilaterai Manager, the Initial Purchaser or its affiliates 
or any directors or officers of the Issuers. 

Maples Finance LimKed will act as the administrator (in such capacity, the "Administrator”) and 
the Share Registrar of ffie Issuer. The office of the Administrator witi serve as the general business office 
of the Issuer. Thiough this office and pursuant to the terms of an agreement by and between tiie 
Administrator and the Issuer (the "Administration Agreement”), the Administrator will perform various 
management functions on behalf of the issuer, including the provision of certain ciericai, administrative 
and other services until termination of.the Administration Agreement. In consideration of the fi>regoing, 
the Admmistrator will receive various fees and other charges- payable by the Issuer at rates provided for in 
the Administi'ation Agreement and will be reimbursed ^ expenses and the Issuer will provide certain 
indemnities to the Administrator in connection with its performance of such services. 
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The Administrator will be subject to the overview ^ the Board of Directors of the Issuer. The 
directors of the issuer are Wendy Ebans and Carlos Farjallah, each of v^om is a director or officer and 
an employee of the Administrator and each of wrtiose offices are at P.O. Box 1984 GT, Elizabetoan 
Square, George Town, Grand Cayman, Cayman islands. The Administration Agreement may be 
terminated by the issuer or the Administrator upon 14 days’ notice following the cxtourrence of certain 
events. In addition, the Administration Agreement may be terminated upon three months' notice {subject 
to the appointment of a replacement administrator). 

The Administrator's principal office Is at P.O. Box 1093GT, Queensgate House, South Church 
Street, George Town, Grand Cayman, Cayman Islands. 

Capitalization and tnd^tedness of the Issuer and the Co>issuer 

The Initial capitalizatton and indebtedness of the issuer as of the Closing Date, after giving effect 
to the issuance of Hie N(^es, the Preference Shares and the ordinary shares of the Issuer but before 
deducdng expenses of ttie offering of the Notes and of the placement of the Preference Shares and 
oiganizationai expenses of the issuers, is expected to be as foltows: 


Class A-1 Notes 

U.S.$[ 1 

Class A-2 Notes 

U,s.$l 1 

Class 6 Notes 

U.S.$[) 

Class C Notes 

U.s.$l ) 

Class 0 Notes 

U,s.$[l 

Class E Notes 

U.S.$|) 

Total Debt 

u,s.$D 

Ordinary Shares 

1250) 

Preference Shares 

U.S.$D,000 

Total Equity 

U,S.$D,250 

Total Capitalization 

U.S.$D 


As of the Closing Date and after giving effect to ttie Issuance of the Preference Shares, the 
Issued share capita! of the Issuer will be [250] ordinary shares, par value U.S.$1.00 per share, and 1 1 
Preference Shares, par value U.S.SO.OI per share and with a liquidation preference U.S. $1,000 per 
share. 

The issuer will not have any material assets other Oian the Collateral. 

The Co-Issuer will be capltaltzed only to the extent of its U.S.$[250] of share capital, will have no 
assets other than its share capital and will have no debt other than as Co-Issuer of the Notes. As of the 
Closing Date and after giving effect to the issuance of the Co-Issuer’s shares,, the auftioiized and issued 
share capital of the Co-Issuer will be [250] shares of common stock, par value U,S.$1.00 per share. 
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Business 

The indenture and ttte issuer Charter provide tttat the activities of the Issuer are limited to (a) 
investment and reinvestment in Underlying ^sets and Eligible Investments, (b) the entering into, and the 
performance its obligations under, the Indenture, any Interest Rate Swap Agreement, the Offset 
Transacttons, the Offsetting Transactions, the Synthetic Securities, any Investinent Agreement, the 
Management Agreement, the Collateral Administration Agreement, the Administration Agreement, tiie 
Note Purchase ^reement, the Subscription Agreements and the Preference Share Paying ^ency 
Agreement, (c) the issuance and sale of the Notes and Praference Shares, (d) the pledge of the 
Collateral as security its obligations in respect of the Notes and its obligations to the other Secured 
Parties, (e) ownership of the Co-Issuer and (f) other activities Incidental to the foregoing. The Issuer has 
no employees and no subsidiaries otiier than the Co-issuer. The Co-issuer will not undertake any 
business other than the Issuance of the Notes. 

The issuer is not required by Cayman Islands law, and the Issuer does not intend, to publish 
annual reporte and accounts. The Cc^lssuer is not required by Delaware law, and the CcMssuer does not 
Intend, to publish annual reports and accounts. The Indenture, however, requires the Issuer to provide 
the Trustee, on an annua! basis, with a certificate reviewing the activities of the issuer and of the issuer's 
performance during the preceding year and stating that, to the best of the certifying officer's knowledge, 
the Issuer has folffiled all of its obligations under the Indenture or, If toere has been a default, speclf^ng 
sudi default, the nature and status thereof and any actions undertaken to remedy such defoult. 


150 


PSI-M&T_Bank-02-0171 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 Frm 01120 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1117 


Footnote Exhibits - Page 1869 


THE COLLATERAL MANAGER 

The information appearing in this section (other than the informatton cx^ntained under the heading 
"Geneml*) has been prepared by the Collateral Manager and has not been Independently verihed by the 
Issuers or the initial Purchaser. Neither the Issuers nor the initial Purchaser assumes any responsibility 
for the accuracy, rompleteness or applicability of such information. AcTOrdingly. the Collateral Manager 
assumes responsibility for the accuracy, completeness or applicability of such information. 

General 

Certain administrative and advisory funtiions with respect to the Coliateral will be peifomied by 
the Collateral Manager under the Management Agreement to be entered info between the issuer and the 
Cc^latemi Manager (the "Management Agreement"). The Collateral Manager will, pursuant to the terms 
of foe Management Agreement, select, monitor and provide the issuer with certain information relating to. 
the portfolio of Underlying Assets, may act as foe Auction Agent, direct the Disposition certain Underling 
Assets, inciudfog any Credit Risk Asset, Credit Improved Asset, Defaulted Asset. Withholding Security 
Equity Security, or instruct the Trustee with respect to the purchase of Underlying Assets and investment 
in Eligible investments as further set forth herein. 

Additionally, during the Reinvestment Period, the Coliateral Manager is permitted to Dispose of 
any Underlying Asset foat Is Investment Grade other than an Equity Security, Credit Risk Asset, 
Defaulted Asset, Withholding Security or Credit-Improved Asset; provided that, for any given calendar 
year, the aggregate principal balance of any such Underlying Assets Disposed of does not exceed 20% of 
the aggregate principal balance of all Underlying Assets. 

Ail acquisitions and Dispositions of Eligible Investmeiits and Underiying Assets, and all 
Dispositions ^ Equity Securities, by foe Collateral Manager on behalf of the Issuer shall be conducted in 
compliance with all applicable taws. The Collateral Manager shall cause any acquisition or Disposition of 
any Underiying Asset or Eligible Investment, and the sale of any Equity Security, to be conducted on an 
arm’s-length basis or as provided in foe Indenture with respect to a redemption of the Notes and/or 
Preference Shares. 

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may 
acquire some or all of the Class E Notes on the Closing Date. In addition, the Management Agreement 
will provide that the Collateral Manager shall notify the Trustee or foe Preference Share Paying Agent, as 
applicable, upcm the sale or transfer by foe Collateral Manager of any Preference Shares to a person that 
is not an Affiliate of the Collateral Manager, and the Trustee shall deliver notice of such transfer to the 
holders of foe Notes (to the extent such Notes remain outstanding). The Coliateral Manager and its 
Affiliates may at times own Notes. At any given time, the Collateral Manager and its Affiliates will not be 
entitled to vote the Cotlaterai Manager Securities with respect to any assignment or termination of any of 
the express r^hts or obligations of the Collateral Manager under the Management Agreement or foe 
Indenture (including foe exercise of any rights to remove foe Collateral Manager or terminate the 
Management Agreement), or any amendment or other modification of the Management /^^reement or foe 
Indenture increasing the righte or decreasing foe obligations of the Collateral Manager. However, at any 
given time the Collateral Manager and its Affiliates will be entitled to vote foe Notes and Preference 
Shares held by them with respect to ail ofoer matters. See "Risk Factors— Certain Conflicts of Interest." 
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HBK tnvesUnents L.P. 

HBK investments L.P., a Delaware limited partnership (together with its affiliated subadvisois and 
their respective successors, will act as Coflaterat Manager to die issuer (in such capacity, the 

"Coiiaterai Manager^). Collateral management services for ttie Issuer will be perfcH'med by varbus 
affiliated subadvisors of HBK Investments LP., which are under comnron control with HBK Investments 
L.P. The headquarters of HBK are located at 300 Crescent Court, Suite 700, Dallas. Texas 75201. 

HBK was founded in 1991. HBK Is managed by thirteen managing directors and has offices in 
Dallas, New York, London, Hong Kong and Tokyo. HBK Is an investment management firm that, as of 
December 31 , 2006, had approximately $ 1 2 billion in capita! under management. 

From time to time, HBK has responded to various requests for information from governmental 
and regulatory bodies. Including routine Inspections and examinattons, as well as enforcement inquiries 
and investigations. HBK has provided information to the SEC related to private invesbnents in public 
equity and similar transactions and related trading 8cti>rity. These transactions represent a small portion 
of HBK’s overall business and are unrelated to its activities as Collateral Manager. HBK is listed, along 
with several other entities, in an SEC formal order of investigation related to these matters, and relevant 
personnel of HBK have given testimony. HBK believes ttie investigation is focused on insider trading 
issues related to trading before the public announcement of certain transactions and is one of many such 
Investigations or inquiries directed toward numerous market participants, Including brokerage firms, other 
intermediaries and investors. Based on interactions to date witii the SEC staff and the limited scope of 
HBK's actMties in this area, HBK does not believe the investigatton will result in a materia) effect on HBK 
or have any financial effect on the Issuer or any of the private Investment funds that HBK manages. 

Biographies 

Set forth below is information regarding certain persons who are currently employed by the 
Coiiaterai Manager, although such persons may not necessarily continue to be so employed during the 
entire term of the Management Agreement and/or may not rrontinue to perform services for the Collateral 
Manager under tiie Management Agreement. 

Jamiet Akhtar. Managing Director 

Mr. Akhtar has been associated with HBK since 1993 and Is a Managing Director of HBK. Mr. 
Akhtar is primarily responsible for HBK's developed markets fixed income arbitrage portfolio, which 
includes investments in government and agency bonds, futures, interest rate derivatives, and mortgage 
and asset-backed securities. He received an A.B. degree cum laude in Economics in 1993 from Harvard 
College. 


Kevin Jenks. Senior Portfolio Manager 

Mr. Jenks has been associated with HBK since 2002 and is the firm's senior portfolio manager for 
the ABS, MBS and CMBS sectors. From 2000 to 2002, Mr. Jenks was a senior portfi^b manager at 
VanderPilt Capkai Advbors, LlC specializing in the structured product fixed income maricet vAth a focus 
on structured credit securities. He sms a senior member of a five person team responsible for managing 
over $6 billicxi in Institutional fixed Income frortfolbs for clients. From 1997 to 2000, Mr. Jenks vwis a 
portfoib manager with Prime Advisors, where he was responsible for the trading, investment strategy and 
management of a $3 biiticm plus fixed income portfolio consisting of total refom funds and insurance 
company portfolios, in addition, he was also the firm's se^r manager for structured product securities. 
Prior to 1997, Mr. Jenks held v^rtous trading, analyst and portfoib management positions at Bank 
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Boston, The Boston Company Management and Fidelity investments. Mr. Jenks received a B.S. 
degree in Finance in 1 992 hnm the University of Massachusetts. 

Jason Lowry. Assistant Trader/Analvst 

Mr. Lowry is an assistant trader/anaiyst with HBK. Jason oversees system analytics and 
surveillance. Prior to joining HBK Mr. Lowry was a quantitative analyst with Freddie Mac in fixed income 
research. Mr. Lowy received a B.S. d^ree in Physics from Carnegie Mellon in 2001 . 

Marco Lukesch 

Mr. Lukesch Is an analyst vritii HBK. Marco's primary responsibilities include surveillanoe and 
collateral anai^ls on new bedes and existing positions. Prk^* to Joining HBK Mr. Lukesch was a 
consuitent with Oliver, W^nan & Co, a strategy consultir^ firm devoted to the financial services industry. 
Mr. Lukesch graduated magna cum laude horn the University of Pennsyl\ania in 2001 receiving a B.S. 
from tfie Wharton School and a B.A. from the college. 

Kimberlee K. Rozman. Associate General Counsel 

Ms. Rozman has been associated with HBK since 1999 and Is Associate General Counsel of 
HBK. Ms. Rozman is responsible for a range of HBK’s legal matters. Prior to joining HBK Ms. Rozman 
was associated v^th Jackson & Walker L.L.P. Ms. Rozman received a J.D. degree summa cum taude 
from Dickinson LawSchod in 1990. 

Gavla Utlev. Director of Operations 

Ms. Utley has been associated with HBK since 1996 and Is responsible for global trading 
operations. Ms. Utley graduated from Texas A&M University In 1996 with a B.S, in Accounting. 

Ql Wano 

Ms. Wang has been associated with HBK since 1998 and Is primarily responsible for the US fixed 
income arbitrage book. Fiom 1996 to 1998, she worked on the US government sales desk at Lehman 
Brothers. She graduated magna cum laude from Yale University in 1995 with degrees in molecular 
btophystcs & biochemistry and economics. 

Brea Orr, CFA 

Mr. On- has been with HBK since 1997 and is responsible for financing ai! of HBK's government, 
asset backed and mortgage backed securities. He graduated with honors in 1997 from Abiiene Christian 
Unlverelty vrfth a B.S. in Financial Management 

Jim Wang 

Mr. Wang is a senior quantitative analyst with HBK. Jim's primary responsibiiities Include 
devefqi^lng prepayment and default models to analyze mortgage pools. Pilor to joining HBK. Mr. Wang 
was a quantitative analyst in ABS research at Citigroup. Mr. Wang graduated frem Brendeis University 
with a Ph.D. In physics In 1996. 
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THE MANAGEMENT AGREEMENT 

• The following summary describes certain provisions of the Management Agreement. The 
summary does not purport to be complete and is subject to. and qualified in its entirety by reference to. 
the provisions of ^e Management Agreement 

As compensation for the performance of Its obligations m Collateral Manager under the 
Management Agreement, ttre Collaterai Manager will receive a fee (the "Management Fee"), to the 
extent of the funds available for such purpose In accordance with the Priority of Payments. The 
Management Fee will accnie frcwn the Closing Date at a rate of 0.30% per annum on ttie Quarterly Asset 
AmcHint, payable in arrears on each Distribution Date. In addition, If the Collateral Manager acts as 
Auctkm Agent, as compensation for the performance of Its obligations as Auction Agent under the 
Management Agreement, the Collateral Manager v^lt receive fees (the "Auction Agent Fees") as 
described in the succeeding sentence, to the extent of the funds available for such purpose In aceofoance 
with the Priority of Payments. The Auction /^ent Fee will be (a) U.S.SQ on the first Auction Date; (b) if the 
Auction Cali Redemption is not successful on the First Auction Call Date, U.S.SQ on the Distribution Date 
immediately following the First Auction Call Date; and (c) U.S.SQ on each Auction Date thereafter, if any. 
Any Management Fee or Auction Agent Fee accrued prior to the resignation or removal of the Cdlatera! 
Manager will continue to be payable to the Collateral Manager on the Distribution Date immediately 
foltov^ng the effectiveness of such resignation or removal. 

To the extent not paid on any Distribution Date when due, any accrued Management Fee or 
Auction Agent Fee will be deferred and will be payable on the next subsequent Distribution Date on which 
funds are available for the payment thereof In accordance with the Priority of Payments. Any unpaid 
Management Fee or Auction Agent Fee that is deferred due to the operation of the Priority of Payments 
will not accrue interest. 

The Collateral Manager wilt be responsible for its ovm ordinary expenses and costs incurred In 
the couree of performing its obligations under tf)e Management Agreement; provided that the Collaterai 
Manager shall not be tiabie for the payment of any extraordinary expenses and coste or for the payment 
of expenses and costs of (a) legal advisers, accountants, consultants and other professionals retained by 
the Issuer or by the Collateral Manager on behalf of tire Issuer In connection vrith certain services to be 
previded by the Collateral Manager as specified in the Management /^reement and (p) reasonable have! 
expenses undertaken in connection with effecting or directing Disposition of Underlying Assets and 
Eligible investments, negotiating with issuers of Underiying Assets as to proposed modificattons or 
waivers, taking action or advising the Trustee with respect to the Issuer's exercise of any rights or 
remedies in connection with the Underlying Assets and Eligible Investments, including in connection with 
an offer or default, participating in committees or other groups formed by creditors of an issuer of 
Underiying Assets. Such expenses vril! be paid by the Issuer. 

The Collateral Manager will not be liable to the Issuers, the Trustee, the Noteholders, any Interest 
Rate Swap Counterparty or any of their respective affiliates, partners, shareholders, officers, directors, 
employees, consuifants, agents, accountants and attorneys for any losses, damages, claims, liabilitfas, 
a>sts or expenses (including attorney's fees and expenses) incurred as a result of the actions taken or 
omitted or recommended by or on behalf of the Collateral Manager under the Management Agreement or 
the Indenture, except by reason of acts constituting bad faith, willful misconduct, grass negligence or 
reckless disregard of its duties and obligations thereunder. The Collateral Manager and its Affiliates and 
each of their respective partoers, shareholders, members, officers, directors, managers, employees, 
cransuitanfa, agents, accountant and attorneys v^!i be entitled to indemnification by the issuer under 
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certain circumstances (as spedfied in the Management Agreement), which will be paid in accoixiance 
witti the Priority of Paymente. 

'Hie CoHaterai Manager may not ass^n its rights or responsibiiities under the Management 
Agreement viridiout the consent of the issuer and the holders of a majority in aggregate principal amcnint 
of Notes of the Controtiing Class and upon satisfaction of die Rating Condition, except diat pursuant to 
the Management Agreement die Coiiaterat Manager may assign all of its rights and responsibiiities 
themunder (without thereby being relieved of any of its duties or obligations) to an Affiliate without the 
consent of the Issuer, the Trustee or any Noteholder. In addition, the Collater^ Manager may, pursuant 
to the Management /^reement, enter into arrangements pursuant to which ite Affiliates or third parties 
may perform certain seririces on behalf of the Coitaterei Manager, but such arrangements shall not relieve 
the cioilateral Manager horn any of Its duties or obligations thereunder. 

The Collateiai Manager may resign upon 60 days* prkx- written notice to the Issuer and the 
Trustee, provided that (a) no su^ resignation shall be effective unless a Replacement Manager is 
appointed as desolbed below and (b) the Collateral Manager shall have the right to resign immediately if, 
due to a change in applicable law or regulatton, the performance by the Coiiateral Manager of Its duties 
under the Indenture or the Management Agreement would be a vtolalion of such law or regulation. 

The Management Agreement prevides that the Collateral Manager may at any time be removed 
for "cause” (as detined in the Management Agreement) upon 15 Business Days' prior written notice by 
the issuer, v^ich will effect such removal at die direc^on of holders of at least 66 2/3% in aggregate 
outstanding principal amount of the holders of the Controlling Class (voting as a separate class) and the 
holders of at least 66 2/3% of Preference Shares. In determining whether a specified percentage of 
holders of Notes or Preference Shares has directed any su^ removal as described above or given any 
objection to a successor Coiiateral Manager as described below, Collateral Manager Securities will be 
excluded. 

For purposes of the Management Agreement, "cause” means any of the following events: 

(a) the Collateral Manager wilifoliy breaches, or takes any action that it knows violates, any 
provision of the Management Agreement or any term of the indenture applicable to it (not 
including a willful breach or knowing violation that results from a good foith dispute on 
alternative courses of action or interpretation of Instructions); 

(b) the Collateral Manager breaches (n any material respect any provision of the 
Management Agreement or any terms of the Indenture applicable to it and foils to cure 
such breach within 30 days after written notice of such foilure Is received by the Ct^iaterai 
Manager unless, if such failure is remediable, the Collateral Manager has taken action 
that the Collateral Manager In good folth believes will remedy, and that does in foot 
remedy, such foiture within 90 days after vwitten notice of such foilure is received by the 
Collateral Manager; 

(c) the Collateral Manager (i) ceases to be able to, or admits in writing its inability to, pay its 
debts when and as they become due, (fi) files, or consents by answer or (^henMse to the 
filing against it of, a petition for relief or rec^anizatlon or arrangement or any other 
petition in bankruptcy, for liquidation or takes advantage of any bankruptcy, insolvency, 
reorganization, moratorium or other similar law of any jurisdiction, (ili) makes an 
assignment for the benefit of ite creditors, (Iv) consents to the appointment of a custodian, 
receiver, trustee or other officer with similar powers with respect to it or with respect to 
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any substantial part of its property or (v) adjudicated as in^lvent or Is to be liquidated; 
or 

(d) the occurrence of an act by the Collateral Manager that constitutes fraud or olminal 
activity in the per^mance of its obligations under the Management Agreement or the 
Coiiateral Manager being convicted for a criminal offense materially related to its 
investment advisory business. 

No removal, termination or resignation of the Coilaterai Manager or terminatbn of the 
Management Agreement shall be efiective unless (a) a successor Collateral Manager (the 'Replacement 
Manager”) has agreed in writing to assume all of the Coiteteral Manager's duties and obi^ations, ' 
including its duties and responsibilities as the Auction Agent, (b) the Replacement Manager is n<^ 
objected to by holders of at least 66 2/3% in aggregate outstanding princlpat amount of any Class of 
Notes or the holders of at least 66 2/3% of the Preference Shares (excluding from such vote any 
Coliatem! Manager Securities) wthln 30 days after notice and (c) the Rating Condition has been satisfied 
with respect to the appointment of tfie Replacement Manager; provicted, however, that at any time when 
an Event of Default shall have occurred and be continuing under the Indenture and the Collateral 
Manager shall have resigned or been removed under the drcumstances set forth above, the holders of a 
Majority of the Notes of the Controlling Class may appoint a successor Collateral Manager (if the Rating 
Condition has been satisfied with respect to the appointment of the Replacement Manager). 

in addition, no removal or resignation of the Collatera} Manager while any Note or Preference 
Share is outstanding will be effective until the appointment by the issuer of a Replacement Manager that 
is an esfebiished institution which (a) is legally qualified and has tiie capacity to act as Collateral Manager 
under tiie Management Agreement as successor to the Collateral Manager in the assumption of all of the 
responsibilities, duties and obligations of the Collateral Manager under the Management Agreement and 
under the applicable terms of the indenture, including its duties and responsibilities as the Auction Agent, 
and (b) will not cause the Issuer or the pool of Coiiateral fo become required to register as an Investment 
company under the provisions of the Investment Company Act. The indenture provides that If holders of 
at (east 66 2^% in aggregate outstanding principal amount of any Class of Notes or the holders of at 
least 86 2/3% of tiie Preference Shares (excluding from such voles the Coilaterai Manager Securities if 
the proposed Replacement Manager is an Affiliate of the Collateral Manager) object to a proposed 
Replacement Manager within 30 days after such notice (the "First Period”), the Trustee shall notify the 
holders of the Notes and Preference Shares that such Replacement Manager has been rejected. Such 
notice shall state tiiat a Majority>in>lnterest of Preference Shareholders may nominate a successor 
Collateral Manager within 60 days after the termination of tiie First Period (the "Second Period") and 
specify a date (not more than 20 days after the end of the First Period), time and place for a meeting 
(which meeting may be held telephonically) at which the Preference Shareholders may nominate (if 
necessary, by a majority vote of the Preference Shareholders present at such meeting) not more than two 
propc^ed successor Coilaterai Managers (which proposed su^:essor Coiiateral Managers shall meet tire 
requirements of a Replacement Manager specified in the Management Agreement). The Trustee shall 
notify each Preference Shareholder and Noteholder of the successor Collateral Managers prqaosed at 
such meeting and request that each Preference Shareholder and Noteholder, by notice given to the 
Trustee not later than 20 days after such noting, select a su^essor Collateral Manager (if mere are two 
proposed successor Collateral Managers) or approve such proposed Collateral Manager (if only one 
successor Collateral Manager is proposed), if such a successor Collateral Manager is objected to by a 
Majority-in-lnterest of Preference Shareholders or by the Holders of 66 2/3% In aggregate principal 
amount of any Class of Notes, the Trustee shall notify each Holder of a Preference Share of the feilure to 
appoint a suixessof Collateral Manager and specify a date (prior to the end of the Second Period), lime 
and place for a meeting (which meeting may be held telephonically) at which a MaJority-ln-!nterest of the 
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Preference Shareholders present {so long as holders of at least 66 2/3% of the Preference Shares are 
represented at such meeting) may appoint a successor Collateral Manager. The Collateral Manager 
Securities shall be excluded from the determination of whether 66 2/3% In aggregate prindpa! amount of 
any Ctess of Notes or a Majority-ln-Interest of Preference Shareholders for appointing or approving (or 
objecting to) a successor Collateral Manager has been obtained, except that for purposes of appointing or 
approving a successor Collateral Manager diat Is not an Afflliata of the Collateral Manager, the Notes and 
Preference Shares whidi are Collateral Manager Securities shall be included in determining vriiether the 
Notehdders and Preference Shareholders have seleded or approved (or objected to) such successor 
Collateral Manager. In foe event that a successor to the Collateral Manager Is not appcxnted wthin 90 
days after its resignation or remo\rai, toe issuer or the Collateral Manager may pedtbn a <rourt to appoint 
a successes', without obtaining the approval of the Holders of toe Notes and the Preference Shares. 

Fforeuant to the indenture, the Trustee is entitled to exercise the rights and remedies of the issuer 
under the Management Agreement (a) upon toe occurrence of an Event of Default untli such time, If any, 
as such Event of Default is cured or waived, (b) upon toe termination of the Collateral Manager in 
accordance wto toe Management Agreement or (c) upon a material default in toe performance, or 
breach, of any covenant, representation, warranty or other agreement of the Issuer under the Indenture or 
in any certificate or writing delivered pursuant thereto or made in connection therewith whidi proves to be 
incorrect in any material respect when made If (i) holders of at least 50% in aggregate outstanding 
prindpal amcxjnt of toe Notes of any Class, Preference Shareholders whose aggregate Voting 
Percentages are at least 50% of all Preference Shareholders' Vexing Percentages or any Interest Rate 
Swap Cc^nterparty gives notice of such default or breach to the Trustee and the Collateral Manager or (ii) 
the Collateral Manager, Issuer or Co-Issuer has actual knowledge of such default or breach, and in either 
case, such default or breach (if remediable) continues for a period of 30 days. 

In certain circumstances, toe Interests of toe Issuer and/or the holders of the Notes with respect 
to matters as to which the Collateral Manager Is advising the Issuer may conflict with the interests of toe 
Ccrftateral Manager and Its Affiliates. See 'Risk Factors->Ceftain Conflicts of Interest.” 
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DEUTSCHE BANK AKTIENGESELLSCHAFT 
Incorporation, Registered Office and Objectives 

Deutsche Bank Aktiengeseltet^aft ("Deutsche Bank* or the "Bank") originated from Oie 
reunification of Norddeutsche Bank Aktiengesellschaft, Hamburg, Rheinisch-Westfaiische Bank 
Aktiengeseiischaft, DuesseldtMf and SOddeutsche Bank Aktiengeseilschaft, Munich; pursuant to the Law 
on the Regionai Stx^pe of Credit institutions, these had been disincorporated in 1952 from Deutsche Bank 
which was founded In 1870. The merger and the name were entered in the Commercial Register of the 
Distrid: Court Frankfurt am Main on 2 May 1957. Deutsche Bank is a banking institution and a stcK^ 
corporation incorporated under the laws of Germany under ragistratlon number HRB 30 000. The Bank 
has its registered office in Frani^rt am Main, Germany. It maintains its head office at Taunusanlage 12. 
60325 Frankfurt am Main and branch offices in Germany and abroad including in London, New York, 
Sydney, Tok^ and an Asia-Pacific Head Office in Singapore which serve as hubs for its operations in the 
respective regions. 

Deutsche Bank Is the parent company of a group consisting of banks, capita) market companies, 
fund management companies, a real-estate finance company, installment finandng companies, research 
and consultancy rrompanies and otiier domestic and fore^n companies (the "Deutsche Bank Group”). 

The obje^ of Deuteche Bank, as iaid down In Its Articles of Association, include the transaction 
of ail kinds of banking business, the provision of financial and other services and the promotion of 
intemationai economic relattons. The Bank may realize these objectives Itself or through subsidiaries and 
affiliated companies. To the extent permitted by law, the Bank is entitled to transact all business and to 
take ali steps whidi appear likely to promote tiie objectives of the Bank, in particular to acquire and 
dispose of real estate, to establish branches at home and abroad, to acquire, administer and dispose of 
participations In (^her enterprises, and to conclude company-transfer agreements. 

Deutsche Bank AG, London Branch 

"Deutsche Bank AG London* is tiie London branch of Deutsche Bank AG. On 12 January 1973, 
Deutsche Bank AG filed In the United Kingdom the documents required pursuant to section 407 of the 
Companies Ad 1946 to establish a place of business within Great Britain. On 14 January 1993, Deutsche 
Bank registered under Schedule 21A to the Companies Ad 1985 as having established a branch 
(Registration No. BR000005) In England and Wales. Deutsche Bank AG London is an authorized person 
for the pujposes of section 19 of the Financial Services and Markets Ad 2000. In the United Kingdom. It 
conduds wholesale banking business and through Its Private Wealth Management division, it provides 
holistic vraaith management advice and integrated financial solutions for wealthy individuals, tiieir families 
and selected institutions. 

Share Capital 

As of 30 June 2006, Deutsche Bank's issued share capital amounted to Euro 1,329,684,136.98 
consisting of 519,407,^6 ordinary shares without par value. The shares are fully paid up and in 
registered form. The shares are listed for trading and official quotation on ail the German Stodc 
Exchanges, "niey are also listed on the Stock Exchanges in New York, Tokyo and Zuridi. The 
Management Board has decided to pursue delisting on certain stock exchanges cHher than Germany and 
New York in order to benefit frwn frie Integration of financial markets, in respect of the stock exchanges in 
Amsterdam, Brussels. London, Luxembourg, Paris and Vienna, this declsbn was already completely 
implemented. 
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Capitalization and Indebtedness of Deutsche Bank Group 


As of 30 June 2006. Oeutst^e Bank Group's capitalization and indebtedness, (unaudited) on the 
basis of United States Geneialiy Atxepted Accounting Principles (*U.S. GAAP”) was as follows: 



As of 


30 June 2006 


fin Euro mitficm) 

OeDOSits 

367.253 

Trading llabKitles 

220.791 

Cental bank funds purchased and securities sold under repurchase aoreements 

184.282 

Securities loaned 

11.191 

Other short-term borrowinos 

28.839 

Other liabilities 

91.087 

Long-term debt 

121.467 

Obligation to purchase common shares 

4.319 

Total llabimias 

1,029,299 

Common shares, no par value, nominal value of Euro 2.56 

1.330 

Additional paid-in capital 

14,581 

Retained earnings 

22,023 

Common shares in treasury, at cost 

f2.139) 

Eouitv classified as obiloation to purchase common shares 

(4.3191 

Accumufated other comprehensive income floss) 


Deferred tax cm unrealized net gains on securfties available ior sale relating to 1999 
and 2000 tax rate changes in Germany 

(2,164) 

Unrealized net gains on secuntles available for sale, net of applicable tax and other 

1,829 

Unrealized net gains (losses) on derivatives hedging variatNIity of cash flows, net of 
tax 

(52) 

Minimum pension iiabilitv. net of tax 

(8) 

Foreign currency translation, net of tax 

(2.017) 

Total accumulated other ccmiprehensive loss 

(2,412) 

Total shareholders’ equity 

29.084 

Total tiabiiitles and shareholders' equity 

1.058.293 


There has been no material change in Deutsche Bank Group's capitalfzatbn and indebtedness 
since 30 June 2006. 
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Management 

In accordance wRh German law, Deutsche Bank has both a Supervisory Board (Aufslchlsfat) and 
a Management Board (Vorstand). fltese Boards are separate; no Individual may be a member of both. 
The SupenrfSOTy Boanl appoinls the members of the Management Board and supervises the activihes erf 
this Board. The Management Board represents Deutsche Bank and is responsible ftw its management of 
its a%irs. 

The Management Board consists of 


Dr. Josef Ackermann 

Chairman of the Management Board (Chief 
Executive Officer) 

Or. Hugo Banziger 

Chief Risk Officer (CRO) 

Anthony CM iorio 

Chief Financial Officer (CFO) 

Dr. Tessen von Hevdebreck 

Chief Administrative Officer (CAO) 

Hermann-Josef Lamberli 

Chief Operating Officer (COO) 


The Supervisory Board consists of the following 20 members: 


Dr. Clemens Boersig 

Chairman 

Frankfurt am Main 

HekJrun Forster* 

Deputy Chairperson 

Oeutsdie Bank Privat- und Geschaftskunden 

AG 

Berlin 

Dr. Karl-Gerhard Eick 

Deputy Chairrren of the Board of Managing 
Directors of Deutsche Telekom AG 

Cologne 

Ulrich Hartmann 

Chairman of the Supervisory Board of E.ON 

AG OQsseldorf 

^rd Herzberg* 

Vice President of ver.dl Vereinte 
Dienstteistungsgewerkschaft Berlin 

Sabine Horn* 

Deutsche Bank AG 

Frankfurt am Main 

RolfHunck* 

Deutsche Bank AG 

Hamburg 

Sir Peter Job 

London 

Prof. Dr. Henning Kagermann ’ 

Chairman and CEO of SAP AG 

Watldorf/Baden 

Ulrich Kaufrnann* 

Deutsche Bank AG 

Dusseldorf 
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Peter Kazmierozak* 

Deutsche Bank AG 

Essen 

Maurice L6vy 

Chairman and Chief Executive Officer, Pubticis 
Groupe S.A. Paris 

Henriette Mark* 

Deutsche Bank AG 

Munich 

Dr. jur. Dr.-Ing. E.h. Heinrich von Pierer 

Chairman of the Supervisory Board of Siemens 
AG 

Erlanqen 

Gabriele Platsdier* 

Deutsche Bank Privat- und Geschaftskunden 

AG 

Braunschweig 

Karin Ruck* 

Deutsche Bank AG 

Bad Soden am Taunus 

Prof. Dr. Th«3 Siegert 

Managing Director of the Haen Carstanjen & 
Sohne Ousseldorf 

Tliman Todenhofer 

Managing Partner of Robert Bosch 
Industrietreuhand KG 

Stuttgart 

Dipl.4ng. Dr.-ing. E.h. JOrgen Weber 

Chairman of the Supervisory Board of 

Deutsche Lufthansa AG 

Hamburg 

Leo Wunderlich* 

Deutsche Bank AG 

Mannheim 


* Elected by the staff in Germany. 

The members' of the Management Board accept membership on the Supervisory Boards of other 
corporations Nothin the limits prescribed by law. 

Hie business address of each member of the Management Board and of the Supervisory Board 
of Deutsche Bank is Taunusanlage 12, 60325 Frankfurt am Main, Germany. 

Financial Year 

Tlie finandai year of Deutsche Bank is the calendar year. 

Auditors 

1>e . Independent auditors of Deutsche Bank are KPMG Deutsche Treuhand Gesellschaft 
Akdengesellschaft Wirtschaftspruffingsgesellschaft (*KPM6”), Marie-Curie-Strasse 30. 60439 Frank^rt 
am Main, Germany. KPMG audited Deutsche Bank's non-ccmsoiidated financial statements for the years 
ended 31 December 2003, 2004 and 2005, w^lch were prepared in accordance v\^th the German 
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Commerce! Code Sn accordance with § 292a H6B fai die version effective unti! 9 December 

2004 in connection with Micie 2 of the Acaxinting Law Refonn Act (Bllanzrechtsreformgesetz -BHReG) 
and Artide 57 of the Introductory Act for the German Commercial Code (EGHGB), the consolidated 
dnandai statements fcM' die years ended 31 December 2003, 2004 and 2005 were prepared In 
accordance widi United States Generally Accepted Accounting Princijn^es ("U.S. GAAP") and audited by 
KPMG. In each case an unqualified auditor's certificate has been provided. 

Set out bek>w are die following: 

• Consolidated Statement of Income as at 30 June 2006 and 30 June 2005; 

• Consolidated Balance Sheet as at 30 June 2006 and 31 December 2005; and 

• Liabilities and Shareholders' equity as at 30 June 2006 and 31 December 2005. 


162 


PSI-M&T_Bank-02-0183 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 


Frm 01132 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1129 


Footnote Exhibits - Page 1881 


Consolidated Statement of Income (i^uc^ed) 


Income Statement 
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Consolidated Balance Sheet 


Assets 
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Liabilities and Shareholders' Equity 
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Litigation 

Other than set out herein Deutsche Bank is not. or during die last two finandai years has not 
been ini^tved (whedier as defendant or otherwise) In, nor does it have knowledge of any threat of any 
legal, arbitration, administrative or other proceedings the result of which may ha>ra, in the event of an 
adverse determination, a significant effect on its tinancial condition presented in ths Ofering Circular. 

IPO Mocation LItigaSon 

Deutsche Bank Securities tnc. (”DBSn and its predecessor firms, abng .with numercHJs other 
securities films, have been named as defendants in over 80 putative class action lasvsuits pending in tee 
United States District Court fer the Southern District of New York. These iawsults allege vldations of 
securities and antitrust taws in connection with the allocation of shares in a large number of initial public 
offerings ("IPOs”) by issuera, officers and directors of Issuers, and underwriters of those securities. OBSt 
is narhed in these suits as an undeniwiter. Ihe securities cases aliege material misstatements and 
omissions in registration statements and prospectuses for the IPOs and market manipulation wite respect 
to aftermarket trading in the IPO securities. Among the allegations are that the underwriters tied the 
receipt of allocattons of IPO shares to required aftermarket purchases by customers and to the payment 
of undlsdosed compensation to the undenvriters In the form of commissions on securities trades, and teat 
tee underwriters caused misleading analyst reporte to be issued. The antitrust claims allege an illegal- 
conspiracy te affect the stock price based on similar allegations that tee underwriters required aftermarket 
purchases and undisclosed commissions in exchange for allocation of IPO stocks. In the securities cases, 
the motions to dismiss the complaints of D6SI and others were denied on February 13, 2003. Plaintiffe' 
motion to certify six. "test* cases as class actions In tee securities cases was granted on October 13, 
2004, and DBS! and other defendants appealed that decision to the Court of Appeals fer the Second 
Circuit Discovery in the securities cases is undenivay. In the putative antitrust class action, the 
defendant' motion to dismiss the complaint was granted on November 3, 2003. On September 28, 2005 
the Court of Appeals for the Second Circuit vacated the ruling and remanded the case to the lower court 
for consideration of alternate grounds fer dismissal. Defendants have moved fer reconsideration by the 
Second Ckcuib 

Enron Litigation 

Deutsche Bank AG and certain of its afhNates are collectively involved in more than 10 lawsuits 
arising out of their banking relationship with Enron Corp., its subsidiaries and certain Enron-related 
entities ("Enron"). These lawsuits include a series of pui^rted class actions brought on behalf of 
shareholders of Enron, including the lead actbn captbned Newby v. Enron Corp. The consolidated 
complaint filed in Newby named as defendants, among ^ers, Deutsche Bank AG, several other 
investment banking firms, a number of iaw firms, Enron's fernier accountants and affiliated entities and 
individuals and other individual defendants, including present and former officers and directors of Enron, 
and It purported to allege claims against Deutsche Bank AG under federal securities laws. On June 5. 
20(^. the Court dismissed all of the claims alleged in the Newby action against Deutsche Bank AG and 
Its afflilates. On June 21 , 2006, Lead Plaintiff In Newby filed a motion requesting the Court to re<x»nsider 
the dismissal of Deutsche Bank AG and its affiliates from Newby. 

Also, an adversary proceeding has been brought by Enron in the bankruptcy court against, 
among others, Deutsche Bank AG and certain of its affitiates. in this adversary proceeding, Enron seeks 
damages from the Deutsche Bank entities, as well as the other defendants, for alleged aiding and 
abetting breaches of fiduciary du^ by Enron insiders, aiding and abetting fraud and unlawful civil 
conspiracy, and also seeks return of alleged fraudulent conveyances and preferences and equitable 
subordination of their claims in the Enron bankruptcy. The Deutsche Bank entities' motbn to partially 
dismiss the adversary complaint is pending. 
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In addition to Newby and the adversary proweding described above, there are third-party actions 
and individual and putative dass actions brought in varbus courts by Enron investors and creditors 
alleging federal and state law claims against Oeuteche Bank AG and certain of its affiliates. 

WorkiCom Litigation 

Deutsche Bank AG and DBS! were defendants in more than 40 actions filed in federal and state 
courte arising out of alleged material misstatements and omissions in the Rnandal s^tements of 
WorldCom Inc. DBSl was a member of the syndicate that underwrote WorldCom's May 2000 and May 
2001 bond curings, which are among the bond offerings at Issue in the actions. Oeutsdie Bank AG, 
London branch was a member of the syndicate that underwrote the sterling and euro tranches of the May 
2001 bond offering. Piaind^ were alleged purchasers of these and other WorldCom debt securides. The 
defendants in the various adbns included certain WorldCom directors and officers. WorldCom's audtte>r 
and membere of the underwriting syndicates for the debt offerings. Plaintiffs alleged that the offering 
documents contained material misstatements and/or omissbns regarding WorldCom's flnanciat conditbn. 
The claims against OBSt and Deutsche Bank AG were made under federal and state statutes (including 
securities laws), and under various common law doctrines. The largest of the actions against Deutsche 
Bank AG and DBS! was a class actbn litigation in the U.S. Dlstrlr^ Court in the Southern District of New 
York, in which the class plaintiffs are the holders of a significant majority of the bonds at issue. On March 
10. 2005, Deutsche Bank AG and OBSI reached a settlement agreement, subject to court ap|»oval, 
resdving the class adion claims asserted against them, for a payment of approximately US$325 million. 
The settlement of ffie class actbn claims did not resolve the individual actbns brought by investors who 
chose to opt out of the federal class actbn. The financial effects of the class actbn settlement are 
reflected In our 2004 consolidated financial statements. /Ul but three of the individual actions have been 
resolved. 

Tax-Rotated Products 

Deutsche Bank AG, abng with certain affiliates and employees (collectively referred to as 
"Deutsche Bank"), have collectively been named as defendants in more than 75 legal proceedings 
brought by customers in varbus tax-oriented transactbns. Deutsche Bank provided financial products 
and services to these customers, who were advised by varbus accounting, legal and financial advisory 
prefessionals. The customers claimed tax benef ts as a result of these transactions, and the United States 
Internal Revenue Sen/ice has rejected those claims. In these legal proceedings, the customers allege 
that, together with Deutsche Bank, the professional advisors improperiy misled the customers into 
believing that the claimed tax benefits would be upheld by the Internal Revenue Service. The legal 
proceedings are pending In numerous state and federal courts and in arbitratbn, and claims against 
Deutoche Bank are alleged under boffi U.S. state and federal law. Many of the claims against Deutsche 
Bank are asserted by Individual customers, while others are asserted on behalf of a putative customer 
class. No litigation class has been certified as against Deutsche Bank. The legal proceedings are 
currently at varbus pre-trial stages, including discovery. 

Tlie United States Deparbnent of Justice ("DOJ") is also conducting a criminal Investlgatbn of 
tax-oriented transactbns that were executed from approximately 1997 through 2001. In connection with 
that Investigation. DOJ has sought various documents and other information from Deutsche Bank and 
has been Investigating toe actions of various individuals and entities, including Deutsche Bank, in such 
transactbns. in the latter half of 2005, OOJ brought criminal charges against numerous individuals based 
on their participation in certain tax-oriented transactions while empbyed by entities other toan Deutsche 
Bank. In the latter half of 2005, OOJ also entered into a Deferred Prosecutbn Agreement with an 
accounting tirm (the "Accounting Firm"), pursuant to which DOJ agreed to defer prosecution of a 
criminal charge against the Accounting Firm based on Its participation In certain tax-oriented transactions 
prov/ded that the Acccxjnting -Firm satisfied the terms of foe Deferred Prosecution Agreement. On 
February 14, 2006, DOJ anncHjnced that it had entered into a Deferred Prosecutbn Agreement wth a 
financial instiUition (the "Financial Institution"), pursuant to which OOJ agreed to defer prosecutbn of a 
criminal charge against, the Financial Institutiai based on Its rote In providing financial product and 
services in connection with certain tax-oriented transactions provided that the Financial Institution 
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satisfied the terms of Uie Deferred Prosecudon freemen!. Deutsche Bank provided similar financial 
products and services in certain tax-oriented ^nsactions that are the same or similar to the taX'Oriented 
transactbns that are the subject of the above-referenced criminai charge. Deutsche Bank also proiHded 
financial prr^ucts and services in additional tax-oiiented transactions as wefl. DOJ's criminal investigatbn 
is on-goIng. 

In ffid Matter of KPMG LLP Certain Auditor Independence Issues 

On November 20, 2003, the SEC requested Deutsche Bank to produce certain documents In 
connexion with an ongoing investigaticm of certain auditor independence issues relating to KPMG LLP. 
Dmi&che Bank is cooperating with the SEC in its inquiry. KPMG Deutsche Treuhand-Geselischaft 
Aktiengesefischalt Wirtecha^prufungsgeselischaft ("KPMG OTG*), a KPMG LLP afUliate, is Deutsche 
Bank’s auditor. Aspects of this Investigation appear to Involve certain tax-oriented transac^tons among 
those at Issue in the tax-reiated litigatic^ described above, M^ere Deutsche ^nk provided financial 
products and se^^rices and a KPMG LLP affiliate advised the investors. During all relevant periods, 
including the present, KPMG DTG has confirmed to Deutsche Bank that KPMG DTG was and is 
"independent” frcHn Deutsche Bank under applicable accounting and SEC regulations. 

Kirch Litigation 

In May 2002, Dr Leo Kirch personally and as an assignee initiated legal acticm against Dr Breuer 
and Deuteche Bank AG alleging that a statement made by Dr Breuer (then the Spokesman of Deutsche 
Bank’s Management Board) in an interview with Bloomberg television on February 4, 2002 regarding the 
Kirch Group was in breach of laws and tinanciatiy damaging to Kirch. On January 24, 2006 the German 
Federal Supreme Court sustained the ar^ton for the declaratory judgment only in respect of the claims 
aligned by the PrintBeteiligungs GmbH. Such action does not require a proof of any loss caused by the 
statement made in the interview. PrintBeteiligungs GmbH is the only company of the Kirch Group whi^ 
was a borrower of Deutsche Bank. Claims by Kirch personalty and by the group holding company, 
TaurusHoidIng GmbH & Co. KG, were dismissed. To be awarded a judgment for damages against 
Deutsche Bank AG, Dr Kirch would have to file a new lawsuit; in such proceedings he would have to 
pnove that the statement caused financial damages to PrintBeteiligungs GmbH and the amount thereof. 

In 2003, Dr Kirch instituted legal action In the Supreme Court of the State of New York In which 
he seeks die award of compensatory and punitive damages based upon Dr Breueris interview. Upon 
Introduction erf additional plaintiffs and defendants and referral to the U.S. District Court for the Southern 
District of New York, the case was dismissed on September 24, 2004. The plaintiffs appealed this 
decision. On June 5, 2006, the U.S. Court of /^peals for the Second Circuit partly confirmed the 
dismissal of the claims and otherwise remanded the case to the court of first instance to decide for the 
remahiing claims the issues of forum non conveniens or res judicata. 

On December 31, 2005, the KGL Pool GmbH filed a lawsuit against Deutsche Bank and Dr 
Breuer. TTie lawsuit Is based on alleged claims assigned horn various subsidiaries of the former Kirch 
Group. The KGL Pool GmbH is also a plaintiff in the above mentioned case in the USA and seeks a 
decteratory judgment to the effect that Deutsche Bank AG and Dr Breuer are jointly and severally liable 
for damages as a result of the interview statement and tee behaviour of Deutsche Bank in respect of 
several subsidiaries of the Kirch Group. 

Philipp Hoizmann AG 

Philipp Hoizmann AG C^otzmann”) is a major German construction firm which fifed for 
insolvency in March 2002. Oeutsdie Bank had been a major creditor bank and holder of an equity interest 
of Hoizmann few many decades, and, from April 1997 until /^ill 2000, a former member of Deutsche Bank 
AG’s Management Board was the Chairman of its Supervisexy Board. When Hoizmann had become 
insolvent at the end of 1999, a <ronsortium of banks fed by Deutsche Bank participated in late 1999 and 
early 2000 in a restructuring of Hoizmann teat included the banks' extension of a (wedit fecility, 
participation in a capital Increase and exchange of debt into convertible bonds. In March 2002, Hoizmann 
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and several of its subsidiaries, including in particular imbau Industrielies Bauen GmbH ("imbau”). filed for 
insolvency. As a result of this Insolvency, the administrators for Hoizmann and for Imbau and a group of 
bondholders have infcmned Deutsche Bank they are asserting daims against it because of \\s role as 
lender to the Mdzmann group prior to and after the restructuring and as leader of the cronsortium of banks 
which supported the restojcturing. The purported daims indude claims that amounts repaid to the banks 
constitute vddabie preforences that should be returned to the insolvent entities and claims of lender 
liabiiity resulting h-om the banks' sup^rort for an allegedly infeasible restructuring, ^though Deutsche Bank 
is in ongoing discussions, It cannot exclude that some of the parties may file lawsuits against it. To date, 
the administrator for imbau hied a lawsuit against Deutsche Bank in August 2004 alleging that payments 
received by Deutsche Bank in respect of a loan made to Imbau in 1997 and 1998 and in connection with 
a real estate transaction diet was part of the restructuring constituted voidable preferences that should be 
returned to the insolvent entity. Several bondholders filed a lawsuit against Deutsche Bank in December 
2005 seeking damages because of its allegedly unlawful support of Hoizmann's 1999/2000 restructuring. 
Additionally, Gebema N.V. filed a lawsuit in 2000 seeking damages against Deutsche Bank alleging 
deficiencies In the offering documents based on which Gebema N.V. had Invested in equity and 
convertible bonds of Hoizmann in 1998. 

Parmalat Litigation 

Folto^ng the bankruptcy of the Italian company Parmalat, the Special Administrator of Parmalat, 
Mr. Enrico Bondi, is suing Deutsche Bank for damages totaling EUR2.199 billion for feciiitating the 
insolvency offence of delaying the filing of a petition in Insolvency allegedly committed by Parmalat's 
former management and supervisory board. There are two separate complaints and they allege that by 
managing and/or underwriting the issuance of Parmalat bonds in 2003 and entering into certain derivative 
transactions, ^utsche Bank assisted Parmalat by providing liquidity in order to enable Parmalat to meet 
Its short term lUrbtHties/obllgafions. It is alleged that Deutsche Bank knowingly helped Parmalat to 
continue Its business for several months until December 2003, despite being aware of the true financial 
situation that the company was in. Parmalat reserves the right to increase the amount of damages 
sought The damages currently requested are, it is claimed, equal to the loss creditors of Parmalat 
incurred In the second half of 2003. 

Aiso in connection with the Parmalat insolvency, Mr. Bondi has already brought tvro claw back 
actions against Deutsche Bank SpA. 

General 

Due to die nature of its business, Deutsche Bank and its subsidiaries are Involved In litigation, 
arbitration and regulatory proceedings In Germany and in a number of jurisdictions outside Germany, 
including the United Sfetes, arising in the ordinary course of its businesses. Such matters are subject to 
many uncertainties, and the outcome of Individual matters is not predictable with assurance. Although toe 
final resolution of any such matters could have a material effect on Deutsche Bank's consolidated 
operating results for a particular reporting period, the Bank believes that It should not materially affect its 
consolidated financlai praition. 
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TAX CONSIDERATIONS 


United States Tax Considerations 
General 


To ensure compliance vt^th Internal Revenue Service Circular 230, Investors are heraby 
notified ttiat; (a) any discussion of U.S. federal tax issues contained or referred to in this Offering 
Circular Is not Intended or written to be used, and cannot be used, by investors for the purpose of 
avoiding penalties that may be imposed on them under the Code; (b) such discussion Is written to 
support the promotion or marketing of the transactions or matters addressed herein; and (c) 
prospective investors should seek advice based on their particular circumstances from an 
Independent tax adviser. 

The following ts a summary of certain of the Untied States federal income tax consequences of 
an invesdnent in the Notes by purchasers th^ acquire thetr Notes In the initial offering. The discussion 
and the opinions referenced below are based upon regulations, rulings, and decisions currently in 
effect, all of v^tch are subject to change, possibly with retroactive effect. Prospective investors should 
note that no rulings have been or are expected to be sought from the Internal Revenue Service (the 
"{RS*} with respect to any of the United States federal income tax consequences discussed bebw, and no 
assurance can be given that the IRS will not take contrary positions. Further, the following summary does 
not deal with all United States federal income tax ccmsequences applicable to any given investor, nor 
does It address the United States federal Income tax considerations applicable to ad categories of 
Investors, some of which may be subjed to special rules, such as Non>U.S. Holders (defined below), 
financial institutions, REITs, RiCs, insurance companies, tax-exempt organizations, dealers or traders In 
securities, currencies or notional principal contracts, persons that own (or are deemed to cwn) |10]% or 
more of the votbg shares (or interests treated as equity) of the issuer, partnerships, pass-through entities 
or persons who hold the Notes through partnerships or passthrough entities, S corporations, estates and 
trusts, investors that hold their Notes as part of a hedge, straddle, synthetic security or an integrated or 
converstort transaction, or investors whose functional currency* is not the U.S, dollar. Furthermore, It 
does not address aiternalive minimum tax consequences, or the indirect effects on Investors of equity 
interests in either a U.S. Holder (as defined below) or a Non-U.$. Holder. In addition, this summary is 
generally limited to investors that will hold their Notes as ‘capital assets" within the meaning of Sectiori 
1221 of the Code. Investors should consult their own tax advisors to determine the United States federal, 
state, local, and other lax consequences of the purchase, ownership, and dispositbn of the Notes. 

As used herein, "U.S. Holder* or means a beneficial holder of a Hole that is ar> individual citizen 
or resident of the United Stales for United States federal InoDme tax purposes, a corporation or other 
entity taxable as a corporation created or organized In or under the laws of the United States or any state 
thereof (including the District of Columbia), an estele the income of which is subject to United States 
federal income taxation regardless of its source, or a trust for which a court within the United Stales is 
able to exercise primary supervision over its administration and for which one or more United States 
persons (as defined in the Code) have the authority to control all of its substantial dedsions or a trust that 
has made a valid election under U.S. Treasury Regulations to be treated as a domestic trust. 'Non-U.S. 
Holder” means any holder (or beneficial holder) of a Note that is not a U.S. Holder. If a partnership holds 
Notes, the tax treatment of a partner will generally depend upon the status of the partner and upon the 
actiwties of the partnership. Partners of partnerships hcAHng Notes should consult their ovm tax advisors, 
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U.S. Federal Income Tax Consequences to the Issuer 

Upon the issuance of the Notes, /Ulen & Overy LLP. special U.S. tax counsel to the Issuer, wilt 
deliver an opinion generally to the efect that under current law, and assuming (x^mpli^ce with the 
indenhire (and certain other documents) and based on certain Actual representations made by the Issuer 
and the Collateral Manager, although the matter ts not free fr^ doubt, the issuer tMII not be engaged in 
the conduct of a trade or business in the United States. Accordingly, the Issuer does not expect to be 
subject to net Income taxa^n in the United States. Prospective investors should be aware that opinicxis 
of counsel aie not binding on the IRS and there can be no absolute assurance that the IRS will not seek 
to beat the Issuer as engaged in a U.S. trade or business. If the IRS were to successfully characterize 
the issuer as engaged in such a trade or business, among other consequences, toe Issuer would be 
subject to net Income taxatkHi in the United States (as well as the branch profits tax)'on its Income. The 
levying of surto taxes would materially affe^ the Issuer’s financial ability to pay principal and interest on 
the Notes. 

The Issuer Intends to acquire the Underlying Assets, the Interest on which, and any gain from toe 
Disposition thereof, Is expected not to be subject to United States federal withholding tax or withholding 
tax Imposed by other countries (unless subject to being 'grossed up"). The Issuer will not, however, 
make any independent investigatton of the circumstances surrounding the Issuance of the individual 
assets comprising the Underlying Assets and. thus, there can be no absolute assurance that In every 
case, payments \aHI 1 be received free of withholding tax. If toe Issuer is a CFG (defined below), toe Issuer 
wrxild incur United States withholding tax on interest received from a related United States person. 

In addition, it Is not expected that the Issuer will derive material amounts of any other items of 
Inoome that will be subject to United States withholding taxes. 

If vflthhqlding or deduction of any taxes from payments is required by law in any jurisdiction, the 
issuer shall be under no obiigatton to make any additional payments to any holder in respect of such 
withholding or deduction. 

Notv^thstanding the foregoing, any commitment fee, focility fee and similar fee that toe issuer 
earns may be subject to a 30% withholding tax and any lending fees received under a securities lending 
agreement may also be subject to withholding tax. 

Classt^cation of the Notes 

The issuer has agreed and, by its acceptance of a Note, each Noteholder will be deemed to have 
agreed, to treat each the Notes as debt of the Issuer for United States federal income tax purposes, 
unless required by law. Upon the issuance of the Notes, Allen & Overy LLP will deliver an opinion 
generally to the efrect that assuming compliance with the indenture (and certain other documents) and 
based on certoln foctual representations made by the Issuer and toe Initial Purchaser, the Notes, v^en 
issued, will be characterized as debt of the issuer for United States federal income tax purposes. 
Prospective investore should be aware that opinions of counsel are not binding on toe IRS, and there can 
be no assurance that the IRS will not seek to characterize any Class of Notes as otoer than 
indebtedness. Except as provided under Alternative Characterization of the Notes,' below, the 
balance of tote dtecussion assumes that the Notes be ^aracterized as debt of the Issuer for United 
States federal income tax purposes unless required by law. 

For United Stotes federal income tax purposes, the Issuer, and not toe Co-lssuer, will be treated 
as the issuer of the Notes. 
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Payments of Interest on the Notes. 

Generally, stated interest cm a Note that is considered 'unconditionally payable" {as described 
below) wil be ordinary income teixable to a U.S. Holder when received or accrued In accordance wth 
such U.S. Holder's method of accounting lor U.S. federal income tax pun>oses. Such interest income will 
be treated as foreign source income for foreign tax credit purposes. If the "stated redempdon price at 
maturity" {"SRPM") of a Nt^e exceeds the "issue price" of sue* Note by more dian a "de minimis amount," 
then the excess of SRPM over the issue price may constitute original issue discount ("OID”). The SRPM 
of a debt instrument Is generally the sum of all payments provided by the debt instrument other than 
"qualified stated interest" payments. The issue price is the first price at which a substantial arrK^unt of a 
debt instalment is sold to die public. The de minimis amount is any amount less than one-fourth of one 
percent of a debt instrument's SRPM multiplied by the number of complete years to maturity. Qualified 
stated inter^t Is generally interest paid on a debt instrument that is unconditionally payable at least 
annually at a single fixed rate. 

The Treasury Regulaticms provide that, for purposes of determining whether a debt instrument is 
issued with 010, stated interest must be included in the SRPM of the debt insdument if such Interest is 
not "unconditionaiiy payable." Interest Is considered "uncondittonaliy payabie” if reasonable l^al 
remedies exist to compel timeiy payment or terms and conditions of the debt Instrument make the 
likelihood of tette paym^t (odier than late payment that occurs within a reasonable grace period) or non- 
payment (Ignoring the possibility of non-payment due to default, insolvency or similar circumstances) a 
remote contingency. The Issuer intends, pursuant to Its interpretation of the foregoing rules, to take the 
position diat payments of interest on the Class A-1 Notes, Class A-2 Notes and Class B Notes are 
considered unconditionaiiy payable, and thus not Included In the SRPM of such Class A-1 Nc^s. Class 
A-2 Notes and Class 6 Notes and should be treated as "qualified stated interest*.^ Because the interest 
payments on the Class C Notes, Class 0 Notes and Class E Notes are subject to deferral (and the 
possibility of such deferral may not be remote within the meaning of the Treasury Regulafions), the Issuer 
Intends to take the position that all Interest (including interest on accrued but unpaid interest) payable on 
the Class C Notes, Class D Notes and Class E Notes should be included in the SRPM and should be 
treated as issued with OID. However, because there is no authority addressing \Mien the likelihood of a 
contingency such as the deferral of interest should be considered not "remote", there can be no 
assurance the IRS will agree with this position. 

The U.S. federal Income tax treatment of the Class C Notes, the Class D Notes and the Class E 
Notes under the OID rules Is uncertain. If the Class C Notes, the Class D Notes and the Class E Notes 
are issued at an Issue price equal to their principal amount, the issuer intends not to calculate OID under 
the PAC Method referred to below, and instead to take the position that the amount of OID that accrued 
on such Class C Notes, Class 0 Notes and Class E Notes in each accrual period Is equal to the amount 
of interest (Including any Deferred Interest with respe^ to the Class C Notes, the Class D N<^es and the 
Ctess E Notes) that accrues on such Class C Notes, Class D Notes and Class E Notes during such 
period. Unless the Class C Notes, tfie Class D Notes and tee Class E Notes are issued at an issue price 
equal to their prindpai amount, in including stated interest m the SRPM of the Class C Notes, the Class D 
Notes and the Class E Notes, the Issuer intends, absent definitive guidance, to treat tee Class C Notes, 
the Class D Notes and the Class E Notes as subject to an Income accrual method analogous to the 
methods applicable to debt instruments having payments that are contingent as to amount but not as to 
time and debt Instruments whose payments are subject to acceleration (prescribed by section 1272(a)(6) 
of the Code) using an.assumption as to the expected prepayments on the Class C Notes, the Class D 
Notes and tee Class E Notes (the "PAC Method"). As such, accruals of any such additional OID will 
generally be based upon the weighted average life of such Class C Notes, Class D Notes and Class E 
Notes rather than the stated maturity. Prospective Investors should consult their own tax advisors 
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regarding the application of the OID rules to the Class C Notes, the Class D Notes and the Class E Notes 
and the tax characterization and treatment of payments on such Notes. 

Sale, Bxchat^ or Retirement of the Notes. 

A U.S. Holder's tax basis in a Note will generally equal its cost, plus any arx^rued OlO, reduced by 
the amount of any payments received by the U.S. Holder v^h respect to a Note that are not qualified 
stated Interest payments as described above. A U.S. Holder will generally recognize gain or loss on the 
sale, exchan^ or retirement of a Note equal to the difference between the amount realized and the tax 
basis <rf the Note. That gain or loss will be a capital gain or loss and generally will be b-eated as from 
sources within the United States. Prospective investors should consult toeir own tax advisors with 
respect to the treatment erf capital gains (\Milch may be taxed at lower rates than ordinary income for 
taxpayers that are individuals, trusts or estates and that held a Senior Debt Note tor more toan one year) 
and capital losses (the deduebbliity of N^ich is subject to limitations). 

If any Class of Notes were considered ’contingent payment debt instruments* (’CPDls*) witoin 
the meaning of Treasury Regulation section 1 .1 275^, then, among other consequences, gain on the ^le 
of su<rfi Notes that might otherwise be capital gain would be ordinary IncOTie. Although the Issuer does 
not Intend to treat the Notes as CPOIs, prospective inve^rs should consult their own tax advisors 
regarding the possible characterization of the Notes as CR}ls. 

Alternative Characterlza^n of the Notes 

NohAdthstanding tax counsel's opinion. U.S. Holders should recognize that there Is some 
uncertainty regarding the appropriate classification of insfruments such as the Notes. It is possible, for 
example, that the IRS may contend that a Class of the Notes should be treated as equity Interests (or as 
part-debt, part-equity) In the Issuer. Such a recharacterization might result in mateiialty adverse tax 
consequences to U.S. Holders. 

if U.S. Holders of a Class of Notes were treated as ov^ing equity interests In the Issuer, interest 
payments would be treated as dividends (to the extent of current and accumulated earnings). Further, 
white not certein. interest on tee Notes might accrue (as dividends) prior to payment in a manner akln to 
the accrual of OlO. No dividends received deduction would apply to any of those dividends. 

Further, tee Issuer is a passive foreign investment company, or PFIC. If U.S. Holders were 
treated as owning equity interests In the Issuer, U.S. Holders generally will be considered United States 
shareholders in a PFIC. Under the rules relating to PFfCs, a United States shareholder of a PFIC that 
receives an ’excess distribution* must allocate the excess distribution ratably to each day in' the 
taxpayer's holding period for such equity, and must pay a deemed deferred tax amount with respect to 
each prior year in tee taxpayer's holding period. The total excess distributton for any taxable year is tee 
excess of (a) the total distributions for the year over (b) 125 percent of the average amount received in 
respect of such stock by tee ta)q)ayer during the three preceding years (or. If shorter, the U.S. Holder's 
holding period for such equity). In addition, any gain on the disposition of such equity In a PFIC would be 
treated as though it were an excess disfribution. The deferred tax amount is equal to the sum of (a) tee 
aggregate increases in taxes (computed at the maximum marginal rate) for each year in the taxpayer's 
holding period before the current year that would result from allocating the excess distributions back over 
the taxpayer's holding period ratably and (b) Interest on those increases. 

In order to avoid the application of the PFIC rules, each U.S. Header should consider making (and 
consul! with its tax advisors regarding the effectiveness and usefulness of making) a qualified electing 
fund ^ectk>n (the ’QEF election") provided In Sutton 1295 of the Code on a ’protective’ basis (although 
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such protet^lve electton nnay not be respected by the IRS because current regulations do not specifically 
authorize that particular election). In general, a QEF electton should be made on or before the due date 
for filing a U.S. Holder's federal Income tax return for the first taxable year for which it held a Note. In lieu 
of the PFIC rules discussed above, a U.S. Holder that makes a valid QEF election vwth respect to a Note 
that is recharacterized as an equity interest in the Issuer will, in very general terms, be required to include 
its pro rata share of the Issuer's ordinary income and net capital gains (unreduced by any pric^ year 
losses) in income as ordinary income and tong-teim capital gain, respectlvety, for each taxable year and 
pay tax thereon (even if the amount of that income is not the same as the interest payment, if any, rr^de 
or 010, if any accruing, on the Note during that period). In general, however, payments of interest on the 
Note that reflect income on lA^ich the U.S. Holder has already paid taxes under the QEF eiection, will nc^ 
be former taxable to the U.S. Hdder. While there can be no assurance that the IRS would respect the 
blowing allocation, toe Issuer intends to allocate such ordinary income and net capital gains In a manner 
designed to cause any Class of Notes that is recharacterized as equity in the Issuer to have 
approximately the same amount of tocome as would have accrued on that Class had it been respected as 
debt. 


In the event that any Class of Notes is recharacterized as voting equity in the issuer and certain 
other conditions are met, the Issuer may be dassffied as a controlled foreign corporation (a "CFC") with 
respect to U.S. Hdders that own at least 10% of the Issuer's voting equity. In such event, Noteholders 
would, in general, be taxed in a similar manner as if they had made the QEF electton described above 
(aithough some Income that 'Aould otherwise be capital, may be ofoinary). 

Information Reporting Requirements 

Under United States federal income tax law and regulations, certain categories of U.S. Holders 
must file information returns with respect to their investment in. or Involvement in, a foreign corporatton. 
These reporting requirements apply to both taxable and tax-exempt U.S. Holders. Penalties for teilure to 
file certain of these Information returns are severe. Purchasers toe Notes should consult v^th their own 
tax advisors r^rdlng toe necessity of filing Information returns, 

If requested by the Issuer, each holder wifi be required to provide the issuer with the name and 
status of each beneficial owner of a Note toat is a U.S. Holder. 

Non-U.S. Holders 

Assuming that (i) the Notes are treated as debt of a non-^nlted Slates corp^tion or (ii) if toe 
Notes are treated as equity in a non-United States corporation, toat such corporation is not engaged in a 
U.S. trade or business, a Non>U.S. Holder of a Note that has no connection with the United States and is 
not ralated, directly or IndirecOy, with the Issuer or the holders of the Issuer's equity or the Preferred 
Shares, wifi not be subject to U.S. withholding tax on interest payments. Non-U.S. Holders may be 
required to make certain tax representations regarding toe identity of the beneficial owner of toe Notes in 
order to receive payments free of witoholding. 

Backup Withholding and Information Reporting 

Backup vritoholding and information reporting requirements may apply to certain payments on the 
Notes (including OID, If any) and proceeds of toe sale, exchange, redemptton or other disposition of toe 
Notes to U.S. Holders. The Issuer, Its agent, a broker, or any paying agent, as the case may be. may be 
required to withhold tax from any payment that Is subject to backup withholding if toe U.S. Holder falls to 
furnish the U.S. Holder's taxpayer identification number (typically by providing a completed and executed 
iRS Form W-9), to certify that such U-S. Holder is not sut^ect to backup withholding, or to otherwise 
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comply with the applicable requirement of the backup' withholding mles. Certain U.S. Holders (inciudlng, 
among oUiers, corporattons) are not subject to the backup withholding and intormation reporting 
requirements. Non-U.S. Holders may be required to comply with applicable certitication procedures to 
establish that they are not U.S. Holders in order to avoid the application of such tntormatkm reporting 
requirement and backup withholding. Backup withholding is not an additional tax. Any amount withheld 
under the backup withholding rules from a parent to a holder generally may be claimed as a credit 
against such holder's U.S. federel income tax liability, provided that the required intormation is timely 
hirnished to Qie IRS. Prospective investOTs In the Notes should consult toeir owi tax advisers as to their 
qualification tor exemption from backup withholding and the procedure tor obtaining an exemption. 

IRS Dlsdosura Reporting Requirements 

Recently promu^ted U.S. Treasury Regulations (the "Disclosure Regulations") meant to 
require the repealing of certain tax shelter transactions ("Reportable Transactions”) could be interpreted 
to cover bansactions generally not regarded as tax shelters. Under the Disebsure Regulations it may be 
possible that certain transactions with respect to the NcHes may be characterized as Reportable 
Transactbns requiring a holder to disebse such tiansaetbn, such as a sale, exchange, retirement or 
other taxable disposition of a Note that results In a loss toat exceeds certain thresholds and other 
specified additions are met. Prospective investors in the Notes should consult with their own tax advisers 
to determine the tax return obligations, if any, with respect to an Investment In the Notes, including any 
requirement to file IRS Form 8886 (Reportable Transaetton Statement). 

THE U.S. FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE IS INCLUDED FOR 
GENERAL INFORMATION ONLY AND MAY NOT BE APPLICABLE DEPENDING UPON A 
NOTEHOLDER'S PARTICULAR SITUATION. PROSPECTIVE INVESTORS IN THE NOTES SHOULD 
CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE TAX CONSEQUENCES TO THEM 
OF THE PURCHASE. OWNERSHIP AND DISPOSITION OF THE NOTES, INCLUDING THE TAX 
CONSEQUENCES UNDER STATE, LOCAL. NON-U.S. AND OTHER TAX LAWS AND THE POSSIBLE 
EFFECTS OF CHANGES IN U.S. FEDERAL OR OTHER TAX LAWS. 

Cayman islands Tax Considerations 

The following discussbn of certain Cayman Islands Income tax consequences of an investment in 
the Notes is based on tiie advice of Maples & Catder as to Cayman Islands law. The discussion is a 
genera! summary of present law, which is subject to prospective and relroactiye change, it assumes that 
the issuer will a>nduct its affairs in accordance with assumptions made by. and representatbns made to, 
counsel, it is not intended as tax advice, does not consider any Investor's particular circumstances, and 
does not consider tax consequences other than those arising under Cayman Islands (aw. 

Under existing Cayman Islands laws: 

(a) payments of principal and interest In respect of the Notes will not be subject to taxation in 
the Cayman Islands and no withholding will be required on such payments to any Holder 
of a Note and gains derived from the sale of Notes will not be subject to Cayman islands 
income or corpcx’ation tax. Tbe Cayman Islands currently have no income, corporation or 
capita! gains tax and no estate duty, inheritance tax or gift tax; and 

(b) the Holder of any Note (or the legal personal representative of such Holder) whose Note 
Is brought into toe Cayman Islands may In certain circumstan^s be liable to pay stamp 
duty imposed under the laws of the Cayman Islands In respect of such Note. 
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The issuer has been incorpcrated under the laws of the Cayman islands as an exempted 
company wiBi limited liability and, as such, has applied fw and obtained an undertaWng from the 
Governor In Cabinet of the Cayman Islands substantially ki the following form: 

"The Tax Concessions Law 
(1999 Revision) 

Undertaking as to Tax Concessions 

In accordance with Secttan 6 of the Tax Concessions Law (1999 Revision) the Governor in 
Cabinet undertakes with C^m^one COO Vli Ltd. (the •Company"): 

(a) that no law which is hereafter enacted in the Islands imposing any tax to.be levied on 
profits, income, gains or appreciations shall apply to the Company or its operations; and 

(b) in addition, that no tax to be levied on profits, income, gains or appreciations or whi<^ is 
in the nature of estate duty or Inheritance tax shall be payable: 

(!) on or In respect of the shares, debentures or other obligations of the Company; 
or 

(11) by way of the withholding in whole or in part of any relevant payment as defined 
In Section 6(3) of the Tax Concessions Law (1 999 Revision), 

These concessions shall be for a period of twenty years from the ( ] day of [ ], 2007. 

Governor In Cabinet" 
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ERiSA CONSIDERATIONS 

The U.S. Employee Retirement Income Security Act of 1974, as amended ("ERISA"), imposes 
certain duties on persons who are fiduciaries of employee benefit plans (as defined in Sectbn 3(3) of 
ERiSA) subject to Title I of ERISA ("ERISA Plans") and entides whose underlying assets include 
assets of ERiSA Pians by reason of an ERISA Plan's investment In such enfities. These duties include 
Investment prudence and diverelficatfon and the requirement that an ERISA Plan's Investments be made 
In accoidance ^th the documents governing the ERiSA Plan. The prudence of a particular Invesbnent 
must be determined by the responsible fiduciary of an ERISA Plan by taking Into account toe ERISA 
Plan's partiojlar circumstances and liquidity needs and all of the fects and circumstances of toe 
investment, including the a’tmilabliity of a public market the Investment. In addidcm, certain U.S. 
toderal, state and local laws Impose similar duties on fidudaries of governmental and/or ctourch plans 
which are n(^ subject to ERISA. 

Any fiduda^ of an ERISA Plan, of an entity whose- underlying assets include assets of ERISA 
Plans by reason of an ERISA Plan's investment In such entity, or of a governmental or church plan v^ich 
is subject to fiduciary standards similar to those of ERiSA ("Plan Fiduciary"), who proposes to cause 
such a plan or entity to purchase Notes should determine i^etoer, under the general fiduciary standards 
of ERiSA or other applicable law, an Investment In toe Notes is appropriate for such plan or entity. In 
determining whether a particular investment is appropriate for an ERISA Plan, U.S. Department of Labor 
regulations provide that the fidudarles of an ERISA Plan must give appropriate consideration to, among 
other things, the role that the investment plays in the ERISA Plan's portfolio, taking into consideration 
whether the invesbnent Is designed reasonably to further the ERISA Plan's purposes, an examlnatton of 
the risk and return factors, the portfolio's composition v^to regard to diversification, the liquidity and 
current return of the total portfolio relative to the antidpated cash flow needs of the ERISA Plan and the 
projected return of the total portfolio relative to toe ERISA Plan's funding objectives. Before investing toe 
assets of an ERISA Plan in Notes, a Plan Fiduciaty should determine whether such an investment is 
constetent wlto the foregoing regulations and its fiduciary responsibilities, Induding any specific 
restrictions to which such fiduciary may be subject. 

Section 406(a) of ERISA and/or Section 4975 of the U.S. Interna) Revenue Code of 1986, as 
amended (toe "Code"), prohibit certain Iransacfions tnvdving the assets of ERISA Plans or plans 
described In Section 4975(e)(1) and subject to Section 4975 of the Code (together with ERISA Plans, 
"Plans'^) and certain persons (referred to as "parties in Interest” In. ERISA and as "disqualified persons" 
in Se^on 4975 the Code) (collectively, "Parties In Interesr) having certain relationships to such Plans 
and entittes. A Party in interest who engages in a non-exempt prohibited transactbn may be subject to 
non-deductible excise taxes and other penalties and liabilities under ERISA and/or the Code. 

Each of the Issuer, the Co-Issuer, the Initial Purchaser and the Collateral Manager, as a result of 
their own activities or because of toe activities of an Affiliate, may be considered a Party in Interest with 
respect to Plans. Accordingly, prohibited transactions (within the meaning of Section 406 of ERISA and 
Section 4975 of toe Code) may arise if Notes are acquired by e Plan with respect to which any of toe 
Issuer, the Co-Issuer, the Initial Purchaser, toe Collateral Manager, the cbUgws on the Underlying Assets 
or any of toelr respective Affiliates is a Party in Interest. In addition, if a Party in Interest with respect to a 
Plan owns or acquires a benefidal interest in the Issuer or toe Co-Issuer, the acqubition or holding of 
Notes by or on behalf of toe Plan could be considered to constitute an indirect prohibited transaction. 
Moreover, toe acquisition or holding of Notes ch- other indebtedness issued by the Issuer or toe Coissuer 
by or on behalf of a Party in Interest wth respect to a Plan whitto owns or acquires a benefidal interest in 
the Issuer or the Coissuer, as the case may be, also could give rise to an indirect prohibited transaction. 
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Cer&in exemptions from the prohibited transacAton rules oouid be applicable, however, depending in part 
upon the type of Plan Fiduciary making the decision to acquire a Note and the circumstances under vs^ich 
suc^ decision Is made, included among these exemptions are U.S. Department Labor {"DOL") PTE 96- 
23, regarding Investments by certain “in-house asset managers*; PTE 95^0, regarding invesbnents by 
Insurance company general accounts; PTE 90-1, regarding investment by insurance (x>mpany pooled 
separate accounts; PTE 91-38, regarding investments by bank collective investment funds; and PTE 84- 
14, regarding transacttons effected by "quaiifted professional asset managers.* Even if the conditions 
specffied in one or more of these exemptions are met, the scope of the relief provided by these 
exemptions might or might not crover all acts which might be construed as prohibited transactions. If a 
purchase of Notes were to constitute or result in a non-exempt prohibited transaction, the purchase might 
have to be rescinded. 

in additbn, recently enacted legislation (the “Pension Protection Act of 20D6*) provides a 
statutory exemption for prohibited transactions between a plan and a Person that is a party in interest 
(other than a fiduciary or an affUiate that, directly or indirectly, has or exercises discretionary authoiity or 
control or renders investment advice with respect to the assets involved in the transaction) solely by 
reason of providing services to the plan, provided that there is adequate consideration for the transacHbn. 
Prospective investors should consult with their advisors regarding the application of this statutory 
exemptbn. Governmental plans and certain church plans..\^ile not subject b the fiduciary responsibility 
provisions df ERISA or the provisions of Section 4975 of the Code, may nevertheless be subject to local, 
state or other Federal laws that are similar to the foregoing provisbns of ERISA and the Code. 

The DOL, the government agency primarily responsible for administering the ERISA fiduciary 
rufes and tiie prohibited transaction rules under ERISA and Section 4975 of the Code, has issued a 
regulation (the 'Plan Asset Regulation*) which, underspecified circumstances, requires Plan fiduciaries, 
and entitles certain specified relatbnships to a Ptan, b “bok brough’ Investment vehicles (such as 
the issuer) and treat as an “asset* of the Plan each underlying investment made by such Investment 
vehicle. The Plan Asset Regulatbn provides, hovrever, that If equity partidpatldn In any entity by “Benefit 
Plan Investors" is not significant, then the “took-through“ rule will not apply to such entity. The term 
“Benefit Plan Investors* is defined in the Plan Asset Regulatbn, as modified by Sectbn 3(42) of ERISA, 
to Include (I) any empbyee benefit plan (as defined In Sectbn 3(3) of ERISA) that Is subject to Title i of 
ERISA, (ii) any plan described In Seclkm 4975(e)(1) of the Code that is subject to Section 4975 of the 
Code, and (iii) any entity whose underlying assets Include “plan assets* by reason of any such employee 
benefit plan's or plan’s investment In the entity. Equity paitbipation by Benefit Plan Investors in an entity 
is s^nlficant If, Immediately after the most recent acquisition of any equity interest in the entity, 25% or 
more of be value of any class of equity interests in the entity (exduding the value of any interests held by 
certain persons, other than Benefit Plan Investors, exercising control over the assets of the entity or 
providing InNrestment advice to the entity tor a fee (sudi as the Collateral Manager) or any Affiliates of 
such persons (any such person, a “Controlling Person")) Is held by Benefit Plan Investors (the “25% 
Threshold"). 

There is little pertinent authority In this area and securities may change character from debt to 
equity over time due to changing circumstances. Fiduciaries of Plans considering the purchase of Notes 
should consult their counsel in this regard. Hosvever, it is not anticipated that be Class A Notes, be 
Class B Notes or the Class C Notes will constitute “equity interests” In be issuers. Based primarily on the 
unconditbna! cbiigatbn of the issuers to pay interest and to repay principal by a fixed maturity date and 
the creditors’ remedies available to holders of be Class D Notes and be Class E Notes, It is anticipated 
that be Class D Notes and be Class E Notes will not constitute “equity interests" in be Issuers, despite 
their subordinated position In the capital structure of the Issuers. No -measures ^11 be taken to restrict 
investment in the Class D Notes or be Class E Notes by Benefit Plan Investors. 


178 


PSI-M&T,8ank-02-0199 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 PO 00000 


Frm 01148 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1145 


Footnote Exhibits - Page 1897 


The sale of any Note to a Plan Is In no respect a representetion by the Issuer, the Initial 
Purchaser, the Collateral Manager or any of their Affiliates that such an investment meets all relevant 
legal requirements with respect to investments by Plans generally or any particular Plan, or that such an 
investment is appropriate for a Plan generally or any particular, Plan. 

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND 
WARRANT) THAT EITHER (A) IT IS NOT A PLAN. OR A GOVERNMENTAL OR CHURCH PLAN 
WHICH IS SUBJECT TO ANY FEDERAL. STATE OR LOCAL LAW THAT IS SIMILAR TO THE 
PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE 
CODE. OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN 
PURSUANT TO 29 C.F.R. SECTION 2510.3-101 AS MODIFIED BY SECTION 3(42) OF ERISA, OR 
OTHERWISE. OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A 
NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF 
THE CODE (OR. IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN. A NON-EXEMPT 
VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL. STATE OR LOCAL UW). 

It should be noted that an insurance compan/$ general account may be deemed to include 
assets of ERISA Plans under certain circumstances, e.g.. where an ERISA Plan purchases an annuity 
conti^ct issued by such an insurance company, based on the reasoning of the U.S. Supreme Court in 
John Hancock Mutuat Ufa Ins. Co. v. Harris Trust and Savings Bank, 510 U.S. 86 (1993). An Insurance 
company considering the purchase of Notes with assets of its general account as a wholly owned 
subsidiary therec^ shMild consider such purchase and the insurance company's ability to make the 
representations described above In light of John Hancock, Section 401(c) of ERISA and 29 C.F.R. 
§2550;401c1. 

The discussion of ERISA and Section 4975 of the Code contained in tois Offering Circular, is. of 
necessity, general, and does not purport to be complete. Moreover, the provisions of ERISA and Section 
4975 of the Code are subject to extensive and continuing administrative and judicial Interpretation and 
review. Therefore, the matters discussed above may be affected by future regulations, rulings and court 
decisions, some of which may have retroactive application and effect. 

Tax penalty avoidance 

The summary of ERISA considerations contained herein was written to support the promotion 
and marketing of the Notes, and was not intended or vwitten to be used, and cannot be used, by a 
taxpayer for the purpose of avoiding any U.S. federal tax penalties that may be imposed. Each taxpayer 
should seek ad>^ce based on the taxpayer's particular circumstances from an independent tax advisor. 
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PLAN OF DiSTRlBUTION 

The issuers and the Initiai Purchaser will enter into a Note Purchase Agreement (the "Note 
Purchase Agreement*) relating to the offering and sale of the Notes. In the Note Purchase Agreement, 
the Issuers have agreed to sell to the Initial Purchaser, and the Initial Purchaser will agree to purchase, 
the entire principal amount of the Notes. The Notes purchased by the Initial Purchaser, if any, vwll be 
privately placed with eligible investors by the Initial Purchaser. The obligations of the Initial Purchaser 
under the Note Purchase Agreement are subject to ^e satisfection of certain conditions in the Note 
Purchase Agreement The Issuer pay ail fees and expenses In connection with this offering as set 
forto in the Note Purchase Agreement. Pursuant to the Note Purchase Agreement, the Issuers will agree 
to indemnify toe initiai Purchaser against certain liabilities, including liabilities under the Securities Act. or 
to contribute to payments it may be required to make in respect thereof. 

The Issuers have been advised by toe Initiai Purchaser that the Initial Purchaser proposes to sell 
the Notes (i) to Qualified Purchasers who are also (a) Qualified Institutional Buyers pursuant to Rule 144A 
or (b) Institutional Accredited Investors pursuant to Section 4(2), and (ii) to certain persons In crffshore 
tiansactbns in reliance Regulation S under toe Securities Act. Buyers of the Notes may be required to 
make certain representetions with respect to their ability to Invest in the Notes. 

The Notes are offered subject to prior sale, to withdrawal, cancellation or modification of the offer 
without notice, to the right of toe initial Purchaser to reject any order in ^^ole or in part for any reason and 
to certain other conditions. 

United States 

The Notes have not been and will not be registered under the Securities Act and may not be 
offered or sold within the United States or to. or for the account or benefit of, U.S. Persons except In 
accordance with Regulation S or pursuant to toe exemptions from the registration requirements under toe 
Securities A<rt provided by Rule 144A. 

(1) In the Note Purchase Agreement, the Initial Purchaser will represent and agree that it has 
offered or sold Notes and will offer or sell Notes (a) as part of its distribution at any time 
and (b) otherwise until 40 days after toe completion of toe distribution of the Notes, only 
in accx)rdance with Rule 903 of Regulation S or Rule 144A or any other available 
exemption from the Registration requirements of the Securities Act. Accordingly, the 
Initial Purchaser will represent and agree that neither it, its affiliates (if any) nor any 
persons acting on their behalf have engaged or v«l! engage In any directed selling efforts 
(v^hln the meaning of Regulation S) ^h respect to the Notes, and they have complied 
and will comply wito the offering restrictions requirements of Regulation S. 

(2) In the Note Purchase Agreement the Inittel fhjrchaser will agree that (I) It will not solicit 
offers for, ex' offer or sell, any of the Notes by any form of general solicitation or general 
advertising (as those terms are used in Regulation D under the Securities Acrt) or In any 
manner inw^lvlng a public offering within toe meaning of Section 4(2) of the Securities 
Act, (Ii) it vril! elicit offers for toe Notes only frc»n, and will offer the Notes only to, persons 
toat (A) It r^sonably believes to be. in the case of offers inside the United States or to 
U.S. Persons, Quaiiffed institutionai Buyers or institutional Accredited Investors, who are 
also Qualiffed Purchasers or (B) in the case of offers outside the United States, are non- 
U.S. Persons; and (iii) with respect to offerc and sales of the Notes outside the United 
States that it will not offer, sell or deliver any of the Notes in any jurisdiction outside toe 
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Unfted States except under circumstances that will result In compliance witti the 
applicable thereof. 

United Kingdom 

Pursuant to the Purchase Agreement, the Inibai Purchaser will represent and agree that: 

(1) It Is a person wtK»e ordinary activities Involve It in acquiring, holding, managing or 
’ disposing of investments (as principal or agent) for the purposes of Its business and (it) it 

has not offered or sold and will not offer or sell any Notes other than to per^ns whose 
ordinary activities Involve them in acquiring, holding, managing or disposing of 
investments (as principal or as agent) for the purposes of their businesses or who It is 
reasonable to expect wii! acquire, hold, manage or Dispose of Investments (as principal 
or agent) for die purposes of their businesses where the Issue of the Notes wouid 
otherwise constitute a contravention of Section 19 of the FSMA by the Issuer; 

(2) it has only communicated or caused to be communicated and will only communicate or 
cause to be communicated an invitation or inducement to engage in inv^estment activity 
(vnthin the meaning of Section 21 of toe Rnanciai Services and Martlets Act 2000 
("FSMA*)) received by it in connection vi^h the issue or saie of any Notes in 
circumstances in which Section 21 (1 ) of toe FSMA does not apply to the Issuer; and 

(3) it has complied and will comply wto all applicable provisions of the FSMA with respect to 
anything done by it In relation to any Notes in, horn or otherwise involving the United 
Kingdom. 

Cayman islands 

The Initial Purchaser has represented and agreed that it has not made and will not make any 
invitation to any member of the public in the Ca^an islands to subscribe for any of the Notes (or the 
Preference Shares). 

General 

1lie Issuers and the Collateral Manager extend to each prospective Investor the opportunity to 
ask questions of, and receive answers from, the Issuers and the Coilaterai Manager concerning toe Notes 
and toe terms and oinditions of this Offering and to obtain any additional Infomnation it may consider 
necessary In making an informed investment decision and any Information necessary in order to verify the 
accuracy of the information set forth herein, to the extent the Issuers, or the Collateral Manager 
possesses toe same. Requests for such additional information can be directed to Gemstone COO Vil 
Ltd., c/o Maples Finance Limited, P.O. Box 1093GT, Queensgate House, South Church Street, George 
Town, Grand Cayman, Ca^an Islands; Gemstone CDO VII Corp., c/o Puglisi & Associates. 850 Ubrary 
Avenue Suite 204, Newark. Delavrare 19711; and H8K Investments L.P.. 300 Crescent Court Suite 700, 
Dallas, Texas 75201, Attention: Fixed Income Divlslon.- 

No acticm has been or iwll be taken in any jurisdiction toat would permit a public offering of toe 
Notes or possession, circulation or distribution of this Offering Circular or any other offering material 
relating to the Issuer of the Notes in any countiy or jurisdiction where action for that purpose is required. 
Accordingly, toe Notes may not be offered or sold, directly or indirectly, and neitoer this Offering Circular 
nor any other offering materia! or advertisements in connection with the Notes may be distributed or 
published, in or from any country or Jurisdiction, except under circumstances that will result In compliance 
with any applicable rules and regulations of any such country or Jurisdlctfon. Purchasers of the Notes 
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may be required to pay stamp taxes and other charges in accordance with the laws and practices of the 
country of purchase in addition to the purchase price. 

The Notes are nev^ issued securities Ibr v^ich there cunenQy is no market The initial 
Purchaser has advised the Issuer that the initial Pun^ser presently does not intend to make a market in 
the Notes. 

Certain of the Underling Assets may have been originally undenvritten, originated or placed by 
the initial Purdiaser or its affiliates. In addition, the Initiai Purchaser and Its affiliates may have in Ure past 
and may In the future perform investment banking service, commercial banking services or other 
services for issuers of die Underlying Assets. 
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TRANSFER RESTRICTIONS 

Because of the follovwng resWctlons. purchasers are advised to consult legal counsel prtor to 
maWng any offer, resale, pledge or transfer of Notes. 

Investor Repmseatstions on Original Purchase . Eac^ Original Purchaser of Notes from the initiai 
Purdiaser will be deemed to acknowledge, represent to and agree with the Issuers and the Initial 
Purchaser as follows: 

(1) No Governmental Approval. The purchaser understands that foe Notes have not been 
approved or disapproved by the SEC or any other governmental authority or agency of 
any jurisdiction, nor has the SEC or any other governmental aufoonty or agency passed 
upon foe accuracy or adequacy of this Offering Circular. Any representatbn to foe 
contrary is a chminai offense. 

(2) Certification Upon Transfer. If required by the Indenture, the purchaser wIB, prior to any 
sale, pledge or other transfer by it of any Note (or any Interest therein), obtain from the 
transferee and deliver to foe Issuers, the Tnjstee and the Note Registrar a duly executed 
transfer certificate addressed to each of foe Issuers, the Trustee and the Note Registrar 
in foe form of the relevant exhibit attached to foe Indenture and such other certificates 
and other Information as the Issuers, the Trustee or the Note Registrar may reasonably 
require to confirm that the proposed transfer substantially complies with the bansfer 
resfoctions set forth in foe indenture and described herein. 

(3) Minimum Denominations; Form of Notes. The purchaser agrees that no Note (or any 
interest therein) may be sold, pledged or otherwise transferred in a denomination of less 
foan the applicable required minimum denomination set forth in the indenture and 
described herein. 

(4) Securities Law Limitations on Resale. The purchaser understands that the Notes have 
not been registered under the Securities Act and, therefore, canned be offered or sold in 
foe United States or to U.S. Persons (as defined in Rule 902(k) under the Securities Art) 
unless they are registered under the Securities Act or unless an exemption from 
registration is available. Accordingly, foe certificates representing the Notes will bear a 
legend staling that such Notes have not been registered under the Securities Act and 
setting forth certain of the restrictions on transfer of the Notes described herein. The 
purchaser understands that the issuers have no obligation to register any of the Notes 
under the Securities Act or to comply v^th foe requirements for any exemptiori from foe 
registration requirements of the Securities Act (r^her than to supply informatton specified 
in Rule 144A(d)(4) of the Securities Act as required by the indenture). 

(5) Qualified Institutional Buyer, Institutional Accredited Investor or NonAJ.S. Person Status; 
Investment Intent In the case of a purchaser who takes delivery of Notes In the form of a 
Restricted Note, (a) it is a Qualified Institutional Buyer or, in respect of certain Original 
Purchasers, an Institutional Accredited Investor, and (b) Is acquiring the Notes for its own 
account for investment pu^oses and not with a view to foe distfibutbn thereof (except in 
accordance with Rule 144A). In the case of a purchaser who takes delivery of Notes in 
the form of a Regulation S Note, (a) it is not a U.S. Person (as defined in Rule 902{k) 
under the Securities Act), (b) it is purchasing surti Notes for its own account and not for 
the account or benefit of a U.S. Person and (c) it understands that prior to the end of foe 
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Distribution Compliance Period, interests in a Regulatlcm S Note may be held only 
through Eurodear or Ciearetream. 

(6) Purchaser Sophlstica^on; Non-ReHance; Suitability: Acce^ to informa^on. The 
purchaser (a) has such imosK^edge and experience in financial and business matters that 
the purdiaser is capable of evaluating the merits and risks (including for tax, legal, 
regulatory, accounting and other financial purposes) of its prc^pecdve investment in tiie 
Notes, (b) is financiatty able to bear such risk, (c) In making such investment is not relying 
on the advice or recommendations of the Initial Purchaser, foe issuer, the Co-issuer, the 
CoMaterai Manager or any of their respective afUitates (or any representative of any of the 
foregoing) and (d) has determined that an Investrhent In the Notes is suitable and 
appropriate for it The purchaser has received, and has had an adequate opportunity to 
review the contents of, this Offering Ckcutar. The purchaser has had aixess to such 
financial and other infomiation concerning the Issuers and the Notes as it has deemed 
necessary to make its own independent decision to purchase Notes, including the 
opportunity, at a reasonable time prior to its purchase of Notes, to ask questions end 
receive answers concerning the Issuers and foe terms and conditions of the dfering of 
the Notes. 

(7) Certain Resale Limitations; Rule 144A, No Note (or any interest foerein) may be offered, 
sold, pledged or otherwise transferred to (a) a transferee acquiring a Restricted Note 
except (!) to a transferee whom foe seller reasonably believes is a Qualified Institutional 
Buyer, purchasing for Its ovw> account, to whom notice is given that foe resale, pledge or 
other transfer is being made in reliance on the exemption from the registration 
requirements of foe Securities Act provided by Rule 144A, (il) to a transferee that is a 
Qualified Purchaser, (Hi) to a transferee that is not a Row-Through Investment Vehicle 
(other than a Qualifying investment Vehicle), (iv) If such transfer is made in compliance 
with the certification (if any) and other requirements set forth in the indenture and (v) if 
such transfer Is made in accordance with any applicable securities laws of any state of 
the United States and any other relevant jurisdiction or (b) a transferee acquiring an 
Interest In a Regulation S Note except (1) to a transferee that Is a non-U.S. Person 
acquiring such interest in an offshore transat^bn (within the meaning of Regulation S) in 
accordance with Rule 904 of Regufatbn $, (ii) if such transfer is made in compliance with 
the certificatbn (If any) and other requirements set forth in the Indenture and (iil) if such 
transfer is made in accordance with any applicable securities laws of any state of the 
United States and any other relevant jurisdiction. 

(8) Limited Liquidity. The purchaser understands that there is no market for Notes and that 
no assuiance can be given as to the liquidity of any trading market for Notes and that It is 
unlikely that a trading market for any of the Notes will develop. The purchaser furfoer 
understands that, although the Initial Purchaser may horn time to time make a mark^ in 
Notes, foe Initiat Purchaser is under no obligation to do so and, following the 
commencement of any market-making, it may discontinue foe same at any time. 
Accofoingly, the purchaser must be prepared to hold Notes for an Indefinite period of time 
or until their maturlfy. The purchaser forther understands that the Notes are limited- 
recourse obligations of the Issuers, payable solely from foe Collateral In aa»rdance with 
foe Prtorlty of Payments. 

(9) Investment Company Act. The purchaser either (a) is not a U.S. resident (v^^htn the 
meaning of the Investinent Company Act) or (b) Is a Qualified Purchaser. The purchaser 
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agrees that no sate, pledge or ottmr transfer.of a Note (or any Interest therein) may be 
made (m) unless such transfer is made to a transferee who, If a U.S. resident (within the 
meaning of the investment Company Act), is a Qualified Purchaser or (n) if such transfer 
v^uld have the effect of requiring either of ffte issuers to register as an investment 
company under the Investment Company Ad. ff the purchaser Is a U.S. resident that is 
an entity that would be an investment company but for the exception provided for in 
Section 3(c)(1) or Sedion 3(c)(7) of the Investment Company Act (any such entity, an 
"excepted Invesbnent company*): (x) aR of the beneficial owiers of outstanding 
seoirities (other ffian short-term paper) of such entity (sudi beneficial owners determined 
in accordance vrith Sedion 3(c)(1 )(A) of the investment Company Ad) that acquired such 
securities on or before April 30, 1996 ("pre-amendment beneficial owners"); and (y) all 
pre-amendment benefidal owners of the outstanding securities (other fiian short-term 
paper) of any excepted investment «3mpany that, directiy or indirecdy, owns any 
outstanding securities of such entity, have consented to such entity's treatment as a 
Qualified Purchaser in accordance with the Investment Conripany Ad. 

Each purchaser of a Restrlded Note Of an Interest therein will be deemed to represent at 
the time of purchase that the purchaser is (a) a Qualified institutional Buyer (or, in respect 
of certain Original Purchasers, an Institutional Accredited Investor) and (b) a Qualified 
Purchaser. 

(10) CerUncsVons Related to Tax Withholding. The Purchaser understands that the Issuer 
may require certificatton acceptable to it (a) to permit the Issuer to make payments to it 
without, or at a reduced rate of, withholding or (b) to enable the issuer to qualify for a 
reduced rate of withholding In any jurisdtdton fiorn or through which the issuer receives 
payments on its assets, The Purchaser agrees to provide any such certification that is 
requested by the issuer. 

(11) Tax Treatment. The Purchaser agrees by its acquisition of the Note or Notes- that for 
purposes of U.S. federal income, state and local income and franchise tax and any other 
Income taxes, it wili treat the Notes as indebtedness of issuer acknowledges that the 
Issuer wili be treated as a corporation and that the Preference Shares will be treated as 
equity in the issuer, and agrees to take no action inconsistent with such treatment, unless 
required by law. 

(12) ERISA. In the case of each purchaser of a Note either that (i) it is not, and is not acting 
on behalf of, an employee benefit plan within the meaning of Section 3(3) of ERISA that 
is subject to Title } of ERISA, a plan within the meaning of Section 4975(e}(1 ) of the Code 
that is subject to Section 4975 of the Code, a governmental or church plan which Is 
subject to any Federal, state or iocel law that is similar to the prohibited transaction 
provisions of Section 406 of ERISA or Section 4975 of the Code or an entity whfdi is 
deemed to hold the assets of any such plan pursuant to 29 C.F.R. §2510.3-101, as 
modified by Section 3(42) of ERISA, or othervrise or (ii) its purchase and ownership of the 
Notes will not resuR in a non-exempt prohibited transaction under Section 406 of ERISA 
or Section 4975 of ihe Code (or, in the case of a governmental or diurcrfi plan, a non- 
exempt violation of any similar U.S. Federal, slate or local law). 

(13) Limitations on Flow-Through Status. In the case of a purchaser that Is a U.S. resident 
(within tile meaning of the investment Company Act), the purchaser represents that, 
unless the purchaser Is a Qualifying Investment Vehicle, (a) if the purchaser wsuld be an 
investment company but for the exception In Section 3(c)(1) or Section 3(c)(7) of the 

185 


PSl-M&T_Bank-02-0206 


12:16 May 12, 2011 Jkt 066050 PO 00000 


P:\DOCS\66050.TXT SAFFAIRS 


VerDate Nov 24 2008 


Frm 01155 Fmt 6602 Sfmt 6602 


PsN: PAT 



1152 


Footnote Exhibits - Page 1904 


Investment Company Act, Sie amount of ^e purchasei^s investment in the Notes and 
Preference Shares does nc^ exceed [40p& of the total assete (determined on a 
consolidated basis with its subsidiaries) of the purchaser; (b) no person owning any 
equity or similar interest in the purchaser has the ability to control any investment 
dedsion of the purchaser or to determine, on an Investment-by-investment basis, the 
amount of such person's contributbn to any investment made by die purchaser, (c) the 
purchaser was not organized or reorganized for the specific purpcse of acquiring Notes 
or Preference Shares: and (d) no additional capital or similar contributions were 
speclhcaily soiicited from any person owning an equity or similar interest in the purchaser 
for the purpose of enabling the purchaser to purchase Notes or Preference Shares (any 
such transferee in (a), (b), (c) or (d) above being herein referred to as a "Flow-Through 
Investment Vehicle"). For this purpose, a "Qualifying Investment Vehicle" is an entity 
as to which all of d^e beneficial owners of any securities Issued by such entity hav^ 
made, and as to ^ich (in accordance vdth the document pursuant to which such entity 
was organized or the agreement or other document governing such securities) each such 
beneficial owner must require any transferee of any such security to make, to the issuer 
or die issuers, as the case may be, and the Trustee and the Note Registrar (in the case 
of the Notes) or the Preference Shares Transfer Agent (in the case of the Preference 
Shares) each of the representations set forth herein and in the Indenture and the 
Preference Share Paying Agency Agreement required to be made upon transfer of any of 
die relevant Class of Notes or Preference Shares (with modificattons to such 
representations satisfactory to the Issuer, the Co-Issuer, the Trustee, the Note Registrar 
and the Preference Share Transfer Agent (as applicable) to reflect the indirect nature of 
the interests of such beneficial ovmers in such Notes or Preference Shares. If the 
purchaser Is a Flow-Through Investment Vehicle, the purchaser represents and warrants 
that either (x) none of the beneficial owners of to securities are U.S. residents (virfthin the 
meaning of the Investment Company Act) or (y) some or all of the beneficial owners of Its 
securities are U.S. residents (within the meaning of the investment Company Act) and 
each such beneficia! owner has certified to the purchaser that It is a Qualified Purchaser, 
if the purchaser is a Flow-Through Investment Vehicle, the purchaser also represents 
and warrants that it has only one dass of securities outstanding (other than any nominal 
share capital the distributions in respect oi which are not correlated to or dependent upon 
distributions on, or the performance of, the N^es or Preference Shares). 

(14) Certain Transfers Void, in the case of a purchaser who takes delivery of Notes in the 
form a Restricted Note, the purchaser agrees that (a) any sale, pledge or odier transfer 
of a Note (or any interest therein) made in viotatton of the transfer restrictions confelned 
in Indenture and described herein, or made based upon any false or inaccurate 
representation made by the purchaser or a transferee to the issuer, the Co-Issuer, the 
Trustee or the Note Registrar will be void and of no force or effect and (b) none of the 
issuer, the Co-Issuer, the Trustee and die Note Registrar has any obligation to recognize 
any sale, pledge or other transfer of a Note {<x any interest therein) made In vblation of 
any such dansfer restriction or made based upon any such false or inaccurate 
representatton. 

The Indendjre provides diat if, notwithstanding the restrictions on transfer contained 
therein, either the Issuers detemilnes that any beneficial owner of a Restricted Note (or 
any interest therein) (a) is a U.S. Person and (b) is not both a Qualified InsdUitionai Buyer 
(or, In respect of certain Original Purchasers, an Institutional Accredited Investor) and a 
Qualified Pur^aser, then either of the Issuers may require, by notice to such beneficial 
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owner, that such beneficial ovmer sell all of Its right, title and interest to such Restricted 
Note (or interest therein) to a person that is (i) a non-U.S. Person in a transfer for an 
interest in a Regulation S Note, or (li) both a Qualified Institutional Buyer and a Qualified 
Purchaser, with sudi sale to be effected ^hin 30 days after notice of such sale 
requirement is given. If sudi beneficial owner feiis to e^ct the transfer required witiiin 
such 30-day perkxl, (y) upon direction from ttie Cdlatera) Manager or the Issuer, the 
Trustee, on behalf of and at the expense erf the Issuer, shall cause such beneficial 
owner's interest in sud) Note to be transferred in a commercially reasonable sale 
(conducted by an investment bank selected by the Trustee with fee consent of fee 
Collateral Manager In accordance with Section 9-610(b) of fee Uniform Commercial Code 
as in afreet in the State of New York as applied to securities that are sold on a recognized 
market d that may decline speedily in value) to a person to whom such Note (d interest 
therein) may be transferred in accordance with the transfer restrictions set ^h in fee 
indenfore and (z) pending such transfer, no fertiier parents will be made in respect of 
such Note held by sudi beneficla! owner. 

(15) Reliance on Representations, etc. The purchaser acknowledges feat fee issuers, fee 
initial Purdiaser and the Tajstee will rely upon the truth and accuracy of the foregdng 
ackno\^edgments, representations and agreements and agrees feat, if any of the 
acknowledgments, representations or warranties made or deemed to have been made by 
it in connection with its purchase of Notes are no longer accurate, the purchaser wll 
promptly nerfify fee issuers, fee initial Purchaser and fee Tnjstee. 

(16) Cayman Isiands. The purchaser is not a member of fee public in fee Cayman Islands. 

(17) USA PATRIOT Act. To the extent applicable to fee issuers, the Issuers may impose 
additional transfer restrictions to comply with the USA PATRIOT Act and other similar 
laws or regulattons, end each benefldal owner of a Note is deemed to have agreed to 
comply with such transfer restrictions. The Issuers shall notify the Trustee, fee Note 
Registrar and the Share Registrar of any such restrictions. 

(18) Legend for Notes. The purchaser understands and agrees that a legend in substantially 
fee following form will be placed on eadi certificate representing any Regulation S Global 
Note: 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES 
ACT OF 1933, AS AMENDED (THE "SECURITIES ACF). OR THE SECURITIES LAWS OF 
ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY BE 
RESOLD. PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHICH 
TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM OF A 
RESTRICTED NOTE AND WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED 
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES 
ACT ("RULE 144A’). PURCHASING FOR ITS OWN ACCOUNT. TO WHOM NOTICE IS GIVEN 
THAT THE RESALE. PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON 
THE EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR 
(2) TO A ^ON-U.S. PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH 
RULE 904 OF REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"). (B) IN 
COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN 
THE INDENTURE REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY 
APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES AND ANY 
OTHER RELEVANT JURISDICTION. 
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NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT 
COMPANY ACT OF 1940, AS AMENDED (THE INVESTMENT COMPANY ACr). NO 
TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF 
THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. 
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A 
■QUAUFIED PURCHASER' AS DEFINED IN SECTION 2(a)(51KA) OF THE INVESTMENT 
COMPANY ACT AND RELATED RULES, A 'KNOWLEDGEABLE EMPLOYEE' WITH RESPECT 
TO EITHER OF THE ISSUERS (WITHIN THE MEANING OF RULE 3o-5 UNDER THE 
INVESTMENT COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS 
IS A QUALIFIED PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A 
'QUAUFIED PURCHASER') TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN 
THE FORM OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT 
OF REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY 
UNDER THE INVESTMENT COMPANY ACT OR (C) OTHER THAN IN THE CASE OF A 
TRANSFEREE WHO ACQUIRES AN INTEREST IN A REGULATION S GLOBAL NOTE AFTER 
THE END OF THE DISTRIBUTION COMPLIANCE PERIOD IN AN OFFSHORE TRANSACTION 
EFFECTED IN ACCORDANCE WITH RULE 904 OF REGULATION S. SUCH TRANSFER 
WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW- 
THROUGH INVESTMENT VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE 
(EACH AS DEFINED IN THE INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR 
INTEREST HEREIN) IN THE FORM OF A RESTRICTED NOTE. 

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE 
(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S. 
RESIDENT AND IS (A) A DEALER DESCRIBED IN PARAGRAPH (a)(1)(li) OF RULE 144A 
WHICH OWNS AND INVESTS ON A DISCRETIONARY BASIS LESS THAN U.S.$25,t)00,000 IN 
SECURITIES OF ISSUERS THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B) 
A PLAN REFERRED TO IN PARAGRAPH (a)(1)(l)(D) OR (a)(1)(i)(e) OF RULE 144A OR A 
TRUST FUND REFERRED TO IN PARAGRAPH (a)(1)(l)(F) OF RULE 144A THAT HOLDS THE 
ASSETS OF SUCH A PLAN, UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE 
PUN ARE MADE SOLELY BY THE FIDUCIARY, TRUSTEE OR SPONSOR OF SUCH PUN. 

EACH ORIGINAL PURCHASER AND TRANSFEREE Wia BE DEEMED TO REPRESENT AND 
WARRANT) THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN 
WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL UW THAT IS SIMIUR TO THE 
PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 
OF THE CODE. OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH 
PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3{42) OF 
ERISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL 
NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF 
ERISA OR SECTION 4975 OF THE CODE {OR, IN THE CASE OF A GOVERNMENTAL OR 
CHURCH PLAN. A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL. 
STATE OR LOCAL LAW). 

EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE 
REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND. 
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THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY NOT BE HELD AT ANY TIME BY 
A U.S. PERSON WHO IS NOT A QUALIFIED PURCHASER. THIS NOTE OR ANY BENEFICIAL 
INTEREST HEREIN MAY BE TRANSFERRED TO A PERSON WHO TAKES DELIVERY IN THE 
FORM OF AN INTEREST IN A RESTRICTED NOTE OR (IN CERTAIN LIMITED 
CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE CASE OF AN INTEREST IN A 
RESTRICTED GLOBAL NOTE) IN ACCORDANCE WITH APPLICABLE PROCEDURES (AS 
DEFINED IN THE INDENTURE) AND (IN THE CASE OF A DEFINITIVE NOTE) UPON 
RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER CERTIFICATE BY THE 
TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE FORM SPECIFIED IN THE 
INDENTURE. 

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER 
GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN 
ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$SOO,000 OR INTEGRAL 
MULTIPLES OF U.S.$1,000 IN EXCESS THEREOF. 

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL 
TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER 
SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES 
TO COMPLY WITH SUCH TRANSFER RESTRICRONS. 

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE 
DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS 
NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY 
WITH THE REQUIREMENTS SET FORTH IN THS NOTE OR THE INDENTURE, THEN THE 
PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE 
REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE 
TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A 
REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER 
WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE 
OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET 
SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS 
OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS 
LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH 
TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE 
JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL 
INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY 
TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE 
INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AS INITIO, AND WILL 
NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING 
ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY 
INTERMEDIARY. 

The purchaser understands and agrees that a legend In subslantially the foltowing form will be 
placed on each 'certificate representing any Restricted Global Note: 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES 
ACT OF 1933, AS AMENDED (THE "SECURITIES ACT), OR THE SECURITIES LAWS OF 
ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY BE 
RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHOM 
THE SELLER REASONABLY BELIEVES IS A "QUALIFIED INSTITUTIONAL BUYER" WITHIN 
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THE MEANING OF RULE 144A UNDER THE SECURITIES ACT {“RUUE 144A-), PURCHASING 
FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR 
OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM 
SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (2) TO A NON-U.S. 
PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE ^4 OF 
REGULATION S UNDER THE SECURITIES ACT ('REGULATION S’), (8) IN COMPLIANCE 
WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE INDENTURE 
REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES 
LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER RELEVANT 
JURISDICTION. 

NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT 
COMPANY ACT OF 1940, AS AMENDED (THE INVESTMENT COMPANY ACT). NO 
TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF 
THE ISSUERS. THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. 
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A 
’QUAUFIEO PURCHASER’ AS DEFINED IN SECTION 2{a)(51)(A) OF THE INVESTMENT 
COMPANY ACT AND RELATED RULES. A ’KNOWLEDGEABLE EMPLOYEE’ WITH RESPECT 
TO THE ISSUER (WITHIN THE MEANING OF RULE 3c-5 UNDER THE INVESTMENT 
COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS IS A QUALIFIED 
PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY. A ’QUALIFIED 
PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM 
OF A RESTRICTED NOTE. (B) SUCH TRANSFER WOULD HAVE THE EFFECT OF 
REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY 
UNDER THE INVESTMENT COMPANY ACT OR (C) SUCH TRANSFER WOULD BE MADE TO 
A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW-THROUGH INVESTMENT 
VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED IN THE 
INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE 
FORM OF A RESTRICTED NOTE. 

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE 
(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH 
TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS (A) A 
DEALER DESCRIBED IN PARAGRAPH- (a)(1)(ii) OF RULE 144A WHICH OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN U.S.$25.000.000 IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B) A PLAN REFERRED TO IN 
PARAGRAPH (a){1Mi)(D) OR (a)(1)(i)(E) OF RULE 144A OR A TRUST FUND REFERRED TO 
IN PARAGRAPH {a)(1)(I)(F) OF RULE 144A THAT HOLDS THE ASSETS OF SUCH A PLAN. 
UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE SOLELY BY 
THE FIDUCIARY. TRUSTEE OR SPONSOR OF SUCH PLAN. 

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND 
WARRANT) THAT EITHER (A) IT IS NOT A PLAN. A GOVERNMENTAL OR CHURCH PLAN 
WHICH IS SUBJECT TO ANY FEDERAL. STATE OR LOCAL LAW THAT IS SIMILAR TO THE 
PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 
OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH. 
PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF 
EREISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL 
NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF 
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ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR 
CHURCH PLAN, A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL, 
STATE OR LOCAL LAW). 

EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE 
REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND, 

THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY BE TRANSFERRED TO A 
PERSON WHO TAKES DELIVERY IN THE FORM OF AN INTEREST IN A REGULATION S 
NOTE OR (IN CERTAIN LIMITED CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE 
CASE OF AN INTEREST IN A REGULATION S GLOBAL NOTE) IN ACCORDANCE WITH 
APPLICABLE PROCEDURES (AS DERNED IN THE INDENTURE) AND (IN THE CASE OF A 
DEFINITIVE NOTE) UPON RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER 
CERTIFICATE BY THE TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE 
FORM SPECIRED IN THE INDENTURE. 

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER 
GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN 
ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500,000 OR INTEGRAL 
MULTIPLES OF U,S.$1,000 IN EXCESS THEREOF. 

TO THE EXTENT APPLICABLE tO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL 
TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER 
SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES 
TO COMPLY WITH SUCH TRANSFER RESTRICTIONS. 

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE 
DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS 
NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY 
WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE 
PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE 
REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE 
TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A 
REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER 
WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE 
OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET 
SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS 
OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS 
LEGEND, AND SUCH PURPORTED TFtANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH 
TRANSFEREE TO TAKE. ALL FURTHER ACTION NECESSARY OR DESIRABLE. IN THE 
JUDGMENT OF THE ISSUER. TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL 
INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY 
TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE 
INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AB INITIO, AND WILL 
NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING 
ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY 
INTERMEDIARY. 

IF, NOTWITHSTANDING THE RESTRICTIONS SET FORTH IN THIS NOTE OR THE 
INDENTURE, EITHER OF THE ISSUERS DETERMINES THAT ANY HOLDER OF THIS 
RESTRICTED NOTE OR AN INTEREST HEREIN (I) IS A U.S. PERSON AND (II) IS NOT BOTH 
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A QUALIFIED INSTITUTIONAL BUYER (OR, IN RESPECT OF CERTAIN ORIGINAL 
PURCHASERS, AN INSTITUTIONAL ACCREDITED INVESTOR) AND A QUALIFIED 
PURCHASER, THE ISSUERS SHALL REQUIRE, BY NOTICE TO SUCH HOLDER, AS THE 
CASE MAY BE, THAT SUCH HOLDER SELL ALL OF ITS RIGHT, TIUE AND INTEREST TO 
THIS NOTE (OR INTEREST HEREIN) TO A PERSON THAT IS (1) A NON-U.S. PERSON IN A 
TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) A QUALIFIED 
INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER. WITH SUCH SALE TO BE 
EFFECTED WITHIN 30 DAYS AFTER NOTICE OF SUCH SALE REQUIREMENT IS GIVEN. IF 
SUCH HOLDER FAILS TO EFFECT THE TRANSFER REQUIRED WITHIN SUCH 30-DAY 
PERIOD. (X) UPON WRITTEN DIRECTION FROM THE COLLATERAL MANAGER OR THE 
ISSUER. THE TRUSTEE SHALL, AND IS HEREBY IRREVOCABLY AUTHORIZED BY SUCH 
HOLDER TO. CAUSE ITS INTEREST IN THIS NOTE TO BE TRANSFERRED IN A 
COMMERCIALLY REASONABLE SALE (CONDUCTED BY AN INVESTMENT BANK 
SELECTED BY THE TRUSTEE WITH THE CONSENT OF THE COLLATERAL MANAGER IN 
ACCORDANCE WITH SECTION 9-610(b) OF THE UCC AS APPLIED TO SECURITIES THAT 
ARE SOLD ON A RECOGNIZED MARKET OR THAT MAY DECLINE SPEEDILY IN VALUE) TO 
A PERSON THAT CERTIFIES TO THE TRUSTEE. THE ISSUERS AND THE COLLATERAL 
MANAGER. IN CONNECTION WITH SUCH TRANSFER. THAT SUCH PERSON IS (1) A NON- 
U.S. PERSON IN A TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) BOTH 
A QUALIRED INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER. AND (Y) PENDING 
SUCH TRANSFER. NO FURTHER PAYMENTS WILL BE MADE IN RESPECT OF THE 
INTEREST IN THIS NOTE, AND THE INTEREST IN THIS NOTE SHALL NOT BE DEEMED TO 
BE OUTSTANDING FOR THE PURPOSE OF ANY VOTE OR CONSENT OF THE 
NOTEHOLDERS. 

Investor Representations on Resale . Except as provided In the remainder of this paragraph, 
each transferee of a Note will be required to deliver to the issuers, the Trustee and the Note Registrar a 
duly executed transferee certificate in the form of the relevant exhibit attached to the Indenture and such 
other certificates and other information as the Issuer, the Co-Issuer, the Trustee or the Note Registrar 
may reasonably require to confiim that the proposed transfer complies v^th the transfer restrictions 
contained in this Offering Circular. An owner of a beneficial interest In a Regulation S Global Note may 
transfer such Interest In the form of a beneficial Interest In such Regulation S Global Note without the 
proviston of written certification, provided that such transfer Is not made to a U.S. Person or for the 
account or benefit of a U.S. Person and is effected, prior to the expiration of the Distribution Ccxnpliance 
Period, through Eunoclear or Ctearstream or, after the expiration of the Distribution Compliance Period, 
through a clearing system c^her than Euroclear or Clearstream, in an offshore transaction as required by 
Regulation S and cmiy In accordance with the Applicable Procedures. An owner of a benencial interest in 
a Restricted Global Note may transfer such interest In the of a beneficial interest In such Restricted 
Global Note without the provision of witten certification if the Transferee is a Qualified institutional Buyer 
that is also a Qualified Purchaser. 

Pursuant to such transferee certificate, (a) the transferee will ardcnowfedge, represent to and 
agree with the Issuers, the Trustee and the Note Registrar as to the n^atters set form in each of 
paragraphs (1) through (18) above (other than paragraphs (5), (6) and (8) above) as If eat* reference 
therein to "the purchaser* were Instead a reference to the transferee and (b) further represents to and 
agrees with the Issuers, the Trustee and the Note Registrar as fotiows: 

(1) In toe case of a transferee who takes delivery of Restricted Notes, It (a) Is a U.S. Person 
that Is both (I) a Qualified Instttutional Buyer and (11) a Qualified Purchaser; (b) it will 
provide written notice of the foregoing, and of any applicable restrictions on ttansfer, to 


192 


PSI-M&T_8ank-02-0213 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01162 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1159 


Footnote Exhibits - Page 1911 


any transferee; (c) is aware ttiat the sale to it is being made in reliance on Rule 144A; 
and (d) is acquiring such Notes for \\s owi account In the case of a transferee who 
takes delivery of Regulation S Notes, it (u) Is a non-U.S. Person acquiring such Nc^es in 
an of^hore trensaction in accordance with Rule 904 of Regulation S, (v) is acquiring such 
Notes for its own account, (w) is not acquiring, and has not entered into any discusskins 
regarding its acquisition of, such Notes v^iie it is in the United States or any of its 
territories or possessic»is, (x) understands that such Notes are being sold without 
registration under the Securities Act by reason of an exemption that depends, in part, on 
the accuracy of these representations, (y) understands that such Notes may not, absent 
an applicable exemption, be transferred without registration and/or quaiihcation under the 
Securities Ac^ and applicable state securihes laws and the laws of any other applicable 
jurisdlctbn, and (z) understands that prior to the end of the Distribution Compliance 
Period, interests in a Regulation S Global Note may only be held through Euioclear cm* 
Clearstream. 

(2) it adcnc»v!edges that the foregoing acknowtedgements. representations and agreements 
will be relied upon by the issuers, the Trustee and the Note Registrar for the purpose of 
determining its eligibility to purchase Notes. It agrees to provide, if requested, any 
addiUonai information that may be required to substantiate its status as a Qualified 
institutional Buyer or under the exception provided pursuant to Section 3(c)(7) of the 
Investment Company Act. to determine compliance ERISA and/or Section 4975 of 
tfie Code or to otherwise determine its eligibility fo purchase Notes. 
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LISTING AND GENERAL INFORMATION 

1. Application will be made to the Irish Financial Services Regulatory Authority, as competent 
authority under Directive 2003/71/EC, for the prospectus to be approved. Application will be made 
to the Irish Stock Exchange tor the Notes to be admitted to the Offidal List and trading on its 
regulated market. Such approval relates only to Notes which are to be admitted to trading on the 
regulated market of the Irish Stoc^ Exchange or otoer regutoted markets tor the purposes of 
Directive 93/22/EEC or which are to be offered to the public in any Member State of toe European 
Economic Area. Copies of this Offering Circular, the Issuer Charter, the Preference Share Paying 
Agency /^reement, toe Management /Agreement, toe Note Purchase Agreement, the 
Administration ^reement, any Interest Rate Svrap Agreement, each Synthetic Security, the Initial 
Investment Agreement, toe Certificate of Incorporation and By-laws of the Co-issuer and toe 
Indenture will be available tor inspection at the registered office of the Issuer and at the office of 
toe Irish Paying ^ent, where electronic copies thereof may be obtained, free of charge, upon 
request for the life of this d^ument 

2. Copies of toe Issuer Charter, the Certificate of Incorprxatton and By-laws of the Co-Issuer, the 
resolutions of the Board of Directors of the Issuer auth^izing the issuance of the Notes and the 
resolutions of the Board of Directors of the Co-Issuer authorizing the issuance of toe Notes, the 
Indenture and the Management Agreement may be obtained free of charge upon request within 
M days of the date of this Offering Circular at the office of the Trustee on behalf of toe Issuer. 

3. Each of the issuers represents that there has been no material adverse change in its financial 
position since its date of incorporation. The Issuers are not, and have not since incorporation 
been, involved in any litigation, govwnmental or arbitration proceedings relating to claims In 
amounts v^lch may have or have had a material effect on the Issuers In the context of toe Issue 
of the Notes, nor, so far as either of the Issuers is aware, is any such litigation or arbitration 
Involving it pending or threatened. 

4. Each of the Issuers represents that there has been no material adverse change in Its financial 
position since Its date of incorporation. The Issuers are not, and have nol since incorpwation 
been, Involved in any litigation, governmental or arbitiraticm proceedings relating to claims in 
amounts which may have or have had a material effect on the Issuers in the context of the issue 
of the Notes, nor, so far as either of the Issuers is aware, is any such litigation or arbitratbn 
involving it pending or threatened. 

5. The Issuance of the Notes will be authorized by the Board of Directors of the Issuer by resolutions 
pass^ on or before toe Closing Date. The issuance of toe Notes will be authorized by the Board 
of Directors of toe Co-Issuer by resolutions to be passed on or before the Closing Date. Since 
incorporation, neither the Issuer nor the Co-lssuer has commenced trading or established any 
accounts, except as disclosed herein or acccxints used to hold amounts received vrith respect to 
share capital and fees. It is estimated that the fees payable In respect of the listing of the Notes 
on the Irish Stock Exchange wll be approximately $[7,500] consisting of Irish Stock Exchange 
listing fees, listing agent sensor fees and fees to be annually paid to the Irish Paying Agent. 

6. The Notes sold in offshore transactions in reliance on Regulation S under the Securities Act and 
represented by the Global Notes have been accepted tor clearance through Ciearstream and 
Eurocl^r under toe Common Codes indicated below. The CUSIP Numbers and International 
Securities identification Numbers (IStN) for the Notes represented by Regulation S Globai Notes 
and Restricted Global Notes are as indicated on the following page. 
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LEGAL MATTERS 

Certain l^(al matters with respect to ftie Notes and New York faw wil! be passed upon for the 
Issuer by Allen & Overy LLP. Alien & Overy LLP will also act as counsel to die Initial Purchaser. 
Cadwalader, Wickersham & Taft LLP will act as counsel to the Collateral Manager. Certain matters with 
respect to Cayman islands corporate law and tax law will be passed upon for the issuer by Maples and 
Calder. 
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SCHEDULE B 

AUCTION CALL REDEMPTION - AUCTION PROCEDURES 

The following sete forth the auction procedures (the 'Auction Procedures") to be followed in 
connection width a sale effects pursuant to the Indenture. 

I. f^-Auction Process 

• The Audion Agent initiate the Auction Procedures at least 24 Business Days prior to 
each Auctic»i Date by: 

• with the assistance of the Collateral Manager, preparing a list rrontainlng the 
names of the issuer and guarantor (if any), the par amount and the CUSiP 
number (if any) with respect to each Underlying Asset and such other information 
as shall be nottfled to the Auction Agent by the Cdlateral Manager, 

• wth the assistance of the Collateral Manager, preparing a list of the constituents 
of each subpool which shall be based upon the Collateral Manager's good faith 
determination of the composition of subpools that will maximize Disposition 
Proceeds; provided that the maximum number of subpools shall be eight; and 

• directing the Trustee to send the \is\s prepared pursuant to clauses (i) and (11) 
above to foe Quallhed Bidders identified on the then-current Qualified Bidder List 
(the "Listed Bidders") and requesting bids on the Auction Date. 

» The general solicitation package which foe Auction Agent shall' deliver to the Listed 
Bidders will Include; (!) a form of a purchase agreement (which shall, among other things, 
provide that (A) upon satisfaction of all conditions precedent therein, the purchaser Is 
Irrevocably obligated to acquire, and the Issuer Is irrevocably obligated to Dispose of, the 
Underlying Assets (or relevant subpool, as the case may be) on the date and on the 
terms and conditions set forfo therein and (B) if foe subpools are to be sold to more than 
one bidder, the consummation of the purdiase of each subpool must occur 
simultaneously and foe closing of each purchase is conditional on the closing of each of 
the other purchases); (il) foe minimum purchase price; (Hi) a formal bidsheet (which shall 
permit foe relevant bidder to bid for ail of the Underlying Assets, any subpool or 
separately for each of foe subpools) Induding a representation from the bidder that It Is 
eligible to acquire ail of the Underlying Assets; (Iv) a detailed timetabie; and (v) copies of 
ali transfer documents (including transfer certificates and subscription agreemente which 
a bidder must execute pursuant to the Underlying Instruments and a Itet of the 
requirements which the bidder must satisfy under the Underlying Instrume'nte (I.e., 
Qualified Institutional Buyer, Qualified Purchaser, etc.)}. 

• The Auction Agent shall send solicftatfon packages to all Listed Bidders at least 15 
Business Days before the Auction Date. No later than 10 Business Da>« beftwe the 
Auction Date, Listed Bidders may submit written due diligence questions relating to the 
legai documentatfon and other information contained in the general solicitation package 
(including commente on the draft purchase agreement to be used in connection the 
Auction (the "Auction Purchase Agreement")) to the Collaterai Managen provided that 
the Collaterai Manager shall only be obligated to answer questions reiating to the 
CoHatcrai to foe extent that II is able to do so by reference to Information which It is 
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required to pn^vlde under die Management Agreement. Hie Coilaterai Manager shall be 
solely responsible ibr (i) responding to ail relevant questbns and/or comments submitted 
It in accordance vnth the foregoing and (n) distribubng the questtons, answers and 
revised final Auction Purchase Agreement to all Listed Bidders at least five Business 
Days prior to the Auction Date. 

fl. AuctiOTi Process 

• If it is not the Auctbn Agent, the Collateral Manager or its Alfiliates wifi be allowed to bid 
in the Auction if it deems appropriate, but will not be required to do so. 

• On the Auction Date, all bids will be due by facsimile to the offices of tiie Aucticm Agent 
by 11:00 a.m.. New York City time, with the vanning bidder to be notified by 2:00 p.m.. 
New York City time. All bids ^om Listed Bidders will be due on the bid sheet contained in 
the solicitation package. Each bid shall be for me purdiase and delivery to one purchaser 
of (1) all (but not less than ail) of the Underiymg Assets or (li) all (but not less man all) of 
the Underlying Assets that constitute the components of one or more subpoois. 

• If the Auction Agent receives fewer than two bids from Listed Bidders to purchase ai! of 
the Underling Assets or to purchase each subpool, me Auction Agent shall decline to 
consummate the sale. 

• Subject to dause (c), the Auction Agent shall Identify as the winning bidder the bid or bids 
that result in the Highest Auction Price (In excess of the minimum purchase price) fiom 
one or more Listed Bidders. 

• Upon notification to the winning bidder(s), me winning bidder (or. if me Highest Auction 
Price requires the sale of subpools to more man one bidder, each winning bidder) will be 
required to deliver to me Auction Agent a signed counterpart of the Auction Purchase 
Agreement no later than 4:00 p.m. New York City time on the Auctton Date. The winning 
bidder (or, if the Highest Auction Price requires the sale of subpools to more than one 
bidder, each winning bidder) shall be required to pay the full purchase price in cash prior 
to the sixth Business Day following me relevant Auctton Date, at which time all monies 
will be ti’ansferred into the Collection Account if payment In full of the purdiase price Is 
not made when due (or, if the subpools are to be sold to more than one bidder, If any 
bidder fails to make payment of me purchase price when due), the Trustee on behalf of 
me issuer shall decline to consummate me sale erf eaerft subpooi and shall give notice (in 
accordance with the Indenture) that the Auction Call Redemption wilt not occur. 

• "Highest Auction Price" means, with respect to an Auction Call Redemption, the greater 
of (a) me highest price bid by, any Listed Bidder for ail of me Underling Assets and (b) 
the sum of the highest prices bid by one or more Listed Bidders for eacm subpcx>i. in each 
case, the price bid by a Listed Bidder shall be the Ooliar amount which the Auctbn Agent 
certifies to me Trustee based on the Autrfbn Agent’s review of the bids, which 
certlficatton shall be binding and conclusive. 

• "QualifiecI Bidder" means (a) a Person whose unsecured debt obligatbns have been 
assigned, or whose obligatbns under me bid letter and resulting purchase agreement wil 
be guaranteed by a Person whose unsecured debt obligations have been assigned, a 
rating equivalent to the highest rating on the Notes or an unsecured short-term rating of 
“A-1+" by Standard & Poor's and “F*r by Fitch, (b) a Person who me /Uicrffon ^ent 
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believes to be an active purchaser of Asset-Backed Securities with the financiai 
resources available to it to pay the purchase piitto of the Underlying Asseto in a timely 
fashton, or (c) die Colteterai Manager or any of its Affiliates; provided that with respect to 
toe Syntoebc Securities entered into vsHto toe First Synthetic Security Counterparty, toe 
issuer may, upon reasonable notice to the First Synthetic Security Counterparty, transtor 
to an Eligible Counterparty, as sucto term is defined in the srtoedule to toe Master 
/^reement, or to any c^her counterparty, in regard to which toe First Synthetic Security 
Counterparty will have toe right to approve or disapprove of any . novation of such 
Synthehc Security by the Issuer, 
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SCHEDULE C 

STANDARD & POOR'S RATING 

The Standard & Poor's Rating of any Underlying Asset (^ich shall mean wtth respect to a 
Synthetic Security, the related Reference Obligation) will be determined as Ibitows: 

(i) if such Underlying Asset is rated either publicly or privately (with appropriate consents) by 
S^ndard & Poor's, the Standard & Poor's Rating shall be suc^ rating, or, if sudi Underlying Asset e not 
rated by Standard & Poor's, but the Issuer or the Collaterai Manager on behalf of the issuer has 
requested that Standard & Poor's perform a credit estimate in respect of such Underlying Asset, the 
Standard & Poch''s rating shall be Uie rating so assigned by Standard & Poor's, provided that pending 
receipt horn Standard & Poor's of sud^ rating, such Underling Asset shall have a Standard & Poor's 
Ratify of "CCC'" if the Collateral Manager believes that such estimate will be at least *CCC-*; and 

(ii) with respect fo any other Underlying Asset, as set forth below. 

Part 1 - Standard & Poor's Ratings 

Asset dasses are eligible for notching if they are not first loss tranches or combination securities. If the 
security is publicly rated by two agencies, notch down as shown bebw based on the lowest rating, if the 
security is pubiidy rated only by one agency, then notch dovwi \Artiat is shown below plus one more notch. 
The ^^regate PrincipaW^ional Balance of Underlying Assets the Standard & Poor's Rating of which is 
based on a Fitch rating or a Moody's rating may not exceed 20% of the Aggregate Principal/Notional 
Balance all Undertyir^g Assets, the balance of which must be rated by Standard & Poor's or assigned 
Standard & Poor's rating estimates. 


Issued priw to 6/1/01 Issued after 8/1/01 

Current ralir^ is: Current rating is; 




Noninv. 


Non Inv. 


tnv. &ade 

Grade 

Inv. Grade 

Grade 

1. CONSUMER ABS 

-1 

•2 

•2 

•3 


Automobiie Loan Receivable 
Securities 

/uitomobiie Lease Receivable 
Securities 

Car Rental Receivables Securities 
Credt Card Securities 
Hedthcare Securities 
SUident Loan Seotrities 


2. COMMERCIAL ABS *1 -2 -2 -3 

Cargo Securities 
Equipment Lease Securities 
/tircraft Leadng Securities 
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Issued prior to 8/1/D1 !s»ied after S/1/01 

Current rating is: Current rating is: 





Nm inv. 


Non Inv. 



Irrv. Grade 

Grade 

inv. Grade 

Grade 


Small Business Loan Securities 

Restaurant and Food ^>^es 

Securities 





3. 

NofvRE-REMiC RMBS 

•1 

-2 

-2 

' -3 


Manufactured Housing Loan 
Secitoties 





4. 

Non>RE>REMIC CMBS 

-1 

-2 

-2 

-3 


CMBS-Cwrduit 
CMBS > Credit Tenwt Lease 
CMBS - Large Loan 
CMBS - Single Borrower 
CMBS - Single Prc^rty 

5. CBO/CLO CASHFLOW SECURITIES -1 -2 -2 -3 

Cas* Flow CBO - at least 80% High 
Yield CorpCMBte 
Cash Flow CBO - at least 60% 
investment Grade Corporate 
Cajrfi Flow CLO - at least 80% High 
Corporate 

Ca^ Flow CLO - at least 80% 
investment Grade Corporate 

6. REITs -1 -2 .2 -3 

REIT - Muitifamily & Mobile Home 
Park 

REIT -Retail 
REIT - Hospitality 
REIT -Office 
REIT - industiial 
REIT - Heirithc^ 

REIT - Warehcwse 
REIT - Self Storage 
REIT- Mixed Use 

7. SPECIALTY STRUCTURED -3 -4 ‘ -3 -4 

Stadium Financings 
Prefect Finance 
Futore flows 
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Is^ied prior to 6/1/01 
Current ratir^ is: 


Issued after 8/1/01 
CuiT«fil rating Is: 



Non Inv. 


Non Inv. 

Inv. Gr»te 

Grade 

Inv. Grade 

Grade 


8. RESIDENTIAL MORTGAGES -1 -2 -2 -3 


Resdenti^ 'A* 
Residential *B/C' 


Home equity loans 


9. REAL ESTATE OPERATING COMPANIES -1 -2 -2 -3 


Part 2 > Standard & Poor's Asset Backed Categories 

Each of the hi^iowlng categories of asset backed security shall constihite a separate asset backed class. 
Securibes not induded in any of these categories shall be assigned by Standard & Poor's. 

Stn/ctured Finance Sectoia 

1. A^ Consumer 

2. ABS Commercial 

3. CDOs 

A. CMBS Diversified -Conduit and CTL 

6. CMBS - Large Loan, Single Bonower and Single Profwty 

6. REITs 

7. RMBS A 

8. RMBS B&C, HELs, HELOCs and Tax Lien 

9. Manufactired Housing 

10. Project Finance 

11. U.S. Agency - Explicitly Guaranteed 

12. McmoiineffER Guaranteed 

1 3. Non-FER Company Guaranteed 

14. FFELP Student Loan (Over 70% FFELP) 

Part 3 - Standard & Poor's Asset Classes Not Eligible to be Notched 

The foliowing asset classes are not eligible to be notched. Credtt estimates must be performed. 

Asset Type 

1. Non-U.S. Structured Finance Securities 

2. Guaranteed Seoirities 

3. CDOs of Structured Finance and Real Estate Securities 

4. CBOsofCDOs' 

5. CLOs of Distressed Debt 

6. Mutual Fimd Fee Seouriiies 

7. Catastrophe Bonds 

8. First Loss Tranche of any securitizatton 
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9. Synthetics 

10. Syntfietic CBOs 

11. Comt»nafi(m Securities 

12. Re-REMICs 

13. Market value COOs 

14. Net Interest Margm Securities (NIMs) 

1 5. Sbiichjreci Setdement CH)ngadons 

16. Any asset class not listed on Part 1 above 
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SCHEDULE D 

MOODY’S RATING AND MOODY'S WEIGHTED AVERAGE RATING 

The 'Weighted Average Rating* on any Measurement Date Is the number determined by 
divkJing (!) die sum the seHes of produces obtained for Underlying Assets (ofoer than Underlying Mset 
which the Asset Manager rrasonabiy believes iMil defoult with respect to payment when next due and any 
Defaulted Securities) by multiplying the Principal/Notionat Balance on such Measurement Date of eadi 
such Underlying Asset by its respective Moody's Rating Factor on such Measurement Date by (ii) the sum 
of the Aggi^ate Principal^tiona} Balance on such Measurement Date of ail Underlying Assets that are 
not Underlying Assets which the Asset Manager reasonably believes will default with respect to payment 
when neid due and any Defouited Securities. 

The 'Moody's Rating Factor* relating to any Underlying Asset Is the number set forth in the 
table below opposite the Moody's Rating of such Underlying Asset; 

Mood/s Rating Factor 
1 

10 
20 
40 
70 
120 
180 
260 
360 
610 
940 
1,350 
1,766 
2,220 
2,720 
3,490 
4.770 
6,500 
8,070 
10,000 

The 'Moody's Rating' of any Underlying Asset (which shall mean with respect to a Synthetic 
Security, the related Reference C^lgation) will be determined as follows: 

v^th respect to.any Asset-Backed Security, for determining the Moody's Rating as of any date of 
determination; 


Mood/s Rating 
Aaa 
Aal 
Aa2 
Aa3 
A1 
A2 
A3 
Baal 
Baa2 
Baa3 
Bal 
Ba2 
Ba3 
B1 
B2 
B3 
Caa1 
Caa2 
Caa3 

Ca or lower 


(i) if such Asset-Backed Security is publidy rated by Mood/s, the Mood/s Rating 
shall be such rating, or, if such Undert/ng Asset is not public rated by Mood/s. but the Issuer or the 
Cdllaterai Manager on behalf of the Issuer has requested that Mood/s assign a rating to such Undeti/ng 
Asset, the Mood/s Rating shall be the rating so assigned by Mood/s; 

(ii) if suc^ Asset-Backed Security Is not publidy rated by Mood/s. then the Mood/s 
Rating of such Asset-Backed Security may be determined using any one of the methods below: 
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(A) With re$pe<^ to any A&S type Residential Security not publicly rated by 
Moody's, if such ABS type R^idential Security is publicly rated by Standard &'Rx)r‘s, 
then the Moody's Fteiting thereof will be (1) one subcategory below tiie Moody's 
equi\^lent rating assigned by Standard & Poc^s if the rating assigned by Standard & 
Poor's Is 'AAA'; (2) two rating, subcategories below the Moody's equivalent rating 
assgned by Standard & Poor's if the rating assigned by Standard & Poot's is bekw 
"AAA" but above "BB+’ and (3) three rating subcalegories below the Moody’s equivalent 
rating assigned by Standard & Poor's if the rating assigned by Standard & Pock's is below 
'BBB*'; and 

(B) with respect to any ottier type of Asset-Backed Securities, pursuant to 
any method specified by Moody's; 


prov/dedthai 

(V) the rating of either Rating Agency used to determine the Moody's Rating pursuant to any of 
clause (i) or (ii) above shall be a public, non-exclusive rating (but not a rating estimate) that 
addresses the obligation of the obligor to pay principal of and interest on the relevant Underlying 
Asset in full and is monitored on an ongoing basis by the relevant Rating Agency, 

(W) the /^gregate Principai/Notlonal Balance of Underlying Assets the Moody's Rating of which is * 
based on a Standard & Poor's Rating may not exceed 20% of the Aggregate Principai/Notlonai 
Balance of all Underling Assets, the balance of virtiich must be rated by Mood/s or assigned 
Moody's rating estimates, 

(X) the ratings of no more than (10]% of the Aggregate Principal/Notfonal Balance of all Underlying 
Assets may be assigned rating Actors derived via notdiing from single-rated instruments, 

(Y) \Mth respect to any one Rating Agency, the singte-rated notched bucket may be no larger than 
7.5% of the Aggregate Principat/Notional Balance of all Underlying Assets and 

(Z) (fan Underlying Asset 

(A) is placed on a watch list for possible upgrade by Mood/s, the Mood/s Rating applicable 
to such Underlying Asset shall be two rating subcategories above the Mood/s Rating 
applicable to such Underlying Asset immediately prior to such Underlying Asset being 
placed on such watch list, If such Undert/ng Asset is rated below 'Aaa* by Mood/s 
unless rated ”Aa1”. in which case only one subcategory above; and 

(B) is placed on a watch list for possible downgrade by Mood/s, the Mood/s Rating 
applicable to such Underlying Asset shall be (i) one rating subcategory below tiie ' 
Mood/s Rating applicable to such Underlying Asset immediately prior to such Underlying 
Asset being placed on such watch list, if such Underlying Asset is rated *Aaa' by Mood/s 
or (H) two rating subcategories below the Mood/s Rating applicable to such Underlying 
Mset Immediately prior to sut^ Underlying Asset being placed on such watch list. If such 
Undert/ng /^set is rated below 'Aaa* by Mood/s; and 

provided further that, \Adth respect to notched ratings on certain asset dasses, the Mood/s Rating 

shall be determined in conjunction with the notching conventions set forth below. 
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Standard & Poor's 


The fbliowing notching conventions are appropriate for Standard & Poor*s-only rated tranches. 
(The figures represent the number of notches to be subtracted from the Standard & Poor's rating. For 
example, a "1" applied to an Standard & Poor's rating of BBB implies a Moody's rating of Baa3.) 


ASSET CLASS 

AAA to AA- 

A+ to BBB- 

Below BBB* 

Auto loan 

1 

2 

3 

Car Rental Fleet 

1 

2 

3 

CDO Domestic Corporate Debt 

No notchirto pemiitted 

No notching permitted 

No notching permitted 

CDO Stnictured Product 

No notching pennltted 

No rrotchina permitted 

No notching permitted 

Consumer Asset-Backed 

1 

2 

3 

Credit Card 

1 

2 

3 

Equioment lease 

1 

2 

3 

Manufoc^red Housina 


2 

3 

Small Business Loan 


2 

3 

SUident loan 


2 

3 


Residential Mortgage Related 

'note that rating category 

AAA 

groups differ here from 
AA+toBBB- 

above) 

Below BBB* 

Jumbo A 

1 

2 

3 

Alt-A or mixed oocMs 

1 

3 

A 

HEL (induding Residential A 
and Residential B&C) 

1 

2 

3 


Fitch 

The fbllov^ng notching conventions are with respect to Flit*: 


Residential Mortgage Related 

AAA 

AA* to BBB- 

Below BBB- 

Jumbo A 

1 

2 

4 

Ait-A or mixed pods 

1 

3 

5 

HEL (Induding Residential A 
and Residential B&C) 

No notching 

No notching 

No notching 


For dual-rated Jumbo A or Alt-A transactions, take tiie lower of the two ratings on the security, 
apply the appropriate single-rated notching guideline from above, then go up by 1/2 notch. For dual-rated 
HEL (including Residential A and Residential B&C) transactions, apply the Standard & Poor's-only rated 
tranche notching guidelines as set forth above. 


3 


PSI-M&T_8ank.02-0231 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01180 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 








1177 


VerDate Nov 24 2008 


Footnote Exhibits - Page 1929 


CMBS 


Tlte foliovwng CMBS notching conwntlOTs are with res|>ect to S&P and Fitch: 


Commercial Mortgage Backed Securities 

ASSET CLASS 

Tranche Rated by Fitch and 
S&P; no tranche in deal 
rated by Moody's 

Tranche Rated by Fitch 
and/or S&P; at least one 
other tranche in deal rated 
bv Moody's 

Conduit* 

2 notches from lower of 
Fitch/S&P 

1.5** notches frwn'iower of ■ 
Fitch/S&P 

Credit Tenant Lease 

Follow corporate notching 
practice 

Follow corporate notching 
practice 

Large Loan 

No notchinq pennitted 


• For this purjxjse, conduits are defined as fixed rate, sequential pay, multi-borrower transactbns having 
a Herfindahl score of 40 or higher at the loan level with all a^lateral (conduit bans. A notes, large loans, 
CTLs and any oti^r real estate collateral) factored In. 

•* A 1.5 notch haircut Implies, for example, that if the S&P/Fitch rating were BBB, then the Moody’s rating . 
factor would be halfway between the Baa3 and the Bal raUng factors. 
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SCHEDULE E 


STANDARD & POOR'S RECOVERY MATRIX 


A. If the Underlying Asset (which shall mean with respect to a Syntfietic Security, the related 
Reference Obl^don) is an /^set-Backed Security (other than a CMBS Security) and the 
senior-mc^t tranche of securities Issued by the issuer of such Underlying Asset: 


Initial Standard & 


Liability Rating assigned by Standard & Poor's 


Poor’s Rating of the 
Underlying Asset at 
Issuance 

AAA 

AA+ 

AA 

AA- 

A+ 

A 

A- 

BBB-*- 

BBB 

BBB- 

BB 

BB- 

B+ 

B 

B- 

CCC+ 

ccc 

ccc- 

AAA 

ao. 0 % 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

90.0% 

AA+, AA, AA- 

70.0% 

75.0% 

85.0% 

90,0% 

90.0% 

90.0% 

90.0% 

A+, A A- . 

60.0% 

65.0% 

75.0% 

85.0% 

90.0% 

90.0% 

90.0% 

BBB-f, BBB, BBB- 

50.0% 

55.0% 

65.0% 

75.0% 

85.0% 

85.0% 

85.0% 


B. If the Underlying Asset (which shall mean with respect to a Synthetic Security, the related 
Retorence Obiigatton) is an Asset'Backed Security (other than a CMBS Security) and is not the 
senior-most tranche of securities issued by the Issuer of such Underlying Asset: 


Initial Standard & 


Liability Rating assigned by Standard & Poor's 


Poor's Rating of the 


AA-f 

A-r 

BBB-^ 

BB-*- 


ccc+ 

Underlying Asset at 
issuance 


AA 

A 

BBB 

BB 

6 

ccc 

AAA 

AA- 

A- 

BBB- 

BB- 

B- 

ccc- 

AAA 

65.0% 

70.0% 

80.0% 

85.0% 

85.0% 

85.0% 

83.0% 

AA+. AA. AA- 

55.0% 

65.0% 

75.0% 

80.0% 

80.0% 

80.0% 

80.0% 

A+, A, A- 

40.0% 

45.0% 

55.0% 

65.0% 

80.0% 

80.0% 

60.0% 

BBB-*-. BBB. BBB- 

30,0% 

35.0% 

40.0% 

45.0% 

50.0% 

60,0% 

- 70.0% 

BB-*-. BB.BB- 

10.0% 

10.0% 

10.0% 

25.0% 

35.0% 

40.0% 

50.0% 

B. B- 

2.5% 

5.0% 

5.0% 

10.0% 

10.0% 

20.0% 

25.0% 

ccc-*^, ccc. ccc- 

0.0% 

0.0% 

0.0% 

0.0% 

2.5% 

5.0% 

5.0% 

C. If the Underlying Asset (which shall 

mean with respect to a 

Synthetic Security, the related 

Reference Obligation) is a CMBS Security: 





initial Standard & 


Liability Rating assigned by Standard & Poor's 


Poor's Rating of the 


AA-*- 

A•^ 

BBB+ 

BB+ 

B+ 

CCC+ 

Underlying Asset at 
Issuance 


AA 

A 

BBB 

BB 

B 

ccc 

AAA 

AA- 

A- 

BBB- 

BB- 

B- 

ccc- 

AAA 

80.0% 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

90.0% 

AA-*-. A^ AA- 

70.0% 

75.0% 

85.0% 

90.0% 

90.0% 

90.0% 

90.0% 

A-*-. A. A- 

60.0% 

65.0% 

75.0% 

85.0% 

90.0% 

90.0% 

90.0% 

BBB+, BBB. BBB- 

45.0% 

50.0% 

55.0% 

60.0% 

65.0% 

70.0% 

75.0% 

BB-*-, BB, BB- 

•35.0% 

40.0% 

45.0% 

45.0% 

50.0% 

50.0% 

50.0% 
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SCHEDULE P 

MOODY'S RECOVERY RATE MATRIX 

The recovery rate with respect to a Synthetic Security wrtt! be calculated using the related 
Reference Obligatton. 

ABS Typo Dlversifiocl ABS Securities*'*: 


% of U nderlying Initiai Rating of Underiying Asset*^* 


Cai^tai Structure*^* 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

70% 

60% 

50% 

[401% 

<=70%. >{10]% 

75% 

70% 

60% 

50% 

[40)% 

30% 

<=1101% 

70% 

65% 

55% 

45% 

35% 

25% 

ABS T^» Diversified Residentiai Securities*^*: 





% of Underlying 


Initial Ratinq of Underlvlnq Asset*** 


Capital Structure*** 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

65% 

55% 

45% 

30% 

<=70%, >[10J% 

75% 

70% 

55% 

45% 

35% 

25% 

<=[10]%. >5% 

65% . 

55% 

45% 

[40]% 

30% 

20% 

<=5%, >2% 

55% 

45% 

[40]% 

35% 

25% 

(151% 

<=2% 

45% 

35% 

30% 

25% 

[151% 

[10]% 

ABS Type Undlversifiecl ABS Securities”': 





% of Underlying 


initial Rating of Underlying Asset*^* 


Capital Structure”’ 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

65% 

55% 

45% 

30% 

<=70%, >(101% 

75% 

70% 

55% 

45% 

35% 

25% 

<=[101%, >5% • 

65% 

55% 

45% 

35% 

25% 

[151% 

<=5%. >2% 

55% 

45% 

35% 

30% 

20% 

[10J% 

<=2% 

45% 

35% 

25% 

20% 

[101% 

5% 

.ABS Type LoW'Diversify CDO Securities'^*: 





% of Underlying 


Initial Rating of Underlying Asset'** 


Capital Structure*** 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

80% 

75% 

60% 

50% 

45% 

30% 

<=70%. >[10]% 

70% 

60% 

55% 

45% 

35% 

25% 

<=[10]%. >5% 

60% 

50% - 

45% 

35% 

25% 

1151% 

<=5%, >2% 

50% 

1401% 

35% 

30% 

20% 

[10]% 

<=2% 

30% 

25% 

20% 

[151% 

7% 

4% 
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ABS Type High-Diverelty COO Securities^: 


% of Undertying Initial Rating of Underlying Asset^ 


Capital Struchire^^ 

Aaa 

Aa 

A 

Baa 

Ba 

B 

>70% 

85% 

80% 

65% 

55% 

45% 

30% 

,<=70%. >{10|% 

75% 

70% 

60% 

50% 

(40)% 

25% 

<=(10)%, >5% 

65% 

55% 

50% 

140)% 

30% 

20% 

<=5%. >2% 

55% 

45% 

(40)% 

35% 

25% 

(10]% 

<=2% 

45% 

35% 

30% 

25% 

(10)% 

5% 


"ABS Type Diversified ABS Securities* refer to Automobile Securities, Car Rental Fleet 
Securities, Credit Card Securities and Student Loan Securities. 

Initial par amount of tmnche to which such Underlying Asset relates divided by inite! par amount 
of tote! securities issued by such Underlying Asset issuer. 

^ The recovery rate for Underlying Assets with a Moody's Rating of Caa1, Caa2 or Caa3 ts 
assumed to be (10]%. 

w "ABS Type Diversified Residential Securities* refer to Residential A Mortgage-Backed 
Securities, Residential 6/C Mortgage-Backed Securities, Non-Subprime Home Equity Loan Asset-^cked 
Securities and Manu^ctured Housing Securities. 

"ABS Type Undlversifled ABS Securities* refer to Equipment Lease Securities, Small Business 
Loan Securities and CMBS Securities. 

"ABS Type Low-Diversity CDO Securities" refer to any COO Securities that are not High- 
Dlversity Securities. 

"ABS Type Hlgh-DiversIty CDO Securities" refer to any CDO Securities that entitle the holders 
thereof to receive payments that depend (except for rights or otiier assets designed to assure the 
servicing or timeiy distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow 
from a portfoiro of commercial and industrial bank loans, other asset-backed securities or corporate debt 
securities (or any combination of the foregoing) that are obligations of obligors or issuers that represent a 
relatively dlv^ified pool of obligor credR risk having a Mocxi/s /Vsset Correlation Factor lower than 20% 
or a Moody's diversity s<x)re higher than 15. The "Moody’s Asset Correlation Factor" is a single 
number determined in accordance with the asset correlation methodology provided from time to time by 
Mood/s and listed in the latest Monthly Report or Indenture of such CDO Security. 
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SCHEDULE G 

CLASS 0 PRIORITY REDEMPTION AMOUNT 

The Class D Priority Redemptton ^nount on each Distribution Date during the Priority Distribution 
Period will be as folbv^: 


Distribution Date 

Class 0 Prioritv Redemption Amount 

n2008 

*[) 

n2008 

$ii 

n2008 

$ii 

0 2008 

$(! 

0 2009 

$I1 

0 2009 

$[1 

n2009 

$ll 

[12009 

$ll 

0 2010 

$Il 

n 2 oio 

$I1 

n 2 oio 

St] 

0 2010 

SI) 
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SCHEDULE H 


Deutsche Bank AG 


FOR M OF CONFIRMATION FOR RMBS SECURITIES 

m 


Etete: [ ] 

To; Gemstone CDOVn Ltd. 

Fax No; [ ] 

From: Deutsche Bank AG, acting through its London Branch 

RE; Credit Derivative Transaction on Mortgage-Backed Security with Pay-As-You-Go or 
Physical SetUment (Form I) (Dealer Form) (RMBS) 


Dear Sir/Madam 

The piupose of this communication (the “Confirmation”) is to confirm the toms and 
conditions of the Credit Derivative Transaction relating to a mortgage-backed security reference 
obligation entered into between you (jemstone CDO VI! Ltd. (“Party B”) and us Deutsche Bank AG, 
acting through its London Branch (“Party A”) on the Trade Dale specified below (the ‘Transaction’*). 
This Confirmation constitutes a “Confirmation” as referred to in the ISDA Master Agreement 
specified below, 

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions 
(the ‘Gredit Derivatives Definitions”), as published by the International Swaps and Derivatives 
Association, Inc. (“ISDA”) and the ISDA Standard Terms Supplement for use with Credit Derivatives 
Transactimi on Mortgage-Backed Security with Pay-As-You-<3o or Physical Settlement, as published 
by ISDA on November 10, 2006 (the "CDS on MBS Terms"), and, if (i) the Additional Provisions for 
C^tional Early Termination have been published by ISDA at the Trade Date and (ii) Optional Early 
Termination is specified as being applicable, the Additional Provisions for Optional Early 
Termination most recently published by ISDA, are inwiporated into this Confirmation. In the event 
of any inconsistency between the Credit Derivatives Definitions or the CDS on MBS Terms and this 
Confirmation, this Confirmation will govern. In the event of any inconsistency between the CDS on 
MBS Terms and the Credit Derivatives Definitions, the CDS on MBS Terms will govern. 

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master 
Agreement, dated as of [-], 2007, as amended and supplemented from time to time (the "Agreement”), 
between you and us. All provisions contained in the Agreement govern this Confirmation except as 
expressly modified below.] 

The terms of the Transaction to which this Confiimation relates are as follows: 

Trade Date: [ ] 

Effective Date: [ ] 


Copyright © November 2006 by International Swaps & Derivatives Association, Inc. 
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Floating Rate Payer: 
Fixed Rale Payer: 
Calculation Agent: 


Calculation Agent City: 
Business Day: 
Reference Entity: 
Reference Obligation: 


Reference Policy: 
Reference Price: 
Initial Face Amount: 
Initial Payment: 


Fixed Rate: 

Fixed Rate Payer Payment Dates: 


Party B {the **Sener”). 

Party A (the "Buyer”). 

Party A, unless an Event of Default has occurred 
and is continuing with respect to Party A, in which 
case the Calculation Agent shall be a le^ng, 
ind^endent dealer in derivatives selected by 
agreement between the parties within one Businras 
Day of such Event of Default (the "Substitute 
Calculation Agent"), whose few and exf^nses shall 
be met by Party A, whilst such Event of Default is 
continuing. If the parties are unable to agree on a 
Substitute Calculation Agent, each of the parties 
shall elect an mdq)endent dealer in derivativw and 
such two dealers shall agree on a third party, who 
shall be deemed to be the Substitute Calculation 
Agent. Party A shall be appointed to replace the 
Substitute Calculation Agent within one Business 
Day of the date on which no Event of Default is 
continuing in respect of Party A. All determinations 
by the Calculation Agent shall be made in good 
faith and in a commercially reasonable manner. 

Mew Yoric 

New York and London 


The obligation identified as follows: 

[Insurer [ ]] 

CUSIP/ISIN: [ ] 

[Bloomberg ID; [ ]] 

Legal final maturity date: [ ] 

Original Principal Amount: [ ] . 

Initial Factor: [ ) 

Issuer: The Reference Entity] 

Not Applicable 

[•]% 

[ ] 

[Not Applicable] 

[On [the Effective Date], [Buyer]/[Sel}er] will pay 
[USD1[ ] to [SeHcr]/[Buyer].] 

[ ]% per annum 

Not CMBS Convention 
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Fix^ Amount: Fixed Amount definition for undwlying with no 

payment delay 

Additional Credit Event: Distressed Ratings Downgrade 

Interest Shortfall Cap: Applicable 

WAC Cap Interest Provision: Not Applicable 

Step-up provisions: Applicable 

If interest Shortfall Cap is applicable, then speciiy: 

Interest Shortfall Cap Fixed Cap 

Interest Shortfall Compounding: Applicable 

Rate Source: USD-LIBOR-BBA 

Optional Early Termination: Not Af^licable 

Additional Terms: The definition of "Fixed Amount" in the CDS on 

MBS Terms shall be deleted and replaced in its 
entirety with the following: 

"With respect to any Fixed Rate Payer Payment 
Date, an amount equal to the product of: 

(a) the Fixed Rate; 

(b) an amount determined by the Calculation 

Agent equal to: 

(i) the sum of the Reference Obligation 

Notional Amount (as calculated 

without taking into consideration any 
adjustment in the Reference 

Obligation Notional Amount due to 
an Implied Writedown Amount) as at 
5:00 p.m. in the Calculation Agent 
City on each day in the related Fixed 
Rale Payer Calculation Period; 
divided by 

(ii) the actual number of days in the 
related Fixed Rate Payer Calculation 
Period; and 

(c) the actual number of days in the related 
Fixed Rate Payer Calculation Period divided 
by 360." 

OfBce, Notice and Account Details: 

The Office of Buyer for this Transaction is: George Town, Grand Cayman, Cayman Islands 
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The Office of Seller for this Transaction is: London 

Telephone, Telex and/or Facsimile Numbers and Contact Details for Notices: 

Buyer: Attention: New York Derivativss 

Documentation 

Telqihone: (212)250-9425 

Fax: (212)797-0779 

Email: NYderivative.documenlation@db.com 

Seller: [ ] 

Account Details: 

Account Details of Buyer. ( ] 

Account Details of Seller: [ ] 

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this 
Confirmation and returning it to us by facsimile. 

Yours sincerely, 

DEUTSCHE BANK AG. ACTING THROUGH ITS LONDON BRANCH 

By: 

Name: 

Title: 

By: 

Name: 

Title; 

Confirmed as of the date first above written: 

GEMSTONE CDO VII LTD. 

By HBK Investment, L.P., as its Invwtment Manager 

By: 

Name: 

Title: 

By: 

Name: 

Title: 

.4 I 
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ISDA STANDAKD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE 
TRANSACTIONS ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR 
PHYSICAL SETTLEMENT' 

(published on November lOt 2006) 

This ISDA Standard Terms Sq>plement for use with Credit Derivative Transactions on Mortgage- 
Backed Security with Pay-As-You-Go or Physical Settlement (the “CDS on MBS Tams”) hereby 
incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit 
E^vatives Definitions as published by the International Sw^s and Derivatives Association, Inc. 
(“ISDA”) (the “Credit Derivatives Definitions”)- In the event of any inconsistency between the Credit 
Dwivatives Definitions and these CDS on MBS Terms, these CDS on MBS Terms will ^vem.^ 

References to the “Reference Obligation” in ttiese CDS on MBS Terms or in the relevant 
Confirmation be ti) the terms of the Reference Obligation (as defined below) set out in the 
Underlying Instruments (as defined below) as amended from time to time unless otherwise specifial 
below. 


1. General Terms: 

Trade Date: As shown in the relevant Confirmation. 

Effective Date: As shown in the relevant Confirmation. 

Scheduled Termination Date: Subject to paragraph 6, the Legal Final Maturity Date 

of the Reference Obligation, subject to adjustment in 
accordance with the Following Business Day 
Convention.- 


THE FOOTNOTES TO THIS CDS ON MBS STANDARD TERMS SUPPLEMENT ARE PROVIDED FOR 
CL/JUFICATION QNLY AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR 
DOCUMENTATION OF A CREDIT DERIVATIVE TRANSACTION. 

ISDA ha.<; not undertaken to review all ^piicahle laws and regulation: of any jurisdiction in vhich the Credit 
Derivatives Definitions or tii«e CDS on MBS Terms may be used. Therefore, parties are advised to consider tl» 
application of any relevant jurisdictiem’s Te^absry, tax, accounting, exchange or otiier requirements that may 
exist in connection with the entering into and documenting of a privately negotiate credit derivative 
transaction. . 

' The definitions and provisions in this ISDA Standard Terms Supplement fev use vrith Credit 
Derivatives Transactions <m Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement 
may be ineexporated into a Cemf^ation or otiier document (including in electronic form) (a 
“Confinnation'’) by wording in the Ckmfinnation indicating tlut, the extent to which, the 
Confinnation is subject to this ISDA Standard Terms Supplement for use with Credit Dcrivsuives 
Transactions on Motgage-Baclred Secvffity with Pay-As-You-Go or Physical Settlement. All 
definitions and provisions so incorporated in a Confiimaticx) will be applicate to that Confirmation 
unless otiierwise provided in that Confirmatioo. 

’ Parties who wish to novate a trade documented by way of a Confinnation iiKX»p<HTUing th^ CDS on 

MBS Terms should consider using the Form of Novation Confirmation set out in the Schedule to this 
ISDA Standaiti Terms Supplement. 


Copyright © November 2006 by Int^ational Sw^s & Derivatives Assctoiation, Inc. ' 
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Teiminatioii Date: 


Floating Rate Payen 
Fixed Rate Payen 
Calculation Agent: 
Cdculation Agent City: 
Business Day: 

Business Day Convention: 


Reference Entity: 
Reference Obligation: 


The last to occur of: 

(a) the fifth Business Day following the Effective 
Maturity Date; 

(b) the last Floating Rate Payer Payment Date; 

(c) the last Delivery Date; and 

(d) the last Additional Fixed Amount Payment 
Date. 

As shown in the relevant Confirmation (the "Seller”). 

As shown in the relevant Confirmation (the "Buyer”). 

As shown in die relevant Confirmation. 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 

Following (which, with the exception of the Effective 
Date, the Final Amortization Date, each Reference 
Obligation Payment Date and the period end date of 
each Reference Obligation Calculation Period, shall 
apply to any date referred to in these CDS on MBS 
Tenns or in the Relevant Confirmation that falls on a 
day that ^ not a Business Day). 

As shown in the relevant Confirmation. 

As shown in die relevant Confirmation. 


Reference Policy: 
Reference Price: 
Applicable Percentage: 


Section 2.30 of the Credit Derivatives Definitions shall 
not apply. 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 

Chi any day, a percentage equal to A divided by B. 

"A" means the product of the Initial Face Amount and 
the Initial Factor as decreased on each Delivery Date 
by an amount equal to (a) die outstanding principal 
balance of Deliverable Obligations Deliver«i to Seller 
(as adjusted by the Relevant Amount, if any) divided 
by the Current Factor on such day multiplied by (b) the 
Initial Factor. 

"B” means the product of die Original Principal 
Amount and die Initial Factor; 

(a) as increased by the outstanding principal 
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balance of any ftirther issues by the Reference 
Enti^ that are ftingible witfi and form part of 
the same legal series as the RefWence 
Obli^tion; and 

(b) as decreased by any cancellatiom of some or 
all of the Outstanding Principal Amount 
resulting from purchase of the Reference 
Obligation by or on behalf of tiie Reference 
Entity.^ 

Initial Face Amount: As shown in tije relevant Confirmation- 

Reference Obligation Notional On tiie Effective Date, the product of: 

Amount: 

(a) the Original Principal Amount; 

(b) the Initial Factor, and 

(c) the Applicable Percentage. 

Following tiic Effective Date, the Reference 

Obligation Notional Amount will be: 

(i) decreased on each day on which a Principal 
Payment is made by the relevant Principal 
Payment Amount; 

(ii) decreased on the day, if any, on which a 
Failure to Pay Principal occurs by the relevant 
Principal Shortfall Amount; 

(iij) decreased on each day on which a Writedown 
occure by the relevant Writedown Amount; 

(iv) increased on each day on which a Writedown 
Reimbursement occurs by any Writedown 
Reimbureement Amount in respect of a 
Writedown Reimbursement within paragraphs 
(ii) or (iii) of the definition of “Writedown 
Reimbursement"; and 

(v) decreased on each Delivery Date by an amount 
equal to the relevant Exercise Amount minus 
the amount determined pursuant to paragraph 
(b) of “Physical Settlement Amount” below, 
provided ftat if any Relevant Amount is 
applicable, the Exercise Amount will also be 
deemed to be decreased by such Relevant 
Amount (or increased by the ^solute value of 
such Relevant Amount if such Relevant 
Amount is negative) with effect from such 


This rqjresents the percentage covored by the relevant Transat^on of the Outstanding Principal 
Amount. It may be more than 100%. 
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Initial Payment: 

2. Filed Payments; 

Fixed Rate Payer; 

Fixed Rate: 

Fixed Rate Payer Period End 
Date: 

Fixed Rate Payer Payment 
Dates: 


Fixed Amount: 
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Delivery Date; 

provided that if the Reference Obligation Notional 
Amount would be less than zero, it shall be deemed to 
be zero. 

For the avoidance of doubt, die Reference Obligation 
Notional Amount shall not be increased by any 
deferral or capitalization of interest that relate to the 
Term of this Transaction or decreased by payment of 
any portion of die principal balance of Reference 
Obligation that is attributable to die deferral or 
c^italization of interest during the Term of this 
Transaction. 

As shown in die relevant Confirmation. 


Buyer 

As shown in the relevant Confirmation, subject to 
adjustment in accordance with paragraph 6 below. 

The first day of each Reference Obligation Calculation 
Period- 

In the relevant Confirmation, the parries shall specify 
either ‘*Not CMBS Convention” or “CMBS 
Convention" as applicable. 

If "Not CMBS Convention" is specified in the relevant 
Confirmation, the Fixed Rate Payer Payment Dates 
shall be each day falling five Business Days after a 
Reference Obligation Payment Date; provid^ that the 
final Fixed Rate Payer Payment Date shall fail on the 
fifth Business Day following the Effective Maturity 
Date. 

If ‘‘CMBS Convention” is specified in the relevant 
Confirmation, the Fixed Rate Payer Payment Dates 
shall be, after each Reference Obligation Payment 
Date, die next following 25th calendar day of the 
month, except that when a Reference Obligation 
Payment Date fells on or after 25di calendar day of a 
month, the Fixed Rate Payer Payment Date in respect 
of such Reference Obligation Ptiymrat Date shall be 
25th calendar day of the next following mondi; 
provided that the final Fixed Rate Payer Payment Date 
stall fall on the fifth Business Day following the 
Effective Maturity Date. 

In the relevant Confirmation, the parties shall specify 
"Fixed Amount definition for underlying with no 
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Additionat Fixed Amount 
Payment Dates: 


payment delay” or “Fixed Amount definition for 
underiying wift payment delay”. 

If “Fixed Amount definition for underlying with no 
payment delay” is ^ecified in the relevant 
Confirmation^ the Fixed Amount shall be, with respect 
to any Fixed Rate Payer Payment Date, an amount 
equal to the product of: 

(a) the Fixed Rate; 

(b) an amount detamined by the Calculation Agent 
equal to: 

(i) the sum of the Reference Obligation 
Notional Amount as at 5:00 p.m. in the 
Calculation Agent City on each day in 
the related Fixed Rate Payer Calculation 
Period; divided by 

(ii) the actual number of days in the related 
Fixed Rate Payer Calculation Period; 
and 

(c) the actual number of days in the related Fixed 
Rate Payer Calculation Period divided by 360. 

If “Fixed Amount definition for underlying witii 
payment delay” is specified in the relevant 
Confirmation, tiicn the Fixed Amount shall be with 
respect to any Fixed Rate Payer Payment Date, an 
amount equal to the product of: 

(a) the Fixed Rate; 

(b) the Reference Obligation Notional Amount 
outstanding on the last day of the Reference 
Obligation Calculation Period related to such 
Fixed Rate Payer Payment Date, as adjusted 
for any increases or decreases of the Reference 
Obligation Notional Amount on the Reference 
Obligation Payment Date immediately 
preceding the related Reference Obligation 
Payment Date; and 

(c) die actual number of days in the related Fixed 
Rate Payer Calculation Period divided by 360. 

(a) Each Fixed Rate Payer Payment Date; and 

(b) in relation to each Additional Fixed Payment 
Event occurring aftw the SKX)nd Business Etey 
prior to die last Fixed Rate Payer Payment 
Date, the fifth Business Day after Buyer has 
received notification fiom Seller or die 
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Calculation Agent of the ocoirrence of such 
Additional Fixed Payment Event. 

Additional Fixed Payments: Following the occurrence of an Additional Fixed 

Payment Event in respect of the Reference Obligation, 
Buyer shall pay the relevant AtWitional Fixed Amount 
to Seller on the first Additioiml Fixed Amount 
Payment Date ^ling at least two Business Days (or in 
the case of an Additional Fixed Payment Event dtat 
occurs after the second Business Day prior to the last 
Fixed Rate Payer Payment Date, five Busings Days) 
after the delivery of a notice by the Calculation Agent 
to the parties or by Seller to Buyer stating that die 
related Addition^ Fixed Amount is due and showing 
in reasonable detail how such Addidona! Fixed 
Amount was determined; provided that any such 
notice must be given on or prior to the fifth Business 
Day following die day that is one calendar year aft^ 
the Effective Maturity Date. 

Additional Fixed Payment The occurrence on or after the Effective Date and on 

Event: or before the day that is one calendar year after the 

Effective Maturity Dale of a Writedown 
Reimbursement, a Wncipa! Shortfall Reimbursement 
or an Interest Shortfall Reimbursement 


Additional Fixed Amount; 

With respect to each Additional Fixed Amount 
Payment Date, an amount equal to the sum of; 


(a) 

the Writedown Reimbursement Payment 
Amount (If any); 


(b) 

the Principal Sbortfall Rcinibuisemcnt 
Payment Amount (if any); and 


(c) 

die Interest Shortfel! Reimbursement Payment 
Amount (if any). 


For the avoidance of doubt, each Writedown 
Reimburecment Payment Amount, Principal Shortfall 
Reimbursement Payment Amount or Interest Shortfall 
Reimbursement Payment Amount (as applicable) shall 
be calculated using the Applicable Percentage which 
tak^ into account the aggregate adjustment made to 
the Applicable Percentage in respect of all Delivery 
Dates that have occurred prior to the date of such 
calculation. 


3. Floating Payments: 

Floating Rate Payer: Seller 

Floating Rate Payer Payment In relation to a Floating Amount Event, die fust Fixed 
Rate Payer Payment Date falling at least two Busina 


6 

PSt-M&T.8ank.02-0247 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01196 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1193 


Dates: 


Floating Payrnente: 

Floating Amount Event: 
Floating Amwmt: 
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Days (or in the case of a Floating Amount Event that 
occurs on the Legal Final Maturity Date or the Final 
Amortization Date, the fifth Business Day) after 
delivery of a notice by the Calculation Agent to die 
parties or a notice by Buyer to Seller that the related 
Floating Amount is due and showing in reasonable 
detail how such Floating Amount was determined; 
provided that any such notice must be g^ven on or prior 
to toe fifth Business Day following the Effective 
Maturity Date. 

If a Floating Amount Event occurs, then on toe relevant 
Floating Rate Payer Payment Date, Seller will pay toe 
relevant Floating Amount to Buyer. For toe avoidance 
of doubt, the Conditions to Settlement are not required 
to be satisfied in i^ecl of a Floatmg Payment. 

A Writedown, a Failure to Pay Principal or an Interest 
Shortfall. 

With to each Floating Rate Payer Payment 

Date, an amount equal to toe sum of: 

(a) toe relevant Writedown Amount (if any); 

(b) toe relevant Principal Shortfall Amount (if any); 
and 

(c) the relevant Interest Shortfall Payment Amount 
{if any). 

For the avoidance of doubt, each Writedown Amount, 
Principal Shortfall Amount or Interest Shoitfell 
Payment Amcmnt (as applicable) shall be calculated 
using toe Applicable Percentage which takes into 
account the aggregate adjustment made to toe 
Applicable Percentage in reject of all Delivery Dates 
that have occuned prior to toe dale of such calculation. 


7 


PSI-M&T_Bank-02-0248 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 01197 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



1194 


Footnote Exhibits - Page 1946 


4. Credit Events and Physical Settlement 

Conditions to Settlement: Credit Event Notice 

Notifying Party: Buyer 
Notice of Physical Settlement 
Notice of Publicly Available Information: Applicable 

Public Sources: Hie public sources listed in 
Section 3.7 of die Credit 
Derivatives Definitions; 
provided that Servicer Reports 
in respect of the Reference 
Obligation and, in respect of a 
Distressed Ratings Downgrade 
Credit Event only, any public 
communications by any of the 
Rating Agencies in respect of 
the Reference Obligation shall 
also be deemed Public Sources. 

Specified Number 1 

provided that if die Calculation Agent has previously 
delivered a notice to the parties or Buyer has 
previously delivered a notice to Seller pursuant to the 
definition, of “Floating Rate Payer Payment Dates" 
above in respect of a Writedown or a Failure to Pay 
Principal, the only Condition to Settlement with respect 
to any Credit Event shall be a Notice of Physical 
Settlement 

The parties agree that with respect to die Transaction 
and notwithstanding anything to the contrary in the 
Credit Derivatives Definitions: 

(a) the Conditions to Settlement may be satisfied 
on nKire than one occasion; 

(b) multiple Physical Settlement Amounts may be 
payable by Seller 

(c) Buyer, when providing a Notice of Physical 
Settlement, must specify an Exercise Amount 
and an Exercise Percentage; 

(d) if Buyer has delivered a Notice of Physical 
Settlement that specifies an Exercise Amount 
that is less than the Reference Obligation 
Notional Amount as of the date on which such 
Notice of Physical Settlement is delivered 
(calculated as though Physical Settlement in 
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Credit Events: 


Obligation: 

5. Intere^ Shortfall 

Interest Short&ll Payment 
Amount: 

Interest Shortfall Cap: 
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respect of all previously delivered Notices of 
Physical Settlement has occurred in full), the 
rights and obligations of the parties under the 
Transaction shall continue and Buyer may 
deliver additional Notices of Ph)^ical 
Settlement with respect to the initial Credit 
Event or with respect to any ^ditional Credit 
Event at any time thereafter, and 

(e) any Notice of Physical Settlement shall be 
delivered ho later ^an 30 calendar days after 
the fifth Business Day following the earlier of 
the Effective Maturity Date and the Optional 
Step-up Early Termination Efete. 

Section 3.2(d) of the Credit Derivatives Definitions is 
amended to delete the words “that is effective no later 
than thirty calendar days after the Event Determination 
Dale”. 

Section 3.3 of the Credit Derivatives Definitions is 
amended so that the following is added as sub-clause 
(d): 

“(d) the expiration of any applicable grace period for a 
Failure to Pay Principal Credit Event”. 

The following Credit Events shall apply to the 
Transaction (and the first sentence of Section 4. 1 of Ae 
Credit Derivatives Definitions shall be amended 
accordingly): 

Failure to Pay Principal 

Writedown 

Addition^ Oedit Event (as shown in the 
relevant Confirmation). 

Reference Obli^^tion Only 


In respect of an Interest Shortfall, the relevant Interest 
Shortfall Amount; provided that, if Interest Shortfall Cap is 
specified as applicable in the relevant Confirmation and the 
Interest Sbortfdl Amount exceeds the Interest Shortfall Cap 
Amount, the Interest Shortfall Payment Amount in respect 
of such Interest Shortfall shall be the Inter^t Shortfall Cap 
Amount 

As shown in the relevant Confirmation. 
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Interest ShoitfeU Cap Amount: 
Actual Inters Amount: 


WAC Cap interest Provision: 


Expected Interest Amount: 
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As set out in the Interest Shortfall Cap Annex. 

With rwpect to any Reference Obligation Payment Date, 
payment by or oh behalf of Ae Issuer of an amount in 
respect of interest due under die Reference Obliption 
(incluthng, without limitation, any deferred interest or 
default interest but excluding payments in respect of 
prepayment penaltitt, yield maintenance provisions or 
principal, except that the Actual Interest Amount shall 
include any payment of principal repr^enting c^italized 
interest that relate to the Term of the Transaction) to the 
holder(s) of die Reference Obligation in respect of the 
Reference Obligation. 

As shown in the relevant Confirmation. 

For this purpose, "WAC Cap" means a weighted average 
coupon or weighted average rate cap provision (however 
defined in the Underlying Instruments) of the Underlying 
Instruments that limits, increases or decreases the interest 
rate or interest entitlement in circumstances where the 
Underlying Instruments as at the Trade Date and without 
regard to any subsequent amendments, do not provide for 
any interest shcutfail arising as a result of such provision to 
be deferred, capitalized or otherwise compensate for at any 
future time. 

With respect to any Reference Obligation Payment Date, the 
amount of current interest that would accrue during the 
related Reference Obligation Calculation Period calculated 
using the Reference Obligation Coupon on a principal 
balance of the Reference Obligation equal to: 

(a) the Outstanding Principal Amount taking into 
account any reductions due to a principal deficiency 
balance or realized loss amount (howev^ described 
in the Underlying Instruments) that are attributable 
to the Reference Obligation minus 

(b) the Aggregate Implied Writedown Amount (if any) 

and that will be payable on the related Reference Obligation 
Payment Date assuming for this purpose that sufficient 
funds are available therefor in accordance with the 
Underlying Instruments. Except as provided in (a) in the 
previous sentence, die Expect^ Interest Amount shall be 
determined without regard to (i) unpaid amounts in respect 
of accrued interest on prior Reference Obligation Payment 
Dates, or (ii) any prepayment penalties or yield maintenance 
provisions. 

The Expected Interest Amount shall be determined: 

(x) if WAC Cap Interest Provision is specified as 
applicable in the relevant Confirmation, after giving 
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effect to any WAC Cap; and 

(y) if WAC Cap Interest Provision is specified as not 
applicable in the relevant Confinnation, without 
giving effect to any WAC Cap; and 

in either case without regard to the effect of any provisions 
(however described) of such Underlying Instruments that 
otherwise permit the limitation of due payments to 
distributions of funds available from proceed of the 
Underlying Assets, or that provide for the capitalization or 
deferral of interest on the Reference Obligation during the 
Term of the Transaction, or that provide for the 
extinguishing or reduction of such payments or distributions 
(each a ‘‘Limitation Provision”) (but, fw the avoidance of 
doubt, taking account of any Writedown within paragraph 
(i) of the definition of “Writ^own” occurring in accordance 
with the Underlying Instruments)^. 

For the purposes of calculating the Expected Interest 
Amount, and notwithstanding any other provision herein, 
the Reference Obligation Coupon shall be deemed to include 
any cap stated in the Underlying Instrument that is not a 
Limitation Provision and, where WAC Cap Interest 
Provision is specified as not applicable in the relevant 
Confirmation, is not a WAC Cap. 

Intei^ Shortfall: With respect to any Reference Obligation Payment Date, 

either (a) the non-payment of an Expected Interest Amount 
or (b) payment of an Actual Interest Amount that is less 
than the Expected Interest Amount 

For toe avoidance of doubt, the occurrence of an event 
within (a) or (b) shall be determined taking into account any 
payment made under the Reference Policy, if applicable. 

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date, an 

amount equal to the greater of: 

(a) zero; and 

(b) the amount equal to the product of: 

(i) (A) the Expected Interest Amount; 

minus 

(B) the Actual Intei^t Amount; and 

(ti) the Applicable Percentage; 

provided that, with respect to the first Reference Obligation 
Payment Date only, the Interest Shortfell Antount shall be 


Note that this will not impact the dctCTmiiation of “Expected Interest Amount” in respect of a 
Reference Obligation that does not have a Limitation Provision. 
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Interest Shortfall 
Reimbureement; 


Interest Shortfall 
Reimbursement Amount: 


Interest Shortfall 
Reimbursement Payment 
Amount: 


the amount detomined in accordance with (a) and (b) above 
multiplied by a fraction equal to: 

(x) die number of days in the first Fixed Rate l^yer 
Calculation Period; over 

(y) the numbCT of days in the first Reference Obligation 
Calculation Period. 

With respect to any Reference Obli^tion Payment Date, the 
payment by or on behalf of the Ikuct of an Actual InterKt 
Amoimt in respect of the Reference Obligation diat is 
greater dian die Expected Interest Amount. 

With respect to any Reference Obligation Payment E^te, the 
product of (a) the amount of any Interest Shortfall 
Reimbursement on such day and (b) the Applicable 
Percentage. 

If Into’est Sbort^l C^ is specified as not applicable in the 
relevant Confirmation, the relevant Interest Shortfall 
Reimbursement Amount If Interest Shortfall Cap is 
specified as applicable in the relevant Confirmation, the 
amount determined pursuant to the Interest Shortfall Cap 
Annex. 


6. Consequences of Step>up of the Reference Obligation Coupon 

Step-iq) provisions: As shown in the relevant Confirmation. 

If the Step-up provisions are applicable, then the following 
provisions of this paragraph 6 shall apply. 

Step“up: On any day, an increase in the Reference Obligation Coupon 

due to the failure of the Issuer or a third party to exweise, in 
accordance with die Underlying Instruments, a "clean-up 
call” or other right to purchase, redeem, cancel or terminate 
(however described in the Underlying Instruments) the 
Reference Obli^tion. 

Non-Call Notification Date: The date of delivay by the Calculation Agent to the parties 

or by Buyer to Seller of a Non-Call Notice. 


Non-Call Notice: A notice given by the Calculation Agent to die parties or by 

Buyer to Seller diat the Reference Oblij^don has not been 
purchased, redeemed, cancelled or terminated by die Issuer 
or a diird party, in accordance with the Underlying 
Instruments, pursuant to a ‘‘clean-up call” or other right to 
purchase, redeem, cancel or terminate (however described in 
the Underlying Instruments) the Reference Obligatton, 
which failure will result in the occurrence of a Step-up. 

Increase of the Fixed Rate: Subject to ‘‘Optional Step-up Early Termination" below, 

upon the occurrence of a Stqi-up, the Fixed Rate will be 
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iiKxrea^ by the niunber of basis points by which the 
Reference Obligation Coupon is increased due to the 
Step-up, such increase to t^e effect as of the Fixed Rate 
Payer Payment Date inajnediately following the fifth 
Business Day after the Non-Call Notification Date. 

Optional Step-up Early No later than five Business Days after the Non-Call 

Termination: Notification Date, Buyer shall notify Seller (su(^ 

notification, a “Buyer Step-up Notice”) whether Buyer 
wishes to continue the Transaction at the increased Fixed 
Rate or to terminate die Transaction. 

If Buyer elects to terminate the Transaction, the date of 
delivery of the Buyer Step-up Notice shall be die Scheduled 
Termination Date (such date, the “Optional Step-iqi Early 
Termination Date”) and in such case “Increase of die Fix«i 
Rate” in this paragraph 6 shall not apply. 

No amount shall be payable by either party in respect of the 
Optional Stqi-up ^rly Termination Date other than any 
Fixed Amount, Additional Fixed Amount, Floating Amount 
or Physical Settlement Amount calculated in accordance 
with Ae terms hereof. For the avoidance of doubt, the 
obligation of a party to pay any amount that has become due 
and payable under the Transaction and remains unpaid as at 
the Optional Step-up Early Termination Date shall not be 
affect^ by die occurrence of the Optional Step-up Early 
Termination Date. 

If Buyer fails to deliver the Buyer Step-up Notice by the 
fifth Business Day after the Non-Call Notification Date, 
Buyer shall be deemed to have elected to continue the 
Transaction at the increased Fixed Rate as described under 
“Increase of the Fixed Rate". 

If Buyer e!e<^, or is deemed to have elected, to continue the 
Transaction at the increased Fixed Rate, the Transaction 
shall condnue. 


7. Settlement Terms 

Settlement Method: Physical Settlement 

Terms Relating to Physical Settlement; 

Physical Settlement Period: Five Business Days 

Deliverable Obligations: Exclude Accrued Interest 

Deliverable Obligations: Deliverable Obligation Category: Reference Obli^tion 

Only 

Physical Settlement Amount: An amount equal to: 


13 

PSI-M&T Bank.02-0254 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01203 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1200 


Delayed Payment: 


Escrow: 

Non-ctelivery by Buyer or 
occurrence of the Effective 
Maturity Date: 
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(a) the product of die Exercise Amount and the 
Reference Price; minus 

(b) the sum of: 

(i) if the Aggregate Implied Writedown 
Amount is greater tl^ the prodiu^t 
of (A) the Aggregate Inqilied Writedovm 
Amount, (B) the Applicable Percentage, 
each as determined immediately prior to 
the relevant Delivery and (C) the relevant 
Exercise Percentage; and 

(ii) the iHoduct of (A) the aggregate of all 
Writedown Amounts in respect of 
Writedowns within paragraph (iXB) of die 
definition of “Writedown" minus die 
aggregate of all Writedown 
Reimbursement Amounts in respect of 
Writedown Reimbursements widiin 
paragraph (ii)CB) of the definition of 
“Writedown Reimbursement" and (B) the 
relevant Exercise Percentage; 

provided that if the Physical Settlement Amount would 
exceed the product of: 

(1) the Reference Obligation Notional Amount as of 
the date on which the relevant Notice of Physical 
Settlement is delivered calculated as though 
Physical Setdement in respect of all previously 
delivered Notices of Physical Settlement has 
occumed in full; and 

(2) the Exercise Percentage; 

then the Physical Settlement Amount shall be deemed to be 
equal to such product 

With respect to a Delivery Date, if a Servicer Report that 
describes a Delayed Payment is delivered to holders of the 
Reference Obligation or to the Calculation Agent on or 
after such Delivery Dale, Buyer will pay the applicable 
Delayed Payment Amoiml to Seller no later than five 
Business Days following the later of (a) the day on which 
such Servicer R^rt is delivered and (b) the day on which 
sudi Delayed Payment is due and payable. 

Applicable 

if Buyer has delivered a Notice of Physical Settlement and: 

(a) Buyer does not Deliver in foil foe Deliverable 
Obligations specified in that Notice of Physical 
Setdement on or prior to the Physical Settlement 
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Date; or 

(b) the Effective Maturity Date occurs after delivery 
of the Notice of Physical Settlement but before 
Buyer Delivers the Deliverable Obli^tions 
specified in that Notice of Physical Settlement; 

then such Notice of Physical Settlement shall be deemed 
not to have been delivered and any reference in diese CDS 
on MBS Terms to a previously delivered Notice of 
Physical Settlement shall exclude any Notice of Physical 
Settlement that is deemed not to have been delivered. 
Sections 9.2(cXii) (except for the first sentence thereof), 
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives 
Definitions shall not apply. 


8. Additional Provisions: 

(a) Delivery of Servicer Report 

If eidier jMprty m^es a request in writing, the Calculation Agent agrees to provide such party 
with a copy of the most recent Servicer Report promptly following receipt of such request, if 
and to the extent such Servicer Report is reasonably available to the Calculation Agent 
(whether or not the Calculahon Agent is a holder of die Reference Obligation). In addition, if 
a Floating Payment or an Additional Fixed Payment is due hereunder, then the Calculation 
Agent or the party that notifies the other party that the relevant Floating Payment or 
Additional Fixed Payment is due, as applicable, (the "Notifying Party”) shall deliver a copy of 
any Servicer Report relevant to such payment diat is requested by the party that is not the 
Notifying Party or by either party where the Notify‘ng Party is the Calculation Agent, if and 
to die extent that such Servicer Report is reasonably available to the Notifying Party (whether 
or not the Notifying Party is a holder of the Reference Obligation). 

(b) Calculation Agent and Buyer and Seller Determinations 

The Olculation Agent shall be responsible for determining and calculating (i) the Fixed 
Amount payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating 
Anwjunt Event and the related Floating Amount and (iii) the occurrence of an Additional 
Fixed Paynwnt Event and the related Additional Fixed Amount; provided that 
notwidistanding die above, each of Buyer and Seller shall be entitled to determine and 
calculate die above amounts to die extent that Buyer or Seller, as applicable, has die right to 
deliver a notice to the other party demanding payment of such amount. The Ci^lculation 
Agent or Buyer or Seller, as applicable, shall make such detenninations and calculations 
based solely on die basis of the Servicer Reports, to the extent such Servicer Reports are 
reasonably available to the Calculation Agent or such party. The Calculation Agent or Buyer 
or Sell^, as applicable, shall, as soon as practic^le after making any of the detorminations or 
calculations specified in (i) and (ii) above, notify the parties or the other party, as applicable, 
of such detenninations and calculations. For the avoidance of doubt, if an Intorest Shortfall 
Amount is not explicitly set out in the Servicer Report but the Calculation Agent determines 
that an Interest Shortfall has occurred on the basis of information In such Servicer Report, 
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then the relevant Interest Shoitfell Amount shall be calculated by the Calculation Agent on 
the basis of siK:h infomration.^ 

(c) Adjustment of Calculation Agent Determinations 

To the extent that a Servicer furnishes any Servicer Reports correcting mfoimation contained 
in previously issued Servit^ Reports^ and such corrections impact calculations pursuant <to 
the Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by 
tire Calculation Agent to reflect the corrected information (provided tiiat, for the avoidance of 
doubt, no amounts in respect of interest shall be payable by cither party and provided that the 
Calculation Agent in performing the calculations pursuant to this paragraph will assume that 
no interest has accru^ on any adjusted amount), and the Calculation Agent shall promptly 
notify both parties of any corrected payments required by either party. Any required con«5t€xi 
payments shall be made within five Business Eteys of tire day on which such notification by 
the Calculation Agent is effective. 


9. Additional Definitions and Amendments to the Credit Derivatives Definitions 


(a) References in Sections 4.1,. 8.2, 9.1 and 9.2(a) of tire Credit Derivatives Definitions as well as 
Section 3(a)(iv) of the form of Novation Agrcen^t set forth in Exhibit E to the Credit 
Deri^^tives Definitions to the Reference Entity shall be deemed to be references to botii toe 
Reference Entity and the Insurer in respect of the Reference Policy, if applicable. 


(b) (i) The definition of “Publicly Available Information" in Section 3.5 of the Credit 

Derivatives Definitions shall be amended by (i) inserting the words “the Insurer in 
respect of the Reference Policy, if applicable” at the end of subparagraph (aXii)(A) 
thereof, (ii) inserting the words servicer, sub-servicer, master service'’ before the 
words “or paying agent" in subparagraph (aXii)(B) thereof and (iii) deleting the word 
"or" at the end of subparagraph (aXiii) thereof and inserting at the end of 
subparagraph (a)(iv) thereof the following: “or (v) is information contained in a 
notice or on a website published by an internationally recognized rating agency that 
has at any time rated the Reference Obligation”. 

(ii) The definition of “Physical Settlement” in Section 8.1 of the Credit Derivatives 
Definitions shall be amended by (i) deleting the words “Physical Settlement Amount" 
fiom the last line of the second paragraph thereof and (ii) inserting in lieu thereof the 
words “Exercise Amount". 


(iii) The definition of “Physical Settlement Date" in Section 8.4 of the Credit Derivatives 
Definitions shall be amended by deleting the last sentence thereof. 


This is intended to cover any sitiiation in which the S«viccr Report does not report on Inters 
Shortfalls. 
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(c) For the purposes of the Transaction only, the following terms have the meaninj^ given below; 

“Actual Principal Amount” means, with respect to Ae Final Amortization Date or &e Legal 
Final Maturity Date, an amount |:^d on such day by or on behalf of die Issuer in resp^t of 
principal (excluding any amount representing capitalized interest diat relates to the Term of 
the Transaction) to the holder(s) of the Reference Obligation in respect of the Reference 
Oblij^tion. 

“Aggregate Implied Writedown Amount” means die greater of (i) zero and (ii) the aggregate 
of all Implied Writedown Amounts minus die aggregate of all Implied Writedown 
Reimbursement Amounts. 

“Current Factor” means the factor of the Reference Obligation as specified in the most recent 
Servicer Report; provided diat if the factor is not specified in the most recent Swviccr Report 
or the factor specified includes deferred or capitalized interest that relates to the Term of the 
Transaction, ien the Current Factor shall be the ratio equal to (i) the Outstanding Principal 
AnKHint as of such date, determined in accordance widi the most recent Servicer Report over 
(ii) the Original Principal Amount. 

“Current Period Implied Writedown Amount” means, in respect of a Reference Obligation 
Calculation Period, an amount determined as of die last day of such Reference Obligation 
Calculation Period equal to the greater of: 

(i) zero; and 

(ii) the product of: 

(A) the Implied Writedown Percentage; and 

(B) the greater of: 

(1) zero; and 

(2) die lesser of (x) die Pari Passu Amount and (y) the Pari Passu 
Amount plus die Senior Amount minus the aggregate outstanding 
asset pool balance securing the payment obligations on the Reference 
Obligation (all such outstanding asset pool balances as obtained by 
die Calculation Agent from the most recently dated Servicer Report 
available as of such day), calculated based on the face amount of die 
assets then in such pool, whether or not any such asset is performing. 

“Delayed Payrnwit” means, with respect to a Delivery Date, a Principal Payment, Princip^ 
Shortfall Reimbursement or a Writedown Reimbursement within paragraph (i) of the 
definition of "Writedown Reimbursement” that is described in a Servicer Report delivered to 
holders of the Referenw Obligation or to the Calculation Agent on or after such Delivery 
Date. 

“Delayed Payment Amount” means, if persons who are holders of die Reference Obli^tion 
as of a date prior to a Delivery Date arc paid a Delayed Payment on or after such Delivery 
Date, an amount equal to die product of (i) the aim of all such Delayed Payments, (ii) the 
Reference Price, (iii) the Applicable Percentage immediately prior to such Delivery Date and 
(iv) the Exercise Percentage. 
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‘Distressed Ratings Downgrade" means that the Reference Obligation: 

(i) if publicly rated by Moody’s, (A) is downgraded to “Caa2” or below by Moody’s or 
(B) has the rating assigned to it by Moody’s withdrawn and, in either case, not 
reinstated within five Business Days of such downgrade or withdrawal; provided that 
if such Reference Obligation was assigned a public rating of “Baa3’’ or higher by 
Moody’s immediately prior to the occurrence of such withdrawal, it shall not 
constitute a Distressed Ratings Downgrade if such Reference Obligation is assigied a 
public rating of at least "Caal" by Moody’s within three calendar months after such 
withdrawal; or 

(ii) if publicly rated by Standard & Poor’s, (A) is downgraded to “CCC" or below by 
Standard & Poor’s or (B)has the rating assigned to it by Standard & Poor’s 
withdrawn and, in either case, not reinstated wifliin five Business Days of such 
downgrade or withdrawal; provided that if such Reference Obligation was assigned a 
public rating of “BBB-” or higher by Standard & Poor’s immediately prior to the 
occurrence of such withdrawal, it shall not constitute a Distressed Ratings Downgrade 
if such Reference Obligation is assigned a public rating of at least “000+" by 
Standard & Poor's within three calendar months after such withdrawal; or 

(iii) if publicly rated by Fitch, (A) is downgraded to “CX^C” or below by Fitch or (B) has 
the rating assigned to it by Fitch withdrawn and, in either case, not reinstated within 
five Business Days of such downgrade or wiftdrawal; provided that if such Reference 
Obligation was assigned a public rating of “BBB-’’ or higher by Fitch immediately 
prior to the occurrence of such withdrawal, it shall not constitute a Distressed Ratings 
Downgrade if such Reference Obligation is assigned a public rating of at least 
“000+” by Fitch within three calendar months after such withdrawal. 

“Effective Maturity Date” means the earlier of (a) the Scheduled Termination Date and (b) the 
Final Amortization Date. 

“Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of 
Physical Settlement relates equal to the prtxluct of (i) the original lace amount of the 
Reference Obligation to be Delivered by Buyer to Seller on the applicable Physical 
Settlement Date; and (ii) the Current Factor as of such date. The Exercise Amount to which a 
Notice of Physical Settlement relates shall (A) be equal to or less than the Reference 
Obligation Notional Amount (determined, for this purpose, without regard to the effect of any 
Writedown or Writedown Reimbursement within paragraphs (i)(B) or (iii) of “Writedown" or 
paragraphs (ii)(B) or (iii) of “Writedown Reimbursement", respectively) as of the date on 
which die relevant Notice of Physical Settlement is deliver^ calculated as though the 
Physical Settlement of all previously delivered Notices of Physical Settlement has occurred in 
full and (B) not be less than the lesser of (1) the Reference Obligation Notional Amount as of 
the date on which the relevant Notice of Physical Settlement is delivered calculated as though 
Physical Settlement in respect of all previously delivered Notices of Physical Settlement has 
occurred in full and (2) USD!00,000. The cumulative original face amount of Deliverable 
Obligations specified in all Notices of Physical Settlement shall not at any time exceed the 
Initial Face Amount. For the avoidance of doubt: (a) if any capitalization or deferral of 
interest in respect of the Reference Obligation has occurred during the Term of the 
Transaction and has not been recovered by holders of the Reference Obligation pursuant to 
the terms of the Underlying Instruments, then, for the purpose of determining the amount of 
Deliverable Obligations to be Delivered, the Exercise Amount (determined above by 
reference to the original face amount) will represent an outstanding principal balance of the 
Reference Obligation to be Delivered by Buyer that includes the proportion of unrecovered 
interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding the 
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fore^ing, the Physical Settlement Amount payable by Seller in relation to such Exercise 
Amoimt shall not include any amount in respect of such unrecovered interest 

“Exercise Percentage” means, with respect to a Notice of Physical Settlement, a percentage 
equal to the original face amount of the Deliverable Obligations specified in such Notice of 
Physical Settlement divided by an amount equal to (i) the Initial Face Amount minus (ii) the 
aggregate of the original face amount of all Deliverable Obligations specified in all previously 
delivered Notices of Physical Settlement. 

“Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal 
Final Maturity Date, an amount equal to (i) the Outstanding Principal Amount of the 
Reference Obligation payable on such day (excluding any amount representing capitalized 
interest that relates to the Term of die Transaction) assuming for this purpose that sufficient 
funds are available for such payment, where such amount shall be determined in accordance 
widr the Underlying Instruments, minus (ii) the sum of (A) the Aggregate Implied Writedown 
Amount (if any) and (B) the net aggregate principal deficiency balance or realized loss 
amounts (however described in the Underlying Instruments) that are attributable to the 
Reference Obligation. The Expected Principal Amount shall be determined without regard to 
the effect of any provisions (however described) of the Underlying Instruments that permit the 
limitation of due payments or distributions of funds in accordance with the terras of such 
Reference Obligation or that provide for the extinguishing or reduction of such payments or 
distributions. 

“Failure to Pay Principal” means (i) a failure by the Reference Entity (or any Insurer) to pay 
an Expected Wncipal Amount on the Final Amortization Date or toe Legal Final Maturity 
Date, as toe case may be, or (ii) payment on any such day of an Actual Principal Amount that 
is less than toe Expected Principal Amount, provided that toe failure by toe Reference Entity 
(or any Insurer) to pay any such amount in respect of principal in accordance with toe 
foregoing shall not constitute a Failure to Pay Principal if such failure has been remedied 
within any grace period applicable to such payment obligation under toe Underlying 
Instrurnents or, if no such grace period is applicable, within three Business Days after the day 
on which toe Expected Principal Amount was scheduled to be paid. 

“Final Amortization Date” means the first to occur of (i) toe date on which toe Reference 
Obligation Notional Amount is reduced to zero and (ii) toe date on which the assets securing 
the Reference Obligation or designated to fund amounts due in respect of the Reference 
Obligation are liquidated, distributed or otherwise disposed of in full and the proceeds thereof 
are distributed or otherwise disposed of in full. 

“Fitch” means Fitch Ratings or any successor to its rating business. 

“Implied Writedown Amount” means, (i) if the Underlying Instruments do not provide for 
writedowns, applied losses, principal deficiencies or realized losses as described in (i) of toe 
definition of “Writedown” to occur in respect of the Reference Obligation, on any Reference 
Obligation Payment Date, an amount determined by toe Calculation Agent equal to the 
excess, if any, of toe Current Period Implied Writedovm Amount over toe Previous Period 
Implied Writedown Amount, in each case in respect of toe Reference Obligation Calculation 
Period to which such Reference Obligation Payment Date relates, and (ii) in any other case. 


“Implied Writedown Percentage” means (i) toe Outstanding Principal Amount divided by 
(ii) the Pari Passu Amount. 

“Implied Writedown Reimbursement Amount” means, (i) if toe Underlying Instruments do 
not provide for writedowns, applied losses, principal deficiencies or realized losses as 
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iescribcd in (i) of the definition of “Writedown” to occur in respect of the Reference 
Obligation, on any Reference Obligation Payment Date, an amount determined by Ute 
Calculation Agent equal to the excess, if any, of the Previous Period Implied Writedown 
Amount over the Current Period Implied Writedown Amount, in each case in respect of the 
Reference Obligation Calculation Period to which such Reference Obligation Payment Date 
relates, and (ii) in any other case, zero, provided that the aggregate of all Implied Writedown 
Reimbursement Amounts at any time shall not exceed the Outstanding Principal Amount. 

“Legal Final Maturity Date" means the date set out in paragraph 1 above (subject, for the 
avoidance of doubt, to any business day convention applicable to the legal final maturity date 
of the Reference Obligation), provided that if the legto final maturity date of the Reference 
Obligation is amended, the Legal Final Maturity Date shall be such date as amended. 

“Moody’s" means Moody’s Investors Service, Inc. or any successor to its rating business. 

“Outstanding Principal Amount” means, as of any date of determination with respect to the 
Reference Obligation, the outstanding principal balance of the Reference Obligation as of 
such date, which shall take into account; 

(i) all payments of principal; 

(ii) all writedowns or applied losses (however described in the Underlying Instruments) 
resulting in a reduction in the outstanding principal balance of die Reference 
Obligation (other than as a result of a scheduled or unscheduled payment of 
principal); 

(iii) forgiveness of any arrtount by the holders of the Reference Obligation pursuant to an 
amendment to the Underlying Instruments resulting in a reduction in the outstanding 
principal balance of the Reference Obligation; 

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this 
definition; and 

(v) any increase in the outstanding principal balance of the Reference Obligation that 
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition; 
and 

(vi) any increase in the outstanding principal balance of the Reference Obligation that is 
attributable to the deferral or capitalization of interest prior to the Effective Date. 

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion 
of the outstanding principal balance of the Reference Obligation that is attributable to the 
deferral or capitalization of interest during the Term of this Transaction. 

“Pari Passu Amount" means, as of any date of determination, the aggregate of the 
Outstanding Principal Amount of the Reference Obligation and the aggregate outstanding 
principal balance of all obligations of the Reference Entity secured by the Underlying Assets 
and t^ing/rari passu in priority with the Reference Obligation. 

“Previous Period Implied Writedown Amount” means, in respect of a Reference Obligation 
Calculation Period, the Current Period Implied Writedown Amount as determined in relation 
to the last day of the immediately preceding Reference Obligation Calculation Period. 

“Principal Payment" means, with respect to any Reference Obligation Payment Date, the 
occurrence of a payment of an amount to the holders of the Reference Obligation in respect of 
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principal (scheduled or unscheduled) in respect of the Reference Obligation other than a 
payment in respect of principal representing capitalized interest that relates to the Term of the 
Transaction, excluding, for the avoidance of doubt, any Writedown Reimbursement or 
Interest Shortfall Reimbursement. 

“Principal Payment Amount" means, with respect to any Reference Obligation Payment Date, 
an amount equal to the product of (i) the amount of any Principal Payment on such date and 
(ii) the Applicable Percentage. 

“Principal Shortfell Amount” means, in respect of a Failure to Pay Principal, an amount equal 
to the greater of: 

(i) zero; and 

(ii) the amount equ^ to the product of: 

(A) the Expected Principal Amount minus the Actual Principal Amount; 

(B) die Applicable Percentage; and 

(C) 'the Reference Price. 

If the Principal Shortfell Amount would be greater than the Reference Obligation Notional 
Amount immediately prior to the occurrence of such Failure to Pay Principal, then the 
Principal Shortfall Amount shall be deemed to be equal to the Reference Obligation Notional 
Amount at such time. 

“Principal Shortfell Reimbursement” means, with respect to any day, the payment by or on 
behalf of the Issuer of an amount in respect of the Reference Obligation in or toward the 
satisfaction of any deferral of or feilure to pay principal arising from one or more prior 
occurrences of a Failure to Pay Principal, 

“Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of 
(i) the amount of any Principal Shortfall Reimbursement on such day, (ii) the Applicable 
Percentage and (iii) the Reference Price, 

“Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional 
Fixed Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in 
respect of all Principal Shortfall Reimbursements (if any) made during the Reference 
Obligation Calculation Period relating to such Additional Fixed Amount Payment Date, 
provided that the aggregate of all Principal Shortfell Reimbursement Payment Amounts at 
any time shall not exceed the aggregate of all Floating Amounts paid by Seller in respect of 
occurrences of Failure to Pay Principal prior to such Additional Fixed Amount Payment Date. 

“Rating Agencies” means Fitch, Moody’s and Standard & Poor's. 

“Reference Obligation Calculation Period” means, with respect to each Reference Obligation 
Payment Date, a period corresponding to the interest accrual period relating to such Reference 
Obligation Payment Date pursuant to the Underlying Instruments. 

“Reference Obligation Coupon” means the periodic interest rate applied in relation to each 
Reference Obligation Calculation Period on the related Reference Obligation Payment Date, 
as determined in accordance wife fee terms of the Underlying Instruments as at fee Effective 
Date, without regard to any subsequent amendment. 
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“Reference Obligation Payment Date” means (i) each scheduled distribution date for the 
Reference Obligation occurring on or after the Effective Date and on or prior to the Scheduled 
Termination Date, determined in accordance widt the Underlying Instruments and (ii) any day 
after die Effective Maturity Date on which a payment is made in respect of the Reference 
Obligation. 

“Relevant Amount” means, if a Servicer Report that describes a Principal Payment, 
Writedown or Writedown Reimbursement (other than a Writedown Reimbursement within 
paragraph (i) of “Writedown Reimbursement"), in each case that has the effect of decreasing 
or increasing the interest-accraing principal balance of the Reference Obligation as of a date 
prior to a Delivery Date but such Servicer Report is delivered to holders of the Reference 
Obliption or to the Calculation Agent on or after such Delivery Date, an amount equal to the 
product of (i) the sum of any such Principal Payment (expressed as a positive amount). 
Writedown (expressed as a positive amount) or Writedown Reimbursement (expressed as a 
negative amount), as applicable; (ii) the Reference Price; (iii) the Applicable Percentage 
immediately prior to such Delivery Date; and (iv) the Exercise Percentage. 

“Senior Amount" means, as of any day, the aggregate outstanding principal balance of all 
obligations of the Reference Entity secured by the Underlying Assets and ranking senior in 
priority to the Reference Obligation. 

"Servicer” means any trustee, servicer, sub-servicer, master servicer, fiscal agent, paying 
agent or other similar entity responsible for calculating payment amounts or providing reports 
pursuant to the Underlying Instruments. 

“Servicer Reports" means periodic statements or reports regarding the Reference Obligation 
provided by the Servicer to holders of the Reference Obligation. 

“Standard & Poor's” means Standard & Poor’s Rating Services, a division of The McOraw- 
Hill Companies, Inc. or any successor to its rating business. 

“Underlying Assets" means the assets securing the Reference Obligation for the benefit of die 
holders of the Reference Obligation and which are expected to generate the cashflows 
required for the servicing and repayment (in whole or in part) of the Reference Obligation, or 
the assets to which a holder of such Reference Obligation is economically exposed where 
such exposure is created synthetically. 

“Underlying Instruments" means the indenture, trust agreement, pooling and servicing 
agreement or other relevant agreement(s) setting forth the terms of the Reference Obligation. 

“Writedown” means the occurrence at any time on or after the Effective Date of: 

(i) (A) a writedown or applied loss (however described in the Underlying 

Instnunents) resulting in a reduction in the Outstanding Principal Amount 
(other than as a result of a scheduled or unscheduled payment of principal); 
or 

(B) the attribution of a principal deficiency or realized loss (however described in 
the Underlying Instruments) to the Reference Obligation resulting in a 
reduction or subordination of the current interest payable on the Reference 
Obligation; 

(ii) the forgivene-ss of any amount of principal by the holders of the Reference Obligation 
pirrsuant to an amendment to the Underlying Instruments resulting in a reduction in 
the Outstanding Principal Amount; or 
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(iii) if the Underiying Instruments do not provide for writedowns, applied losses, principal 
deficiencies or realized losses as described in (i) above to occur in respect of the 
Reference Obligation, an Implied Writedown Amount being determined in respect of 
the Reference Obligation by the Calculation Agent. 

“Writedown Amount" means, with respect to any day, the product of (i) the amount of any 
Writedown on such day, (ii) the Applicirle Percentage and (iii) die Reference Price. 

“Writedown Reimbursement” means, with respect to any day, the occurrence of: 

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference 
Obligation in reduction of any prior Writedowns; 

(ii) (A) an increase by or on behalf of the issuer of the Outstanding Principal Amount 

of the Reference Obligation to reflect the reversal of any prior Writedowns; 
or 

(B) a decrease in the principal deficiency balance or realized loss amounts 
(however described in the Underlying Instruments) attributable to the 
Reference Obligation; or 

(iii) if the Underlying Instmments do not provide for writedowns, applied losses, principal 
deficiencies or realized losses as described in (ii) above to occur in respect of the 
Reference Obligation, an Implied Writedown Reimbursement Amount being 
determined in respect of the Reference Obligation by the Calculation Agent. 

“Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the 
product of; 

(i) the sum of all Writedown Reimbursements on that day; 

(ii) the Applicable Percentage; and 

(iii) the Reference Price. 

“Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed 
Amount Payment Date, the sum of the Writedown Reimbursement Amounts in respect of all 
Writedown Reimbursements (if any) made during the Reference Obligation Calculation 
Period relating to such Additional Fixed Amount Payment Date, provided that the aggregate 
of all Writedown Reimbursement Payment Amounts at any time shall not exceed the 
aggregate of all Floating Amounts paid by Seller in respect of Writedowns occurring prior to 
such Additional Fixed Amount Payment Date. 
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Interest Sbortfall Cap Annex 

If Interest Shortfall Cap is specified as applicable in the relevant Confirmation, then the 
following provisions will apply: 

Interest Shortfall Cap Basis: As shown in the relevant Confirmation. 

Interest Shortfall Cap Amount: If the Interest Shortfell Cap Basis is Fixed Cap, the Interest 
Shortfall Cap Amount in respect of an Interest Shortfall 
shall be the Fixed Amount calculated in respect of the Fixed 
Rate Payer Payment Date immediately following the 
Reference Obligation Payment Date on which the relevant 
Interest Shortfall occurred. 

If the Interest Shortfall Cap Basis is Variable Cap, the 
Interest Shortfall C^ Amount applicable in respect of a 
Floating Rate Payer Payment Date shall be an amount equal 
to the product of: 

(a) the sum of the Relevant Rate and the Fixed Rate 
applicable to the Fixed Rate Payer Calculation Period 
immediately preceding the Reference Obligation 
Payment Date on which the relevant Interest Shortfall 
occurs; 

(b) the amount determined by the Calculation Agent 
under sub-clause (b) of *e definition of “Fixed 
Amount” in relation to the relevant Fused Rate Payer 
Payment Date; and 

(c) the actual number of days in such Fixed Rale Payer 
Calculation Period divided by 360. 

interest Shortfall As shown in the relevant Confirmation. 

Compounding: 

Interest Shortfall If Interest Shortfall Cap is specified as applicable in the 

Reimbursement Payment relevant Confirmation, then with respect to the first 

Amount: Additional Fixed Amount Payment Date, zero, and with 

respect to any subsequent Additional Fixed Amount 
Payment Date and calculated as of the Reference Obligation 
Payment Date immediately preceding such Additional Fixed 
Amount Payment Date, as specified by the Calculation 
Agent in its notice to the parties or by Seller in its notice to 
Buyer of the existence of an Interest Shortfall 
Reimbursement, an amount equal to the greater of: 

(a) zero; and 

(b) the amount equal to: 

(i) the product of: 

(A) the Cumulative Interest Shortfall 
Payment Amount as of the. 
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Additional Fixed Amount 

Payment Date immediately 
preceding such Reference 
Obligation Payment Date; and 

(B) either. 

(1) if Interest Shortfall 

Compounding is specified 
as applicable in the relevant 
Confirmation, the relevant 
Cumulative Interest 

Shortfall Payment 

Compounding Factor for 
the Fixed Rate Payer 
Calculation Period 

immediately preceding 
such Additional Fixed 
Amount Payment Date (or 
1.0 in respect of any 
Additional Fixed Amount 
Payment Date occurring 
after the final Fixed Rate 
Payer Payment Date); or 

(2) if Interest Shortfall 

Compounding is specified 
as not applicable in the 
relevant Confirmation, 1; 

minus 

(ii) the Cumulative Interest Shortfall Amount 
as of such Reference Obligation Payment 
Date; 

provided that if the Interest Shortfall Reimbursement 
Payment Amount on an Additional Fixed Amount Payment 
Date would exceed the Interest Shortfall Reimbursement 
Amount in respect of the related Reference Obligation 
Payment Dale, then such Interest Shortfall Reimbursement 
Payment Amount shall be deemed to be equal to such 
Interest Shortfall Reimbursement Amount. 

With respect to any Reference Obligation Payment Date, an 
amount equal to the greater of: 

(a) zero; and 

(b) an amount equal to: 

(i) the Cumulative Interest Shortfall Amount as 
of the Reference Obligation Payment Date 
immediately preceding such Reference 
Obligation Payment Date or, in the case of 
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the first Reference Obligation Payment 
Date, zero; plus 

(ii) the Interest Shortfall Amount (if any) in 

respect of such Reference Obligation 
Payment Date; plus 

(iii) either: 

(A) if Interest Shortfall Conqioimding is 

specified as applicable in the 
relevant Confirmation, an amount 
determined by the Calculation 
Agent as the amount of interest that 
would accme on the Cumulative 
Interest Shortfall Amount 
immediately preceding such 
Reference Obligation Payment Date 
during the related Reference 

Obligation Calculation Period 

pursuant to the Underlying 

Instmmcnts or, in the case of the 
first Reference Obligation Payment 
Date, zero; or 

(B) if Interest Shortfall Compounding is 
specified as not applicable in the 
relevant Confirmation, 0; minus 

(iv) the Interest Shortfall Reimbursement 
Amount (if any) in respect of such 
Reference Obligation Payment Date. 

Upon the occurrence of each Delivery, the Cumulative 
Interest Shortfall Amount shall be multiplied by a fraction 
equal to (a) the Applicable Percentage immediately 
following such Delivery divided by (b) the Applicable 
Percentage immediately prior to such Delivery, provided, 
however, that if more than one Delivery is made during a 
Reference Obligation Calculation Period, the Cumulative 
Interest Shortfall Amount calculated as of the Reference 
Obligation Payment Date occurring immediately after such 
Reference Obligation Calculation Period shall be multiplied 
by a fraction equal to (a) the Applicable Percentage 
immediately following the final Delivery made during such 
Reference Obligation Calculation Period over (b) the 
Applicable Percentage immediately prior to the first 
Delivery made during such Reference Obligation 
Calculation Period 
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The Cumulative Interest Shortfall Payment Anwimt with 
respect to any Fixed Rate Payer Payment Date and any 
Additional Fixed Amount Payment Date falling on suci 
Fixed Rate I^yer Payment Date shall be an amount equal to 
the gtater of: 

(a) zero; and 

(b) the amount equal to: 

(i) the sum of; 

(A) the Interest Shortfall Payment 
Amount for the Reference 
Obligation Payment Efete 
corresponding to such Fixed Rate 
Payer Payment Date; and 

(B) the product of: 

(1) the Cumulative Interest 
Shortfall Payment Amount 
as of the Fixed Rate Payer 
i^yment Date immediately 
preceding such Fixed Rate 
Payer Payment Date (or 
zero in the case of the first 
Fixed Rate Payer Payment 
Date); and 

(2) either: 

(AA) if Interest Shortfall 

Compounding, is specified 
as applicable in the relevant 
Confirmation, the relevant 
Cumulative Interest 

Shortfall Payment 

Compounding Factor, or 

(BB) if Interest Shortfall 

Compounding is specified 
as not applicable in the 
relevant Confirmation, 1; 

minus 

(ii) any Interest Shortfall Reimbureement 

Payment Amount paid on such Fixed Rate 

Payer Payment Date. 

Widi r^pect to any Additional Fixed Amount Payment Date 
falling after the final Fixed Rate Payer Payment Date, the 
Cumulative Interest Shorttell Payment Amount shall be 
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equal to: 

(x) the Cumulative Interest Shortfall Payment Amount 
as of the Additional Fixed Amount Payment Date 
immediately preceding such Additional Fixed 
Amount Payment Date (or as of the final Fixed Rate 
Payer Payment Date in the case of the first 
Additional Fixed Amount Payment Date o(x;umng 
after the final Fixed Rate Payer Payment Date); 
minus 

(y) any Interest Shortfall Reimbuisement Payment 
Amount paid on such Additional Fixed Amount 
Payment Date. 

Upon *e occurrence of each Delivery, the Cumulative 
Interest Shortfall Payment Amount shall be multiplied by a 
fraction eqtial to (a) the Applicable Percentage immediately 
following such Delivery divided by (b) the Applicable 
Percentage immediately prior to such Delivery; provided, 
however, that if more than one Delivery is made during a 
Reference Obligation Calculation Period, Ae Cumulative 
Interest Shortf^ Payment Amount calculated as of the 
Reference Obligation Payment Date occurring immediately 
after such Reference Obli^tion Calculation Period shall be 
multiplied by a fraction equal to (a) the Applicable 
Percentage immediately following the final Delivery made 
during such Reference Obligation Calculation Period and (b) 
the Applicable Percentage immediately prior to the first 
Delivery made during such Reference Obligation 
Calculation Period. 
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Cumulative Interest Shortfall 
Payment Compounding Factor 


Relevant Rate: 


Rate Source: 
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With respect to any Fixed Rate Payer Calculation Period, an 
amount equal to the sum of: 

(a) 1.0; 
plus 

(b) the product of: 

(i) the sum of (A) the Relevant Rate plus (B) 
the Fixed Rate; and 

(ii) the actual number of days in such Fixed 
Rate Payer Calculation Period divided by 
360; 

provided, however, that the Cumulative Interest Shortfall 
Payment Compounding Factor shall be deemed to be 1.0 
during the period fiom but excluding the Effective Maturity 
Date to and including the Termination Date. 

With respect to a Fixed Rate Payer Calculation Period, the 
Floating Rate, expressed as a decimal number with seven 
decimal places, that would be determined if: 

(a) the 2000 ISDA Definitions (and not fire 2003 ISDA 
Credit Derivatives Definitions) applied to this 
paragraph; 

(b) the Fixed Rate Payer Calculation Period were a 
"Calculation Period” for purposes of such 
determination; and 

(c) the following terms applied: 

(i) the Floating Rate Option were the Rate 
Source; 

(ii) the Designated Maturity were the period 
that corresponds to the usual length of a 
Fixed Rate Payer Calculation Period; and 

(iii) the Reset Date were the first day of the 
Calculation Period; 

provided, however, that the Relevant Rate shall be deemed 
to be zero during the period from but excluding the Effective 
Maturity Date to and including the Termination Date. 

As shown in the relevant Confirmation. 
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Schedule 

Form of Novation Confirmation 
[Headed paper of Party A] 

NOVATION CONHRMATION 

for use with the ISDA Stantod Terms Supplement for use with Credit Derivative Transaction on 
Mortage-Backed Security with Pay-As-You-Go or Physical Settlement as published by the 
International Swq)s and Derivatives Association, Inc. 


Date: 

To: [Name and Addr^s or Facsimile Number of Party B and I^rty C] 

From: [Party A] 

Re: Novation Transaction 


Dear 


The purpose of this [facsinule][letter] is to confirm the terms and conditions of the Novation 
Transaction entered into between the parties and effective from the Novation Date specified below. 
This Novation Confirmation constitutes a “Confirmation” as referred to in the New Agreement 
specified below, 

1 . The definitions and provisions contained in the 2004 ISDA Novation Definitions (die 
“Definitions”), the terms and provisions of the 2003 ISDA Credit Derivatives Definitions (the “Credit 
Derivatives Definitions”), as published by the International Swaps and Derivatives Association, Inc. 
and amended from time to time and the Annex hereto are each incorporated in this Novation 
Confirmation. In the event of any inconsistency between (i) the Definitions (as amended by the 
Annex hereto), (ii) the Credit Derivatives Definitions and/or (iii) the Novation Agreement (as 
amended by tiie Annex hereto), this Novation Confirmation will govern. 

2. The terms of die Novation Transaction to wliich this Novation Confirmation relates 
are as follows: 


[Novation Timle Date;] 

No\^tion Date: 

Novated Percentage: 

[Transferor][Transferor 1 (and notwidistanding Section 1.5 of die Definitions)]: 
[Transferor 2 (and notwithstanding Section 1 .5 of the Definitions)]: 
[Transferee][Traiisferee 1J: 
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Remaining Party (and notwitbstanding Section 1.6 of the Definitions)3[Traiisferee 2 (and 
notwithstanding Section 1.6 of the Definitions)]: 

[New Agreement (between [Transfece 1 and Transferee ISDA Master Agreement (dated as 

2][Transfc^ and Remaining Party])]; of ][as per Section ! . H of 

the Definitions] subject to [English 
taw][toe laws of die State of New 
Yoric] 


3. The terms of eadi Old Transaction to which this Novation Confirmation reiates[, for 
identification purposes, are as follows:][shall be specified in the copy of the Old Confirmation 
attached hereto as Exhibit A.] 


Reference Entity: 

Reference Obligation: 

Trade Date of Old Transaction: 

Effective Date of Old Transaction: 
Applicable Pracentage of Old Transaction: 
Schedulwi Termination Date of Old 
Transaction: 


4. The terms of each New Transaction to which tois Novation Confirmation relates [are 

as foUows:][shall be specified in Section[s] [. and ] of] the copy of the Old Confirmation 

attached hereto as Exhibit A.3[shaU be specified in the New Confirmation attached hereto as Exhibit 

wmi 


Full First Calculation Period Applicable, [commencing on [ ]] 

[commencing on [ ], with respect to 
any amounts to be paid by the 
Transferee, and [ ], with respect to 
any amounts to ^ paid by the 
Remaining Party. 


5. Odier Provisions: [[Additional Provisions relating to the New Transaction][Credit 
Support Documents relating to the New Transaction]); 

6. Miscellaneous Provisions; [Non-Rcliance][ ] 

7. Notice Details: 

Telephone and/or Facsimile Numbers for Notices: 

Transferee: [ ' ] 

Remaining Party: [ ] 


8. [The parties confirm their acceptance to be bound by this Novation Confirmation as 
of the Novation Date by executing a copy of this Novation Confirmation and returning it to us]. The 
Transferor, by its execution of a copy of this Novation Confirmation, agrees to the terms of the 
Novation Confumation as it relates to each Old Transaefion. The Transferee, by ite execution of a 
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copy of this Novation Confirmation, agrees to the terms of the Novation Confirmation as it relates to 
each New Transaction.]. 

9. The Remaining Party and the Transferee agree that, notwithstanding any provision in 
the Old Transaction to ^ich this Novation Confirmation relates, all rights of the Remaining Party 
md the Transferor in respect of Floating Amounts and Additional Fixed Amounto that arose before 
toe Novation Date shall be deemed to have been excrci^d and all obligations of such parties in 
r^pect of such events that have arisen or are deemed to have arisen shall be deemed to have been 
satisfied in fill!, in each case solely for toe purposes of determining toe rights and obligations of the 
Remmnmg Party and the Transferee under toe New Transaction. Nothing in this paragraph shall 
affect toe rights or obligations of the Remaining Party or toe Transferor under the Old Transaction. 


(Name of Remaining Party) 


(Name of Transferor) 


By: ... 
Name: 
Title; 
Date: 


By:..., 

Name: 

Title: 

Date: 


(Name of Transferee) 

By: 

Name: 

Title; 

Date: 
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Annex 


1 . Section 2(a) of the Novation Agj^ement shall be deemed to be amended as follows: 

(a) by the insertion of “(i) ” after the words “wifti respect to” in the fifth line thereof; and 

(b) by the addition of die following at the end thereof: 

"and any rights or obligations arising in respect of Floating Amount Events or 
Additional Fixed Amount Events, in each case in respect of which the Remaining 
Party or die Transferor (each an “Original Party”), as applicable, had the right to 
deliver a notice pursuant to the terais of die Old Transaction but such notice was not 
delivered by that party or the Calculation Agent prior to the Novation Date (each mi 
“E xcliKied Event”) provided that the rights of the Original Parties to deliver a notice 
in respect of an Excluded Event pursuant to the Old Transaction shall expire on the 
bOthcalendar day following the Novation Date.” 

2. Section 2(b) of the Novation Agreement shall be deemed to be amended by die addition of the 
following after the woids ‘Novation Date,” in the last line thereof: 

‘W excluding any ri^ts or obligations in respect of Excluded Events,” 

3. The definition of ‘Novated Amount" in Section 1.18 of die Definitions shall be replaced by 
the following definition of "Novated Percentage": 

'“‘Novated Percentage" means the portion of the Applicable Percentage of the Old 
Transaction that is the subject of the Novation TransM5tion. If the Novated Percentage 
is less than 100% of the Applicable Percentage of the Old Transaction, the Old 
Transaction shall remain in fiill force and effect but all future payments, deliveries 
and calculations th^eunder shall be based on an Applicable Percentage diat has been 
reduced by the relevant Novated Percentage,” 

Each reference to "Novated Amount” in die Definitions and the Novation Agreement shall be 
deemed to be a reference to "Novated Percentage”. 

4. Section 2. 1 (a)(iii)(DXi) of the Definitions shall not apply 


ICM:2978683.12 
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SCHEDULE I 


FORM OF CONFIRMATION FOR ABX TRANCHE SECURITIES 


Deu^be Bank AG 



DATE: [Date] 

TO: Gcmsft^ne CDO VII LM. 

Facsimile No: [Dumber] 

FROM: [Deutsche Bank AG, acting through its New York Branch] 

SUBJECT: ABX [specify series, tranche and version, if any] Transaction 

REFNO: [ ] 


The purpose of this communication (this "Confinnation’*) is to set forth the terras and conditions 
of the Master Transaction (as defined in the ABX Standard Terms (as defined below)) relating to 
residential morlgt^c-backed security reference obligations entered into between you Gemstone CDO VII 
Ltd. (“Party B“) arid us Deutsche Bank AG, acting through its New York Branch (“Party A"). This 
Confirmatior) constitutes a “Confirmation” as rcfcTTcd to in the ISDA Master Agreement specified below. 

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions, as 
published by the Internationa! Swaps and Derivatives Asswiation, Inc. (the “Credit Derivatives 
Definitions”), and the ABX Transactions Standard Terms Supplement, as published by CDS IndexCo 
LLC on January 19, 2006 (the “ABX Standard Tenns”), are incorporated into this Ckmfirmation, In the 
event of any inconsistency between the Credit Derivatives Definitions or the ABX Standard Terms and 
this Confirmation, this Confirmation will govern. In the. event of any inconsistency between the ABX 
Standard Terms and the Credit Derivatives Definitions, the ABX Standard Terms will govern. 

This Confirmation sui^lements, forms a part of and is subject to the 1992 ISDA Master 

Agreement (Multicuircncy - Cross Border) and the Schedule thereto, dated as of [ ]. as amended and 

supplemented from time to time (the “Master Agreement”), between Party A and Party B. All provisions 
contain«j in, or incorporated Ity reference in, the Master Agreement shall govern this Confirmation 
excqit as expressly modified below. 

The terms of the Master Transaction to which this Confinnation relates axe as follows; 


Index: 

Annex Date: 

T^c Date: 

Effective Date: 

Scbedul«i Tamination Date: 

Floating Rate Payer: 


ABX [specify scries, tranche, and version, if any] 
[launch date of Index] 

( ) 

[Trade Date] 

[the latest Legal Final Maturity Date of any Reference 
Obligation in the Relevant Annex] 

[ ] (the “Seller'’) 
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Fixed Rate Payer 

A^rcgate Floating Rate Payw Calculation 

Amount 

Fixed Rate: 

Initial Payment Payer; 

Initial Payment Amount 
[Additional Terras (if any): 


[ ] (the “Buyer") 

[ 1 

[ ]% per annum (specify the fixed rate for the Index 
published by the Index Publisher as of the launch date] 
(Buyer][Sel!erJ 
( 1 

[ ]] 


Notice and Account Details: 


Party A’s Office/Telephone/Facsiroilc: 


Party B’s Office/Telephone/Facsimile: 


Accxjunt Details of Party A: 


Account Details of Party B: 


[address] 

Telephone: [ } 

Facsimile: [ ] 

[address] 

Telephone: [ ] 

Facsimile: [ ] 

For the Account of: [ ] 

Bank; [ ] 

Account No: [ ] 

Fed ABA No: [ J 

For the Account of: [ ) 

Bank;[ ] 

Account No: [ ] 

Fed ABA No: [ } 
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Please confinn your agreement to be bound by the tcnns of the foregoing executing a copy of 

this Confirmatios and returning it to us at the contact information listed above. 

DEUTSCHE BANK AG. ACTING THROUGH ITS NEW YORK BRANCH 

By: 

Name: 

Title: 

By: 

Name; 

Tide; 

Confirmed as of the date first above written: 

GEMSTONE CDO VH LTD. 

By HBK Inveslmcnte. L.P., New York Branch, as its Investment Manager 

By: 

Name: 

Title: 

By: 

Name: 

Title: 
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ABX TRANSACTIONS 
STANDARD TERMS SUPPLEMENT 
(published on January 19, 2006)‘ 

This ABX Transactions Standard Terms Supplement (the “ABX Standard Totiuj”) hereby 
incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit Derivatives 
Defmitions, as published by the International Swaps and Derivatives Association. Inc. (the “Credit 
Derivatives Defmitions”). In tiie event of any inconsistency between the Credit Derivatives Defmitions 
and these ABX Standard Terms, these ABX Standard Terms wiU govern. 

The parties agree that, by entering into a transaction governed by these ABX Standard Terms (a 
“Master Transaction”), they have entered into a separate Credit Derivative Transaction (each, a 
“Component Transaction") in respect of each Reference Obligation listed In the Relevant Annex (as 
defined below). Upon entering into a confirmation or other document (including in electronic fonn) (a 
‘Confirmation") for a Master Transaction incorporating these ABX Standard Terms, the parties thereto 
shall be deemed to have entered into a C^Dnfirmation in respect of each such Component Transaction with 
reflect to the related Reference Obligation listed in the Relevant Annex. Subject to paragraph 7 below 
and except as otherwise expressly provided herein or in the relevant Confirmation, each Component 
Transaction constitute an independent Transaction for puipose of the Master Agreement (as specified in 
the relevant Confirmation). 

References in these ABX Standard Terms to a Reference Oblig^ion and the terms relating thereto 
shall be to the terms of such Reference Obligation set out in the applicable Underlying inseniments (as 
defined below) as amended from time to time unless otherwise specified below. 

The terms of each Component Transaction to which these ABX Standard Terms relate are as 

follows: 

1. C^neral Ternis: 

Index: As shown in the relevant (2onfinnation. 

Index Sponsor: CDS IndexCo LLC 

Trade Dale: As shown in the relevant Confirmation. 

Effective Dale: As shown in the relevant Confirmation. 

Scheduled Termination Date; As shown in the relevant Confirmation. 

Component Transaction With respect to a Component Transaction, the Legal 

Scheduled Termination Date: Final Maturity Date for the applicable Reference 

Obligation, subject to adjustment in accordance with 
the Following Business Day Convention. 


‘ The definitions and provisions of this ABX Transactions Standard Tenns Supplement may be inccsporated 
into a Confirmation (as defined herein) by wording in die Confirmation indicating that, or the extent to which, the 
Confirmation is subject to this ABX Transactions Standard Terms Supplement All definitions and piovbions so 
iocmpor^cd in a Confirmation will be applicable to that Confiimaiion unless otherwise provided in that 
Confirmation. 
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Terraination Dale: 


Hoating Rate Payer: 

Fixed Rate Payer: 

Aggregate Roating Rate Payer 
Calculation Amount; 

Calculation Agent: 

Calculation Agent City: 
Business Day: 

Business Day Convention: 


Reference Entity; 


Reference Obligation: 


Footnote Exhibits - Page 1977 


With respect to a Component Transaction, the last to 
occiu of: 

(a) the fifth Business Day following the Effective 
Maturity Date in respect of the relevant 
Reference Obligation; 

(b) the last Floating Rate Payer Payment Date in 
respect of such Reference Obligation; and 

(c) the last Additional Fixed Amount Payment 
Date in respect of such Reference Obligation. 

As shown in the relevant Confirmation (the "Seller"). 

As shown in the relevant Confirmation (the "Buyer”). 

As shown in the relevant Onfirmation. 


If both parties are licensees of the Index, Seller. If only 
one parly is a licensee of the Index, such party. 

New York. 

New York and London. 

Following (which, with the exception of the Effective 
Date, the final Amortization Date, each Reference 
Obligation Payment Dale and the period end date of 
each Reference Obligation Calculation Period, shall 
apply to any date referred to in these ABX Standard 
Terms that falls on a day that is not a Business Day). 

With respect to a Component Transaction, the 

applicable Reference Entity contained in the Index and 
listed in the Relevant Annex, and any entity that 
succeeds to the obligations of such Reference Entity 
under the related Reference Obligation. Section 2.2 of 
the Credit Derivatives Definitions shall not apply. 

With respect to a Component Transaction, the 

Reference Obligation specified in the Index and set out 
opposite the applicable Reference Entity in the 
Relevant Annex. Section 2.30 of the Credit 
Derivatives Definitions shall not apply. 

The Reference Obligation is used herein solely to make 
certain calculations hereunder and there is no 
requirement that Buyer or Seller own the Reference 
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Relevant Annex: 


Applicable Percentage: 


Initial Face Amount: 


Initial Factor: 


Reference Obligation Notional 
Amount: 
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Obligation. 

The list of Reference Entities and Reference 
Obligations for the relevant Index with the relevant 
Annex Date, as published by the Index Publisher 
(which can be accessed currently at 
http://www.markit.com). "Index Publisher” means 
Markit Group Limited (or its successor) or any 
replacement therefor appointed by the Index Sponsor 
for purposes of officially publishing the relevant Index. 

On any day, with re^ct to a Reference Obligation, a 
percentage equal to A divided by B. 

“A” means, with respect to a Reference Obligation, the 
product of the Initial Face Amount and the Initial 
Factor. 

“B” means, with respect to a Reference Obligation, the 
product of the Original Principal Amount and the 
Initial Factor. 

(a) as increased by the outstanding principal 
balance of any further issues by the Reference 
Entity that are fungible with and form part of 
the same legal series as such Reference 
Obligation; and 

(b) as decreased by any cancellations of some or 
all of the Outstanding Principal Amount 
resulting from purchases of such Reference 
Obligation by or on behalf of the Reference 
Entity. 

The Aggregate Floating Rate Payer Calculation 
Amount divided by the number of Reference 
Obligations in the Relevant Annex. 

With respect to a Reference Obligation, the applicable 
factor published by the Index fhiblisher as of the Annex 
Date. 

With respect to a Reference Obligation, on the Annex 
Date, the product of: 

(a) the Original Principal Amount; 

(b) the Initial Factor; and 

(c) the Applicable Percentage, 
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Initial Payment; 


Initial Payment Payer 
Initial Payment Amount: 

2 . Fixed Payments: 

Fixed Rate: 

Fixed Rate Payer Period End 
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Following the Annex Date, the Reference Obligation 
NoUonai Amount with respect to a Reference 
Obligation will be: 

(i) decreased on each day on which a Principal 
Payment is made with respect to the Reference 
Obligation by the relevant Principal Payment 
Amount; 

(ii) decreased on the day, if any, on which a 
Failure to Pay Principal occurs with respect to 
the Reference Obligation by the relevant 
Principal Shortfall Amount; 

(iii) decreased on each day on which a Writedown 
occurs with respect to the Reference Obligation 
by the relevant Writedown Amount; and 

(tv) increased on each day on which a Writedown 
Reimbursement occurs with respect to the 
Reference Obligation by any Writedown 
Reimbursement Amount in respect of a 
Writedown Reimbursement within paragraphs 
(ii) or (iii) of the definition of “Writedown 
Reimbursement"; 

provided that if the relevant Reference Obligation 
Notional Amount would be less than zero. It shall be 
deemed to be zero. 

If an Initial Payment Payer and an Initial Payment 
Amount arc specified in the relevant Confirmation, 
then on the dale that is five Business Days following 
the Trade Date, and with respect to the Master 
Transaction and all related Component Transactions in 
the aggregate, the Initial Payment Payer shall pay to the 
other parly the Initial Payment Amount. For the 
avoidance of doubt, the Initial Payment will not be 
made separately in respect of each Component 
Transaction. 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 


As shown in the relevant Confirmation. 

The first day of each related Reference Obligation 
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Date: 

Fixed Rate Payer Calculation 
Period: 


Fixed Rate Payer Payment 
Dates: 


Fixed Amount: 


Additional Fixed Amount 
Payment Dates: 
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Calculation Period. 

Each period from and including one Fixed Rate Payer 
Period End Date to but excluding the next following 
Fixed Rate Payer Period End Date, except that (a) the 
initial Fixed Rate Payer Calculation Period will 
commence on, and include, the later of the Annex Date 
and the Fixed Rate Payer Period End Date falling on or 
immediately prior to the Trade Date and (b) the Final 
Fixed Rate Payer Calculation Period will end on, but 
include, the last day of the last Reference Obligation 
Calculation Period immediately prior to the final Fixed 
Rate Payer Payment Date. 

With respect to a Component Transaction, each day 
falling five Business Days after a Reference Obligation 
Payment Date for the Reference Obligation; provided 
that the final Fixed Rate Payer Payment Date shall fall 
on the fifth Business Day following the Effective 
Maturity Date of the Reference Obligation. 

With respect to any Fixed Rate Payer Payment Date 
for a Component Transaction, an amount equal to the 
product of; 

(a) the relevant Fixed Rate; 

(b) an amount determined by the Calculation Agent 
equal to: 

(i) the sum of the relevant Reference 
Obligation Notional Amount as at 5:00 
p.m. in the Calculation Agent City on 
each day in the related Fixed Rate Payer 
Calculation Period; divided by 

(ii) the actual number of days in the related 
Fixed Rate Payer Calculation Period; 
and 

(c) the actual number of days in the related Fixed 
Rate Payer Calculation Period divided by 360. 

Notwithstanding anything to the contrary herein. Buyer 
shall not be obligated to pay Fixed Amounts for any 
Fixed Rale Payer Payment Date occurring prior to the 
Effective Date. 

With respect to a Reference Obligation: 

(a) Each relevant Fixed Rate Payer Payment Date; 
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Additional Fixed PaymenK: 


Additional Fixed Payment 
Event: 


Additional Fixed Amount: 
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and 

(b) in relation to each relevant Additional Fixed 
Payment Event occurring alter the second 
Business Day prior to the last relevant Fixed 
Rate Payer Payment Date, the Fifth Business 
Day after Buyer has received notification from 
Seller or the Calculation Agent of the 
occurrence of such Additional Fixed Payment 
Event. 

Following the occurrence of an Additional Fixed 
Payment Event in respect of a Reference Obligation, 
Buyer shall pay the reievant Additional Fixed Amount 
to Seller on the fust Additional Fixed Amount 
Payment Date for such Reference Obligation falling at 
least two Business Days (or in the case of an 
Additional Fixed Payment Event that occurs after the 
second Business Day prior to the last Fixed Rate Payer 
Payment Date for such Reference Obligation, five 
Business Days) after the delivery of a notice (an 
“ Additional Fixed Payment Amount Notice "! by the 
Calculation Agent to the parties or by Seller to Buyer 
stating that the related Additional Fixed Amount is 
due and showing in reasonable detail how such 
Additional Fixed Amount was determined; provided 
that any such notice must be given on or prior to the 
fifth Business Day following the day that is one 
calendar year after the Effective Maturity Date of such 
Reference Obligation, Notwithstanding anything to 
the contrary herein. Buyer shall not be obligated to pay 
an Additional Fixed Amount unless the earliest day on 
which the related Additional Fixed Payment Date can 
be designated in accordance with the provisions hereof 
occurs on or following the Effective Date. 

The occurrence on or after the Annex Date and on or 
before the day that is one calendar year after the 
Effective Maturity Date of a Writedown 
Reimbursement, a Principal Shortfall Reimbursement 
or an Interest Shortfall Reimbursement in respect of a 
Reference Obligation. 

Witti respect to each Additional Fixed Amount 
Payment Date in respect of a Reference Obligation, an 
amount equal to the sum of: 

(a) the relevant Writedown Reimbursement 
Payment Amount (if any); 

(b) the relevant Principal Shortfall 
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3. Floating Payments: 

Roaiing Rate Payer Payment 
Dates: 


Floating Payments: 


Roaiing Amount Event: 
Boating Amount: 


Footnote Exhibits - Page 1982 


Reimbursement Payment Amount (if any); 
and 

(c) die relevant Interest Shortfall Reimbursement 
Payment Amount (if any). 


In relation to a Boating Amount Event with respect to 
a Reference Obligation, the first relevant Fixed Rate 
Payer Payment Dale falling at least two Business Days 
(or in the case of a Boating Amount Event that occurs 
on the Legal Final Maturity Date or the Final 
Amortization Date of such Reference Obligation, the 
fifth Business Day) after delivery of a notice (a 
“ Boating Payment Notice '*') by the Calculation Agent 
to the parties or a notice by Buyer to Seller that the 
related Roaiing Amount is due and showing in 
reasonable detail how such Boating Amount was 
determined; provided that any such notice must be 
given on or prior to the fifth Business Day following 
the Effective Maturity Date. 

If a Boating Amcmnt Event occurs with respect to a 
Reference Obligation, then on the relevant Boating 
Rate Payer Payment Date, Seller will pay the relevant 
Boating Amount to Buyer. Notwithstanding anything 
to the contrary herein. Seller shall not be obligated to 
pay a Boating Amount unless the earliest day on which 
the related Roaiing Rate Payer Payment Date can be 
designated in accordance with the provisions her^f 
occurs on or following the Effective Date. For the 
avoidance of doubt, the Conditions to Settlement under 
the Credit Derivatives Definitions shall not apply. 

A Writedown, a Failure to Pay Principal or an Interest 
Shortfall. 

With respect to each Boating Rate Payer Payment Date 
in respect of a Rcf^ence Obligation, an amount equal 
to the sum of: 

(a) the relevant Writedown Amount (if any); 

(b) the relevant Principal Shortfall Amount (if any); 
and 

(c) the relevant Interest Shortfall Payment Amount 
(if any). 
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4. Interest Shortfa!! 

Inier^t Shortfall Payment 
Amount: 

Interest Shortfall Cap Amount: 
Actual Interest Amount: 


Expected Interest Amount: 


Footnote Exhibits - Page 1983 


In respect of an Interest Shortfall with respect to a Reference 
Obligation, the relevant Interest Shortfall Amount; provided 
that if the relevant Interest Shortfall Amount exceeds the 
Int^est Shortfall Amount, the Interest Shortfall 
Payment Amount in respect of such Interest Shortfall shall 
be the Interest Shortfall Cap Amount. 

As set out in dre Interest Shortfall Cap Annex. 

With respect to any Reference Obligation Payment Date in 
respect of a Reference Obligation, payment by or on behalf 
of the Issuer of an amount in respect of interest due under 
such Reference Obligation (including, without limitation, 
any deferred interest or defaulted interest but excluding 
payments in respect of prepayment penalties, yield 
maintenance provisions or principal, except that the Actual 
Interest, Amount shall include any payment of principal 
representing capitalized interest) to the holder(s) of such 
Reference Obligation in respect of such Reference 
Obligation. 

With respect to any Reference Obligation Payment Date in 
respect of a Reference Obligation, the amount of current 
interest that would accrue during the related Reference 
Obligation Calculation Period calculated using the 
Reference Obligation Coupon on a principal balance of such 
Reference Obligation equal to (a) the Outstanding Principal 
Amount taking into account any reductions due to a 
principal deficiency balance or realized loss amount 
(however described in the Underlying Instruments) that are 
attributable to such Reference Obligation minus (b) the 
Aggregate Implied Writedown Amount (if any) for such 
Reference CHiUgation and that will be payable on the related 
Reference Obligation Payment Date assuming for this 
purpose that sufficient hinds are available Aerefor in 
accordance witii the Underlying Instruments. Except as 
provided in (a) in the previous sentence, the Expected 
Interest Amount in respect of a Refwence Obligation shall 
be determined without regard to (i) unpaid amounts In 
respect of accnied interest on prior Reference Obligation 
Payment Dates or (ii) any prepayment penalties or yield 
maintenance provisions. 

The Expected interest Amount shall be determined without 
regard to the effect of any provisions (however described) of 
the Underlying Instruments that otherwise permit the 
limitation of due payments to distributions of hinds from 
proceeds of the Underlying Assets, or that provide for the 
capitalization or deferral of interest on such Reference 
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Footnote Exhibits - Page 1984 


Obligation, or that povide for the extinguishing or reduction 
of such payments or distributions (but, for the avoidance of 
doubt, taking account of any Writedown within paragraph 
(i) of the definition of “Writedown” occurring in accordance 
with the relevant Underlying Instruments). 

Interest Shortfall: With respect to any Reference Obligation Payment Date in 

respect of a Reference Obligation, either (a) the non- 
payment of an Expected Interest Amount or (b) the payment 
of an Actual Interest Amount that is less than the Expected 
Interest Amount 

For the avoidance of doubt, the occurrence of an event 
within (a) or (b) shall be determined taking into account any 
payment made under the relevant Reference Policy, if 
applicable. 

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date in 

respect of a Reference Obligation, an amount equal to the 
greater of: 

(a) zero; and 

(b) the amount equal to the product of; 

(i) (A) the Expected Interest Amount; 

minus 

(B) the Actual Interest Amount; and 

(ii) the Applicable Percentage; 

provided that, with respect to the first Reference Obligation 
Payment Date in respect of such Reference Obligation, the 
Interest Shortfall Amount shall be the amount determined in 
accordance with (a) and (b) above multiplied by a fraction 
equal to: 

(x) the number of days in the first Fixed Rate Payer 
Calculation Period with respect to such Reference 
Obligation; over 

(y) the number of days in the first Reference Obligation 
Calculation Period with respect to such Reference 
Obligation. 
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Footnote Exhibits - Page 1985 


Interest Shortfall 
Reimbursement: 


Interest Shortfall 
Reimbursement Amount: 


Interest Shortfall 
Reimbursement Payment 
Amount: 


With respect to any Reference Obligation Payment Date for 
a Refwence Obligation, the payment by or on behalf of the 
issuer of an Actual Interest Amount in respect of such 
Reference Obligation that is greater than ^e Expected 
Interest Amount. 

With respect to any Reference Obligation Payment Date in 
respect of a Reference Obligation, the product of (a) the 
amount of any Interest Shortfall Reimbursement on such day 
and (b) the Applicable Percentage. 

The amount determined pursuant to the Interest Shortfall 
Annex. 


5. Additional Provisions: 


(a) Calculation Agent and Buyer and Seller Determinations 

The Calculation Agent shall be responsible for determining and calculating, for each Reference 
Obligation, (i) the Fixed Amount payable on each Fixed Rate Payer Payment Date; (ii) the 
occurrence of a Floating Amount Event and the related Floating Amount and (iii) the occurrence 
of an Additional Fixed Payment Event and the relate Additional Fixed Amount; provided th^ 
notwithstanding the above, each of Buyer and Seller shall be entitled to determine and calculate 
the above amounts to the extent that Buyer or Seller, as applicable, has the right to deliver a 
notice to flhe other party demanding payment of such amount. The Calculation Agent or Buyer or 
Seller, as applicable, shall make such determinations and calculations based solely on composite 
data compiled and published by the Index Publisher from applicable Servicer Reports 
(“Composite Data") or, if such Composite Data is not available, from applicable Servicer 
Reports, to the extent such Servicer Reports are reasonably available to the Calculation Agent or 
such party. The Calculation Agent, Buyer or Seller may rely on calculations or determinations 
pmblished by the Index Publisher in making such determinations and calculations. The 
Calculation Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any 
of the determinations or calculations specified in (i) and (ii) above, notify the parlies or the other 
party, as applicable, of such determinations and calculations. 

(b) Adjustment of Calculation Agent Determinations 

To the extent that a Servicer furnishes any Servicer Reports correcting information contained in 
previously issued Servicer Reports or the Index Publisher corrects any jH’eviously published 
Composite Data (or other relevant calculation or determination published by the Index Publisher), 
and such corrections impact calculations or determin^ions pursuant to a Component Transaction, 
the calculations or determinations relevant to such Component Transaction shall be adjusted 
retroactively by the Calculation Agent to reflect the corrected information (provided that, for the 
avoidance of doubt, no amounts in respect of interest shall be payable by either party and 
provided that the Calculation Agent in perfOTming the calculations or determinations pursuant to 
this paragraph will assume that no interest has accrued on any adjusted amount), and the 
Calculation Agent shall promptly notify both parties of any correct^ payments required by either 
party. Any required corrected payments shall be made on the second Fixed Rate Payer Payment 
Dale following the day on which such notification by the Calculation Agent is. effective. 
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Footnote Exhibits - Page 1986 


(c) Initial Payment Date Following Annex Date 

Notwithstanding anything to the contrary herein, with respect to any Component Transactions, 

My amount tfiat would otherwise be payable hereunder on the first Fixed Rate Payer Payment 
Date following the Annex Date wiU be deemed to be payable instead on the second Fixed Rate 
Payer Payment Date following the Annex Dale (mgether with any other amounts payable on such 
date). 

6. Additional Definitions and Amendments to the Credit Derivatives Definitions 

(a) References in Section 9.1(a) of the Credit Derivatives Definitions as well as Section 3(a)(iv) of 
the form of Novation Agreement set forth in Exhibit E to the Credit Derivatives Definitions to the 
Reference Entity shall be deemed to be references to each Reference Entity and the Insurer in 
respect of the relevant Reference Policy, if applicable. 

(b) For the purposes of each Component Transaction, the following terms have the meanings given 
below: 

“Actual Principal Amount" means, with respect to a Reference Obligation and the Final 
Amortization Date or the Legal Final Maturity Date, an amount paid on such day by or on behalf 
of the lelevanl Issuer in respect of principal (excluding any capitalized interest) to the holder(s) of 
such Reference Obligation in respect of such Reference Obligation. 

“Aggregate Implied Writedown Amount” means, with respect to a Reference Obligation, the 
greater of (i) zero and (ii) the aggregate of all Implied Wrii^own Amounts minus the aggregate 
of all Implied Writedown Reimbursement Amounts. 

“Current Period Implied Writedown Amount” means, with respect to a Reference Obligation in 
respect of a Reference Obligation Calculation Period, an amount determined as of the last day of 
such Reference Obligation Calculation Period equal to the greater of; 

(i) zero; and 

(11) the product of: 

(A) the Implied Writedown Percentage; and 

(B) the greater of: 

(1) zero; and 

(2) the lesser of (x) the Pari Passu Amount and (y) the Pari Passu Amount 
plus the Senior Amount minus the aggregate outstanding asset pool 
balance backing the payment obligations on such Reference Obligation 
(all such outstanding asset pool balances as obtained by the Calculation 
Agent from the most recent Composite Data or from the most recent 
Servicer Report for such Reference Obligation available as of such day), 
calculated based on the fwc amount of the assets then in such jxjol. 
whether or not any such asset is performing. 
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Footnote Exhibits - Page 1987 


"Effective Maturity Date” means, with respect to a Reference Obligation, the earlier of (a) the 
Component Transaction Scheduled Termination Date and (b) the Final Amortization Date. 

“Expected IMncipal Amount" means, with respect to a Reference Obligation and the Final 
Amortization Date or the Legal Final Maturity Date, an amount equal to (i) the Outstanding 
Principal Amount of such Reference Obligation payable on such day (excluding capitalized 
interest) assuming for this purpose that sufficient funds are available for such payment, where 
such amount shall be determined in accordance with the Underlying Instruments, minus (ii) the 
sum of (A) the Aggregate Implied Writedown Amount (if any) and (B) the net aggregate principal 
deficiency balance or realized loss amounts (however described in the Underlying Instruments) 
that are attributable to such Reference Obligation. The Expected Principal Amount shall be 
determined without regard to the effect of any provisions (however described) of the Underlying 
Instruments that permit the limitation of due payments or distributions of funds in accordance 
with the terms of such Reference Obligation or that provide for the extinguishing or reduction of 
such payments or distributions. 

“Failure to Pay Principal” means, with respect to a Reference Obligation, (i) a failure by the 
relevant Reference Entity (or any Insurer thereof) to pay an Expected Principal Amount on the 
Final Amortization Date or the Legal Final Mamrity Date, as the case may be or (ii) payment on 
any such day of an Actual Principal Amount that is less than the Expected Prmcipal Amount; 
provided that the failure by such Reference Entity (or any Insurer thereof) to pay any such 
amount in respect of principal in accordance with the foregoing shall not constitute a FaUure to 
Pay Principal if such failure has been remedied within any grace period applicable to such 
payment obligation under the Underlying Instruments or, if no such grace period is applicable, 
within three Business Days after the day on which the Expected Principal Amount was scheduled 
to be paid. 

“Final Amortization Date” means, with respect to a Reference Obligation, the first to occur of (1) 
the date on which the Reference Obligation Notional Amount is reduced to zero and (ii) the date 
on which the assets backing the Reference Obligation or designated to fund amounts due in 
respect of the Reference Obligation are liquidated, distributed or otherwise disposed of in full and 
the proceeds thereof are distributed or otherwise disposed of in full. 

“Implied Writedown Amount” means, with respect to a Reference Obligation, (i) if the 
Underlying Instruments do not provide for writedowns, applied losses, principal deficiencies or 
realized losses as described in (i) of the definition of “Writedown" to occur in respect of the 
Reference Obligation, on any Reference Obligation Payment Date, an amount determined by the 
Calculation Agent equal to the excess, if any, of the Current Period Implied Writedown Amount 
over the Previous Period Implied Writedown Amount, in each case in respect of the Reference 
Obligation Calculation Period to which such Reference Obligation Payment Date relates, and (ii) 
in any other case, zero. 

“Implied Writedown Percentage” means, with respect to a Reference Obligation, (i) the 
Outstanding Principal Amount divided by (ii) the Pari Passu Amount. 

“Implied Writedown Reimbursement Amount” means, with respect to a Reference Obligation, (i) 
if the Underlying Instruments do not provide for writedowns, applied losses, principal 
deficiencies or realized losses as described in (i) of the definition of “Writedown” to occur in 
respect of the Reference Obligation, on any Reference Obligation Payment Date, an amount 
determined by the Calculation Agent equal to the excess, if any, of the Previous Period Implied 
Writedown Amount for the Reference Obligation over the Current Period Implied Writedown 
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Amount for the Reference Obligation, in each case in respect of the Reference Obligation 
Calculation Period to which such Reference Obligation Payment Date relates, and (ii) in any 
other case, zero; provided that the aggregate of all Implied Writedown Reimbursement Amounts 
for a Reference Obligation at any time shall not exceed the product of the Pari Passu Amount for 
the Reference Obligation and the Implied Writedown Percentage for the Reference Obligation. 

“Insurer” means, with respect to a Reference Obligation, the insurer of such Reference Obligation 
specified in the Relevant Annex. 

“Issuer” means, with respect to a Reference Obligation, the issuer of such Reference Obligation 
specified in the Relevant Annex. 

“Legal Final Maturity Date” means, with respect to a Reference Obligation, the date set out in the 
Relevant Annex for such Reference Obligation (subject, for the avoidance of doubt, to any 
business day convention applicable to the legal final mamrity date of such Reference Obligation). 
[TOvided that if the legal final maturity date of such Reference Obligation is amended, the Legal 
Final Maturity Date shall be such date as amended. 

“Original Principal Amount" means, with respect to a Reference Obligation, the amount specified 
as such in the Relevant Annex. 

“Outstanding Principal Amount” means, with respect to a Reference Obligation as of any date of 
determination, the outstanding principal balance of such Reference Obligation as of such date, 
which shall take into account: 

(i) all payments of principal; 

(ii) all writedowns or applied losses (however described in the Underlying Instruments) 
resulting in a reduction in the outstanding principal balance of such Reference Obligation 
(other than as a result of a scheduled or unscheduled payment of principal); 

(iii) forgiveness of any amount by the holders of such Reference Obligation pursuant to an 
amendment to the Underlying Instruments resulting in a reduction in the outstanding 
principal balance of such Reference Obligation; 

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this 
definition; and 

(v) any increase in the outstanding principal balance of such Reference Obligation that 
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition). 

“Pari Passu Amount” means, with respect to a Reference Obligation as of any date of 
determination, the aggregate of the Outstanding Principal Amount of the Reference Obligation 
and the aggregate outstanding principal balance of all obligations of the relevant Reference Entity 
backed by the relevant Underlying Assets and ranking pari passu in priority with such Reference 
Obligation, 

“Previous Period Implied Writedown Amount” means, with respect to a Reference Obligation in 
respect of a Reference Obligation Calculation Period, the Current Period Implied Writedown 
Amount as determined in relation to the last day of the immediately preceding Reference 
Obligation Calculation Period for such Reference Obligadon. 
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Footnote Exhibits - Page 1989 


“Principal Payment" means, with respect to a Reference Obligation and any Reference Obligation 
Payment Date, the occurrence of a payment of an amount to the holders of such Reference 
Obligation in respect of principal (scheduled or unscheduled) in respect of such Reference 
Obligation other than a payment in respect of principal representing capitalized interest, 
excluding, for the avoidance of doubt, any relevant Writedown Reimbursement or Interest 
Shortfall Reimbursement. 

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date for 
a Reference Obligation, an amount equal to the product of (i) the amount of any Principal 
Payment on such date and (ii) the Applicable Percentage. 

“Principal Shortfall Amount" means, with respect to a Reference Obligation, in respect of a 
Failure to Pay Principal, an amount equal to the greater of: 

(i) zero; and 

(ii) the amount equal to the product of: 

(A) the Expected Principal Amount minus the relevant Actual Principal Amount; and 

(B) the Applicable Percentage; 

If the Principal Shortfall Amount in respect of a Reference Obligation would be greater than the 
Reference Obligation Notional Amount immediately prior to the occurrence of such Failure to 
Pay Principal, then such Principal Shortfall Amount shall be deemed to be equal to the Reference 
Obligation Notional Amount at such time. 

“Principal Shortfall Reimbursement" means, with respect to a Reference Obligation on any day, 
the payment by or on behalf of the relevant Issuer of an amount in respect of such Reference 
Obligation in or toward the satisfaction of any deferral of or failure to pay principal arising from 
one or more [wior occurrences of a Failure to Pay Principal. 

“Principal Shortfall Reimbursement Amount" means, with respect to a Reference Obligation on 
any day, the product of (i) the amount of any relevant Principal Shortfall Reimbursement on such 
day and (ii) the relevant Applicable Percentage. 

"Principal Shortfall Reimbursement Payment Amount" means, with respect to a Reference 
Obligation and an Additional Fixed Amount Payment Date, the sum of the Principal Shortfall 
Reimbursement Amounts in respect of all Principal Shortfall Reimbursements (if any) made 
during the Reference Obligation Calculation Period relating to such Additional Fixed Amount 
Payment Date (or, in the case of an Additional Fixed Amount Payment Date after the final Fixed 
Rate Payer Payment Date, made on the related Reference Obligation Payment Date), provided 
that the ag^gate of all such Principal Shortfall Reimbursement Payment Amounts at any time 
shall not exceed the aggregate of all Floating Amounts (determined without regard to the 
Effective Date) in respect of occurrences of Failure to Pay Principal prior to such Additional 
Fixed Amount Payment Date. 

“Reference Obligation Calculation Period" means, with respect to a Reference Obligation and 
each Reference Obligation Payment Date, a period corresponding to the interest accrual period 
relating to such Reference Obligation Payment Date pursuant to the relevant Underlying 
Instruments. 
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“Reference Obligation Coupon” means, with respect to a Reference Obligation, the periodic 
interest rate applied in relation to each related Reference Obligation Calculation Period on the 
related Reference Obligation Payment Date, as detetrained in accordance with the terms of the 
relevant Underlying Instruments as at the Annex Date, without regard to any subsequent 
amendment. 

“Reference Obligation Payment Date" means, with respect to. a Reference Obligation, (i) each 
scheduled distribution date for such Reference Obligation occurring on or after the Annex Date 
and on or prior to the Component Transaction Scheduled Termination Date, determined in 
accordance with the Underlying Instruments and (ii) any day after the Effective Maturity Date on 
which a payment is made in respect of such Reference Obiigadon. 

"Reference Policy" means, with respect to a Reference Obligation, the reference policy for such 
Reference Obligation specified in the Relevant Annex. 

“Senior Amount” means, with respect to a Reference Obligation as of any day, the aggregate 
outstanding principal balance of all obligations of the Reference Entity backed by the Underlying 
Assets and ranking senior in priority to such Reference Obligation. 

"Servicer” means, with respect to a Reference Obligation, any trustee, servicer, sub-servicer, 
master servicer, fiscal agent, paying agent or other similar entity responsible for calculating 
payment amounts or providing reports pursuant to the Underlying Instruments. 

“Servicer Reports” means, with respect to a Reference Obligation, periodic statements or reports 
regarding the Reference Obligation provided by the Servicer to holders of the Reference 
Obligation. 

“Underlying Assets” means, with respect to a Reference Obligation, the assets backing the 
Reference Obligation for the benefit of die holders of such Reference Obligation and which are 
expected to generate the cashflows required for the servicing and repayment (in whole or in part) 
of such Reference Obligation, or the assets to which a holder of such Reference Obligation is 
economically exposed where such exposure is created synthetically. 

“Underlying Instruments” means, with respect to a Reference Obligation, the indenture, trust 
agreement, pooling and servicing agreement or other relevant agreement(s) setting forth the terms 
of the Reference Obligation. 

“Writedown” means, with respect to a Reference Obligation, the occurrence at any time on or 
after the Annex Date of; 

(i) (A) a writedown or applied loss (however described in the Underlying Instruments) 

resulting in a reduction in the Outstanding Principal Amount of such Reference 
Obligation (other than as a result of a scheduled or unscheduled payment of 
principal); or 

(B) the attribution of a principal deficiency or realized loss (however described in the 
Underlying Instruments) to such Reference Obligation resulting in a reduction or 
subordination of the current interest payable on such Reference Obligation; 
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(ii) the forgiveness of any amount of principal by the holders of such Reference Obligation 
pursuant to an amendment to the Undwlying Instruments resulting in a reduction in the 
Outstanding E^cij»l Amount; or 

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal 
deficiencies or realized losses as described in (i) abow to occur in resfxsct of such 
Reference Obligation, an. Implied Writedown Amount being determined in respect of 
such Reference Obligation by the Calculation Agent, 

“Writedown Amount” means, with respect to a Reference Obligation on any day, the product of 

(i) the amount of any Writedown with respect to such Reference Obligation on such day and 

(ii) the Applicable Percentage. 

“Writedown Reimbursement” means, with respect to a Reference Obligation on any day, the 
occurrence of: 

(i) a payment by or on behalf of the Issuer of an amount in respect of such Reference 
Obligation in reduction of any prior Writedowns; 

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of 

such Reference Obligation to reflect the reversal of any prior Writedowns; or 

(B) a decrease in the principal deficiency balance or realized loss amounts (however 
described in the Underlying Instruments) attributable to such Reference 
Obligation; or 

(iii) if the Underlying Instruments do not {«x)vide for writedowns, applied losses, principal 
deficiencies or realized losses as described in (ii) above to occur in respect of such 
Reference Obligation, an Implied Writedown Reimbursement Amount being determined 
in respect of such Reference Obligation by the Calculation Agent. 

“Writedown Reimbursement Amount” means, with respect to a Reference Obligation on any day, 
an amount equal to the product of: 

(i) the sum of all Writedown Reimbursements with respect to such Reference Obligation on 
that day; and 

(ii) the Applicable Percentage; 

“Writedown Reimbursement Payment Amount” means, with respect to a Reference Obligation 
and an Additional Fixed Amount Payment Date, the sum of the Writedown Reimbursement 
Amounts in respect of all Writedown Reimbumements (if any) during the Reference Obligation 
Calculation Period relating to such Additional Fixed Amount Payment Date (or, in the case of an 
Additional Fixed Amount Payment Dale after the final Fixed Rale Payer Payment Date, on the 
related Reference Obligation Payment Date or date of determination of an Imf^ied Writedown 
Reimbursement Amount, as the case may be), provided that the aggregate of all such Writedown 
Reimbursement Payment Amounts at any lime shall not exceed the aggregate of all Floating 
Amounts with respect to such Reference Obligation (determined without regard to the Effective 
Date) in respect of Writedowns occurring prior to such Additional Fixed Amount Payment Date. 

7. Transfer and Termination of Component Transactions 
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Wilhoul prejudice to Section 7 of the Master Agreement specified in the relevant Confirmation, 
the Component Transactions (or any part thereof) to whidi these ABX St^dard Terms relate may 
only be transferred (by way of assignment, novation or otherwise) or terminated prior to the 
Component Transaction Scheduled Termination Dale thereof (other than in accordance with the 
terras hereof) together with an equal part (by Initial Face Amount) of each other Component 
Transaction forming part of the Master Transaction of which it forms a part. 

8. Disclaimers 

(a) ABX^ is a service mark of the Index Sponsor and has been licensed for use in connection with 
the Master Transaction. 

(b) The Index referenced herein is the property of the Index Sponsor and has been licensed for use in 
connection with the transaction hereunder. Each party acknowledges and agrees that the 
transaction hereunder is not sponsored, endorsed, or promoted by the Index Sponsor or any 
members of the Index Sponsor (the Index Sponsor, together with its members, the “Index 
Parties”). The Index Parties make no repx’esentaiion whatsoever, whether exfH«ss or implied, and 
hereby expressly disclaim all warranties (including, without limitation, those of merchantability 
or fitness for a particular purpose or use), with respect to the Index or any data included therein or 
relating thereto, and in particular disclaim any warranty either as to the quality, accuracy and/or 
completeness of the Index or any data included therein, the results obtained from the use of the 
Index and/or the composition of the Index at any particular time on any particular dale or 
otherwise and/or the creditworthiness of any entity, or the likelihood of the occurrence of a 
Floating Amount Event with respect to an obligation, in the Index at any particular lime on any 
particular dale or otherwise. The Index Parties shall not be liable (whether in negligence or 
otherwise) to the parties or any other person for any error in the Index, and the Index Parties are 
under no obligation to advise the parties or any person of any error therein. The Index Parties 
make no representation whatsoever, whether express or implied, as to the advisability of entering 
into die transaction hereunder, the ability of the Index to track relevant markets* performances, or 
otherwise relating to the Index or any transaction or product with respect thereto, or of assuming 
any risks in connection therewith. T^e Index Parties have no obligation to lake the needs of any 
party into consideration in determining, composing or calculating the Index. Neither party to this 
transaction, nor any Index Party, shall have any liability to any party for any act or failure to act 
by the Index Parties in connection with the determination, adjustment, calculation or maintenance 
of die Index. Although the Calculation Agent will obtain information concerning the Index from 
sources it believes reliable, it will not independently verify this information. Accordingly, no 
representation, warranty or undertaking (express or implied) is made, and no responsibility is 
accepted by either party, its Affiliates or the Calculation Agent, as to the accuracy, con^leteness 
or timeliness of information concerning the Index. Each party acknowledges that the o^er party 
or one of its affiliates 'may be, or may be affiliated with, an Index Party and, as such, may be able 
to affect or influence die determination, adjustment or maintenance of the Index. For purposes of 
Sections 9.1(b)(iii) and (iv) of the Credit Derivatives Definitions, references to “each party” 
therein shall be deemed to include each Index Party. 

(c) Without limitation of Section 9. l(b)(iv) of the Credit Derivatives Definitions (as modified above), 
each party acknowledges that the other party or its Affiliates or the Calculation Agent may act 
from time to time as an originator, sponsor, servicer, administrator, trustee, underwriter or market 
maker, or otherwise act in a capacity as a result of which such party or its Affiliates may be in 
possession of information in relation to one or more Reference Obligations or Reference Entities 
contained m the Index which may be material in the context of one or more Component 
Transactions and that may or may not be publicly available or known to the other party. No 
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furnishing by a party or its Affiliates or the Calculation Agent of any notice, report, or other 
information with respect to any Reference Obligation or any Reference Entity (“Reference 
Obligation Information”) shall prejudice the foregobg f^ovision or Section 9,l(b)(iv) of the 
Credit Derivatives Definitions, constitute a representation or warranty as to the correctness or 
completeness of such Reference Obligation information, give rise to any duty to supplement, 
update or revise the Reference Obligation Information so provided, or otherwise result in such 
party or the Calculation Agent having any responsibility for the content of such Reference 
Obligation Information. 
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Interest Shortfall Cap Annex 


Interest Shortfall Cap Amount: The Interest Shortfall Cap Amount in respect of an Interest 
Shortfall for a Reference Obligation shall be the Fixed 
Amount calculated in respect of the Fixed Rate Payer 
Payment Date iininwlialely following the Reference 
Obligation Payment Date on which the relevant Interest 
Shortfall occurred. 

The first Additional Fixed Amount Payment Date for a 
Reference Obligation, zero, and with respect to any 
subsequent Additional Fixed Amount Payment Date for 
such Reference Obligation and calculated as of the 
Reference Obligation Payment Dale immediately preceding 
such Additional Fixed Amount Payment Date, as specified 
by the Calculation Agent in its notice to the parties or by 
Seller in its notice to Buyer of the existence of an Interest 
Shortfall Reimbursemeni for such Reference Obligation, an 
amount equal to (he greater of: 

(a) zero; and 

(b) the amount equal to: 

(i) the product of: 

(A) the Cumulative Interest Shortfall 

Payment Amount as of the 
Additional Fixed Amount 
Payment Date immediately 
preceding such Reference 
Obligation Payment Date; and 

(B) the relevant Cumulative Interest 

Shortfall Payment Compounding 
Factor for the Fixed Rate Payer 
Calculation Period immediately 
preceding such Additional Fixed 
Amount Payment Date (or 1.0 in 
respect of any Additional Fixed 
Amount Payment Date occurring 
after the final Fixed Rate Payer 
Payment Date for such Reference 
Obligation); 

minus 

(ii) the Cumulative Interest Shortfall Amount 
as of such Reference Obligation Payment 
Dale; 


Interest Shortfall 
Reimbursement Payment 
Amount: 
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Cumulative Interest Shortfall 
Amount: 


Cumulative Interest Shortfall 
Payment Amount: 


Footnote Exhibits - Page 1995 


provided that if the Interest Shortfall 
Reimbursement Payment Amount on an Additional 
Fixed Amount Payment Date for such Reference 
Obligation would exceed the Interest Shortfall 
Reimbursement Amount in respect of the related 
Reference Obligation Payment Date, then such 
Interest Shortfall Reimbursement Payment Amount 
shall be deemed to be equal to such Interest 
Shortfall Reimbursement Amount. 

With respect to any Reference Obligation Payment Date for 
a Reference Obligation, an amount equal to the greater of: 

(a) zero; and 

(b) an amount equal to: 

(i) the Cumulative Interest Shortfall Amount as 
of the Reference Obligation Payment Date 
for such Reference Obligation immediately 
preceding such Reference Obligation 
Payment Dale or, in the case of the fu^t 
Reference Obligation Payment Dale, zero; 
plus 

(ii) the Interest Shortfall Amount (if any) in 
respect of such Reference Obligation 
Payment Date; plus 

(iii) an amount determined by the Calculation 
Agent as the amount of Interest that would 
accrue on the Cumulative Interest Shortfall 
Amount immediately preceding such 
Reference Obligation Payment Date during 
the related Reference Obligation 
Calculation Period pursuant to the 
Underlying Instruments or, in the case of 
the first Reference Obligation Payment 
Date, zero; minus 

(iv) the Interest Shortfall Reimbursement 
Amount (if any) in respect of such 
Reference Obligation Payment Date for 
such Reference Obligation. 

With respect to any Fixed Rate Payer Payment Dale and any 
Additional Fixed Amount Payment Date falling on such 
date, an amount equal to the greater of: 

(a) zero; and 
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(b) the amount equal to: 

(i) the sum of: 

(A) the Interest Shortfall Payment 
Amount for the Reference 
Obligation Payment Date 
corresponding to such Fixed Rate 
Payer Payment Date; and 

(B) the product of: 

(1) the Cumulative Interest 
Shortfall Payment Amount 
as of the Fixed Rate Payer 
Payment Date irrrraediately 
preceding such Fixed Rate 
Payer Payment Date (or 
zero in the case of the first 
Fixed Rate Payer Payment 
Date); and 

(2) the relevant Cumulative 
Interest Shortfall Payment 
Compounding Factor; 

minus 

(ii) any Interest Shortfall Reimbursement 

Payment Amount paid on such Fixed Rale 

Payer Payment Date. 

With respect to any Additional Fixed Amount Payment Dale 
falling after the final Fixed Rale Payer Payment Date, the 
Cumulative Interest Shortfall Payment Amount shall be 
equal to: 

(x) the Chimulative Interest Shortfall Payment Amount 
as of the Additional Fixed Amoiunt Payment Date 
immediately preceding such Additional Fixed 
Amount Payment Date (or as of the final Fixed Rate 
Payer Payment Dale in the case of the first 
Additional Fixed Amount Payment Date occurring 
after the final Fixed Rale Payer Payment Date); 
minus 

(y) any Interest Shortfall Reimbursement Payment 
Amount paid on such Additional Fixed Amount 
Payment Date. 
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Cumulative Interest Shortfall 
Payment Compounding Factor: 


Relevant Rate: 


Footnote Exhibits - Page 1997 


Wilh respect to any Fixed Rate Payer Calculation Period in 
respect of a Reference Obligation, an amount equal to the 
sum of: 

(a) 1.0; 
plus 

(b) the product of: 

(i) the sum of (A) the Relevant Rate in respect 
of such Reference Obligation plus (B) the 
relevant Fixed Rate; and 

(ii) the actual number of days in such Fixed 
Rate Payer Calculation Period divided by 
360; 

provided, however, that the Cumulative Interest Shortfall 
Payment Compounding Factor shall be deemed to be 1.0 
during the period from but excluding the Effective Maturity 
Date to and including the T»mination Date. 

With respect to a Fixed Rale Payer Calculation Period in 
respect of a Reference Obligation, the relevant Floating 
Rate, expressed as a decimal number with seven decimal 
places, that would be determined if: 

(a) the 2000 ISDA Definitions (and not the 2003 ISDA 
Credit Derivatives Definitions) applied to this 
paragr^h; 

(b) the Fixed Rale Payer Calculation Period were a 
“Calculation Period” for purposes of such 
determination; and 

(c) the following terms aptplied: 

(i) the Roating Rate Option were the Rate 
Source; 

(ii) the Designated Maturity were the period 
that corresponds to the usual length of a 
Fixed Rate Payer Calculation Period; and 

(iii) the Reset Date were the first day of the 
Calculation Period; 
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provided, however, that the Relevant Rale shall be deemed 
to be zero during the period from but excluding the relevant 
Effective Maturity Date to and including the relevant 
Termination Date. 

Rale Source; USD-UBOR-BBA 
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SCHEDULE J 


Deutsche Bank AG 


FOR M OF CONFIRMATION FOR CMBS SECURITIES 

IZI 


Date: [- ] 

To: Gemstone CDOVn Ltd 

Fax No: [ } 

From: Deutsche Bank AG, acting through its New York Branch 

RE: Credit Derivative Transaction on Mongage-Backed Security with Pay-As-You-Go or 

Physical Settlement (Form I) (Dealer Form) (CMBS) 


Dear Sir/Madam 

The puipose of this communication (the “Confirmation”) is to confirm the terms and 
conditions of the Credit Derivative Transaction relating to a mortgage-backed security reference 
obligation entered into between you Gemstone CDO VII Ltd. (“Party B”) and us Deutsche Bank AG, 
acting through its New York Branch (“Party A") on the Trade Date specified below (the 
‘Transaction”). This Confirmation constitutes a “Confirmation” as referred to in the ISDA Master . 
Agreement specified below. 

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions 
(the “Credit Derivatives Definitions”), as published by the International Swaps and Derivatives 
Association, Inc. (“ISDA”) and the ISDA Standard Terms Supplement for use with Credit Derivatives 
Tmnsaction on Mortage-Backed Security with Pay-As-You-Go or Physical Settlement, as published 
by ISDA on November 10, 2006 (the "CDS on MBS Terms"), and, if (i) the Additional Provisions for 
C^tional Early Termination have been published by ISDA at the Trade Djate and (ii) Optional Early 
Termination is specified as being applicable, the Additional Provisions for Optional Early 
Termination most recently published by ISDA, arc incorporated into this Confirmation. In the event 
of any inconsistency between the Credit Derivatives Definitions or the CDS on MBS Terms and this 
Confirmation, this Ck>nfirmation will govern. In the event of any inconsistency between the CDS on 
MBS Terms and the Credit Derivative Definitions, the CDS on MBS Terms will goven. 

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master 
Agreement, dated as of {-], 2007 as amended and supplemented from time to lime (the “Agreement”), 
between you and us. All provisions contained in the Agreement govern this Confirmation except as 
expressly modified below. 

The terms of the Trrasaction to which this Confumation relates are as follows: 

Trade Date: [ ] 

Effective Date: ( } 
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Floating Rate Payer: 
Fixed Rate Payer: 
Calculation Agent: 


Calculation Agent City: 
Business Day: 
Reference Entity: 
Reference Obligation: 


Reference Policy: 
Reference Price: 
Initial Face Amount: 
Initial Payment: 


Fixed Rate: 


Party B (the “Seller”). 
Party A (the "Buyer”). 


Party A, unless an Event of DefeuU has occurred 
and is continuing with respect to Party A, in which 
case the Calculation Agent shall a leading, 
independent dealer in derivatives selected by 
agreement between the parties within one Business 
Day of such Event of Default (the “Substitute 
Calculation Agent”), whose fees and expenses shall 
be met by Party A, whilst such Event of Default is 
continuing. If the parties are unable to a^ee on a 
Substitute Calculation Agent, each of the parties 
shall elect an independent dealer in d^vatives and 
such two dealers shall agree on a third party, who 
shall be deemed to be the Substitute Calculation 
Agent. Party A shall be appointed to replace the 
Substitute Calculation Agent within one Business 
Day of the date on which no Event of Default is 
continuing in respect of Party A. All determinations 
by the Calculation Agent shall be made in good 
faith and in a commercially reasonable manner. 

New Yoric 

New York and London 

[ ] 

The obligation identified as follows: 

[Insurer: ( ]] 

CUSIP/ISIN: ( ] 

[BloombCTg ID: [ }] 

Legal final maturity date: [ j 

Original Princii»l Amount: [ ] 

Initial Factor: [ ] 

Issuer: The Reference Entity] 

Not Ai^licable 

[•]% 


(Not Applicable] 

[On [the Effective Date], [Buycr]/[Sel1er] will pay 
[USD][ ] to [Sellerj/fBuyer].] 

[ ]% per annum 
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Fixed Rate Payer Payment Etetes: CMBS Convention 

Fixed Amount: Fix«i Amount definition for underlying with 

payment delay 

Additional Credit Event: No Additional Credit Event 

IntCTest Shortfall Cap: Applicable 

WAC C^ Interest Provision: Applicable 

Step-up provisions; Not Applicable 

If Interest Shortfaii Cap is applicable, then specify: 

Interest Shortfall Cap Basis: Fixed Cap 

Interest Shortfall Compounding: Inapplicable 

Rate Source: USD-LIBOR-BBA 

Optional Early Termination: Not Applicable 

Additional Terms: The definition of "Fixed Amount" in the CDS on 

MBS Terms shall be deleted and replaced in its 
entirety with the following: 

"With respect to any Fixed Rate Payer Payment 
Date, an amount »^ual to the product of: 

(a) the Fixed Rate; 

(b) the Reference Obligation Notional Amount 

(as calculated without taking into 
consideration any adjustment in the Reference 
Obligation Notional Amount due to an 
Implied Writedown Amount) outstanding on 
the last day of the Reference Obligation 
Calculation Period related to such Fixed Rate 
Payer Payment Dale, as adjusted for any 
increases or decreases of the Refeence 
Obligation Notional Amount on the 

Reference Obligation Payment Date 

immediately preceding the related Reference 
Obligation Payment Date; and 

(c) the actual number of days in the related 
Fixed Rate Payer Calculation Period divided 
by 360 " 

Office, Notice and Account Details: 

The Office of Buyer for this Transaction is: New York 

The Office of Seller for this Transaction is; George Town, Grand Cayman, Cayman Islands 
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Tdq>hone, Telex and/or Facsimile Numbers and Contact Details for Notices: 


Buyer: 

Telephone: 

Fax: 

Email: 

Seller: 

Account Details: 

Account Details of Buyer: 

Account Details of Seller: 

Please confirm your agreement to be bound by the 
Confirmation and returning it to us by facsimile. 


Attention: New Yoiic Derivatives 
Documentation 

(212)250-9425 

(212) 797-0779 

Nyderivative.documentation@db.com 

( ) 

( 1 

[ ] 

terms of the foregoing by executing a copy of this 


Yoim sincerely, 

DEUTSCHE BANK AG, ACTING THROUGH ITS NEW YORK BRANCH 

By: 

Name; 

Title; 

By; 

Name; 

Title: 


Confirmed as of the date first above written: 

GEMSTONE CDO VII LTD. 

By HBK Investments, L.P., New York Branch, as its Investment Manager 

By: 

Name: 

TiUe; 

By; 

Name: 

Title; 
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ISDA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE 
TRANSACTIONS ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR 
PHYSICAL SETTLEMENT' 

(published on November 10, 2006) 

This ISDA Standard Terms Siqiplement for use with Credit Derivative Transactions on Mortgage 
Backed Seuiri^ with Pay-As-You-Cio or Physical Settlement (the ‘'CDS on MBS Terms") herd)y 
incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit 
Derivatives Definitions as published by die International Swaps and Derivatives Association, Inc. 
(“ISDA”) (the “Credit Derivatives Definitions"). In the event of any inconsistency between die Credit 
Derivatives Definitions and these CDS on MBS Terms, these CDS on MBS Terms will govern.^ 

References to the “Reference Obligation" in these CDS on MBS Terms or in the relevant 
Confirmation ^all be to the terms of the Reference Colligation (as defined below) set out in the 
Underlying Instnmiente (as definwi below) as amended from time to time unless othwwise specified 
below. 


1. General Terms: 


Tr^e Date: 


As shown in the relevant Confirmation. 


Elfective Date: As shown in the relevant Confirmation. 

Scheduled Termination Date: Subject to paragraph 6, the Legal Final Maturity Date 

of the Reference Obligation, subject to adjustment in 
accordance with the Following Business Day 
Convention. 


THE FOOTNOTES TO THIS CDS ON MBS STANDARD TERMS SUPPLEMENT ARE PROVIDED FOR 
CLARIFICATION ONLY AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR 
DOCUMENTATION OF A CREDIT DERIVATIVE TRANSACTION. 

ISDA has not undertaken to review all ^plicable laws and regjilations of any jurisdiction in vdiich the Credit 
Derivatives Definitions or these CDS ot MBS Terms may be used. Ihcrefore, parties are advised tocOTsider the 
application of any relevant jurisdiction’s regulatory, tax, accounting, exchange or other requirements that may 
exist in connection with the entering into and documenting of a privately negotiated credit derivative 
transaction. 

‘ The definitions and provisions in this ISDA Standard Ternis Supplement ftff use with Credit 
Derivatives Transactions on Mortgage-Backed Security with Pay-As-You-Go or Phj^ical Settlement 
may be incorporated into a Confirmation or otiwr document (including in electronic form) (a 
“Confirmation”) by wording in tte Confirmation indicating that, or the extent to which, the 
Confirmation is subject to this ISDA Standard Terms Supplement for use with Credit Derivatives 
Transactions on Mortgage-Btteked Security with Pay-As-You-Go or Physical Settlement. All 
definitions and provisions so iiteorporated in a Confirmation will be applicable to that Confinnation 
unless otherwise |wovided in diat Confirmation. 

^ Parties who wish to novate a tra<te documented by way of a Confirmation inexxporating these CDS on 
MBS Trams should consider using the Form of Novatimi Confinnation set out in the Schedule to this’ 
ISDA Standard Terms Si^lement. 
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Tennination Date: 


Floating Rate Payer 
Fixed Rate Payer: 
Calculation Agent: 
Calculation Agent City: 
Business Day: 

Business Day Convention: 


”Re'ference Emily; 
Reference Obligation: 

Reference Policy: 
Reference Price: 
Applicable Percentage: 


Footnote Exhibits - Page 2004 


The last to occur of: 

(a) the fifth Business Day following the Effective 
Maturity Date; 

(b) the last Floating Rate Payer Payment Date; 

(c) the last Delivery Date; and 

(d) the last Additional Fixed Amount Payment 
Date. 

As shown in die relevant Confirmation (the “Seller"). 

As shown in the relevant Confirmation (the “Buyer"’). 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 

Following (which, with the exception of the Effective 
Date, the Final Amortization Date, each Reference 
Obligation Payment Date and the praiod end date of 
each Reference Obligation Calculation Period, shall 
apply to any date referred to in these CDS on MBS 
Terms or in the Relevant Confirmation that falls on a 
day that is not a Busina 

As shown in ^e relevant Confumation. 

As shown in the relevant Confirmation. 


Section 2.30 of the Credit Derivatives Definitions shall 
not apply. 

As shown in the relevant Confirmation. 

As shown in the relevant Confirmation. 

On any day, a percentage equal to A divided by B. 

“A” means die product of the Initial Face Amount and 
the Initial Factor as decreased on each Dcli^ray Date 
by an amount equal to (a) the outstanding principal 
balance of Deliverable Obligations Delivered to Seller 
(as adjusted by the Relevant Amount, if any) divided 
by the Current Factor on such day multiplied by (b) the 
Initial Factor. 

“B" means the product of the Original Principal 
Amount and the Initial Factor; 

(a) . as increased by the outstanding principal 
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balance of any further issues by the Reference 
Entity that are fungible with and form part of 
the same legal series as the Reference 
Obligation; and 


(b) 

as decreased by any cancellations of some or 
all of the Outstanding Principal Amount 
resulting from purchases of the Reference 
Obligation or on behalf of the Reference 
Enti^.* 

Initial Face Amount; 

As shown in the relevant Confirmation. 

Reference Obligation Notional 

On the Effective Date, the product of: 

Amount: 

(a) 

the Original Principal Amount; 


(b) 

the Initial Factor; and 


(c) 

the Applicable Percentage. 


Following the Effective Date, the Reference 

Obligation Notional Amount will be: 

(i) decreased on each day on which a Principal 
Payment is made by the relevant Principal 
Payment Amount; 

(ii) decreased on the day, if any, on which a 
Failure to Pay Principal occurs by the relevant 
Principe Shortfall Amount; 

(iii) decreased on each day on which a Writedown 
occurs by the relevant Writedown Amount; 

(iv) increased on each day on which a Writedown 
Reimbursement occurs by any Writedown 
Reimbursement Amount in respect of a 
Writedown Reimbursement within paragraphs 
(ii) or (iii) of the definition of “Writedown 
Reimbursement”; and 

(v) decreased on each Delivwy Date by an amount 
equal to the relevant Exercise Arrount minus 
the amount determined pursuant to paragraph 
(b) of “Physical Settlement Amount” below, 
provided that if any Relevant Amount is 
applicable, the Exercise Amount will also be 
deemed to be decreased by such Relevant 
Amount (or increased by the absolute value of 
such Relevant Amount if such Relevant 
Amount is negative) with effect fiom such 


This repr^ents the percentage covered by the relevant Transaction of the Outstanding Principal 
Amount, it may be arore than 100%. 
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E>elivery Date; 

provided that if the Reference Obligation Notional 
Amount would be less than zero, it shall be deemed to 
be zero. 

For the avoidance of doubt, the Reference Obligation 
Notional Amount shall not be increa^ by any 
deferral or capitalization of interest that relates to the 
Term of this Transaction or decreased by payment of 
any portion of the principal balance of fte Reference 
Obligation that is attributable to tite deferral or 
capitalization of interest during the Term of tiiis 
Transaction. 

Initial Payment: As shown in flie rclc\rant Confirmation. 


2. Fixed Payments: 

Fix«l Rate Payer: Buyer 

Fixed Rate: As shown in the relevant Confimation, subject to 

adjustment in accordance with paragraph 6 below. 

Fixed Rate Payff Period End The fust day of each Reference Obligation Calculation 

Date: Period. 

Fixed Rate Payer Payment In the relevant Confirmation, tiie parties shall specify 

Dates: cither “Not CMBS Convention” or “CMBS 

Convention" as applicable. 

If “Not CMBS Convention” is specified in the relevant 
Confirmation, the Fixed Rate Payer Payment Dates 
shall be each day falling five Business Days after a 
Reference Obligation Payment Date; provid^ that the 
final Fix^ Rate Payer Payment Date shall fall on tfic 
fifth Business Day following the Effective Maturity 
Date. 

If “CMBS Convention” is specified in the relevant 
Confirmation, the Fixed Rate Payer Payment Dates 
shall be, after each Reference Obligation Payment 
Date, the next following 25th calendar day of tiie 
month, except that when a Reference Obligation 
Payment Date fells on or after 25th calendar day of a 
month, the Fixed Rate Payer Payment Date in respect 
of such Reference Obligation Payment Date shall be 
25th calendar day of the next following month; 
provided that the final Fixed Rate Payer Payment Date 
shall fall on the fifth Business Day following the 
Effective Maturity Date. 

Fix^ Amount: In the relevant Confirmation, fee parties shall specify 

“Fixed Amount definition for underlying with no 
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AtWitional Fixed Amount 
Payment Dates: 


payment delay” or “Fixed Amount definition for 
underlying wiA payment delay”. 

If “Fixed Amount definition for underlying with no 
payment delay” is specified in the relevant 
Confirmation, Ae Fixed Amount shall be, wifii respect 
to any Fixed Rate Payer Payment Date, an amount 
equal to the product of: 

(a) the Fixed Rate; 

(b) an amount determined by the Calculation Agent 
equal to: 

(i) the sum of the Reference Obligation 
Notional Amount as at 5:00 pm. in the 
Calculation Agent City on each day in 
the related Fixed Rale Payer Calculation 
Period; divided by 

(ii) the actual number of days in the related 
Fixed Rate Payer Calculation Period; 
and 

(c) the actual number of days in the related Fixed 
Rate Payer Calculation Period divided by 360. 

If “Fixed Amount definition for underlying with 
payment delay” is specified in the relevant 
Confirmation, then the Fixed Amount shall be with 
respect to any Fixed Rate Payer Payment Date, an 
amount equal to the product of: 

(a) the Fixed Rate; 

(b) the Reference Obligation Notional Amount 
outstanding on the last day of the Reference 
Obligation Calculation Period related to such 
Fixed Rate Payer Payment Date, as adjusted 
for any increases or decreases of Uie Reference 
Obli^tion Notional Amount on the Reference 
Obligation Payment Date immediately 
preceding the related Reference Obligation 
Payment Date; and 

(c) the actual number of days in the relatoi Fixed 
Rate Payer Calculation Period divided by 360. 

(a) Each Fixed Rate Payer Payment Date; and 

(b) in relation to each Additional Fixed Payment 
Event occurring after die second Business Day 
prior to the last Fixed Rate Payer Payment 
Date, the fiffti Business Day after Buyer has 
retteived notification from Seller or the 
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Additional Fixed Payments: 


A<Mitiona1 Fixed Payment 
Event: 

Additional Fixed Amount: 


3. Floating Payments: 

Floating Rate Payer: 

Floatmg Rate Payer Payment 


Footnote Exhibits - Page 2008 


Calculation Agent of the owjurrence of sudi 
Additional Fixed Payment Event. 

Following the occurrence of an Additional Fix«i 
Payment Event in respect of the Reference Obligation, 
Buyer shall pay the relevant AtMitional Fixed Amount 
U) Seller on the first Addition^ Fixed Amount 
Payment Date falling at least two Business I^ys (or in 
the case of an Additional Fixed Payment Event diat 
occurs after die second Business Day prior to the last 
Fixed Rate Payer Payment Date, five Business Days) 
after the delivery of a notice by the Calculation Agent 
to die parties or by Seller to Buyer stating that die 
related Addidonai Fixed Amount is due and showing 
in reasonable detail how such Addidonai Fixed 
Amount was determined; provided that any such 
notice must be given on or prior to the fifdi Business 
Day following the day that is one calendar year after 
the Effective Maturity Date. 

The occurrence on or after the Effective Date and on 
or before the day that is one calendar year after die 
Effective Maturity Date of a Writedown 
Reimbursement, a Wncipal Shortfall Reimbursement 
or an Interest Shortfall Reimbursement 

With respect to each Additional Fixed Amount 
Payment Dale, an amount equal to the sum of: 

(a) the Writectown Reimbureement Payment 

Amount (if any); 

(b) the Principal Shortfall Reimbursement 

Payment Amount (if any); and 

(c) the Interest Shortfall Reimbursement Payment 

Ammmt (if any). 

For the avoidance of doubt, each Writedown 
Reimbureement Payment Amount, Principal Shortfall 
Reimbursement Payment Amount or Interest Shortfall 
Reimbursement Payment Amount (as applicable) shall 
be calculated using the Applicable Percentage which 
takes into account the aggregate adjustment made to 
the Applicable Percentage in respect of all Delivery 
Dates that have occurred prior to die date of such 
calculation. 


Seller 

In relation to a Floating Amount Event, the first Fixed 
I^te Payer Payment Date falling at least two Busing 
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Dates: 


Floating Payments: 

Floating Amount Event: 
Floating Amount: 
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Days (or in the case of a Floating Amount Event that 
occurs on the Legal Final Maturity Date or the Final 
AmortuatioD Date, the fifth Business Day) after 
ddiveiy of a notiw by the Calculation Agent to the 
parties or a notice by Buy^ to Seller ftiat ftie related 
Floating Amount is due and showing in reasonable 
deteil how such Floating Amount was determined; 
provided that any such notice must be given on or prior 
to the fifth Business Day following dre Effective 
Maturity Date. 

If a Floating Amount Event occurs, then on the relevant 
Floating Rate Payer Payment Date, Sellw will pay the 
relevant Floating Amount to Buyer. For the avoidance 
of doubt, the Conditions to Setilemrat are not required 
to be satisfied in respect of a Floating Payment. 

A Writedown, a Failure to Pay Principal or an Interest 
Shortfall. 

With respect to each Floating Rate Payer Payment 
Date, an amount equal to the sum of; 

(a) the relevant Writedown Amount (if any); 

(b) the relevant Principal Shortfall Amount (if any); 
and 

(c) tihe relevant Interest Shortfall Payment Amount 
(if any). 

For the avoidance of doubt, each Writedown Amount, 
Principal Shortfall Amount or Interest Shortfall 
Payment Amount (as applicable) shall be calculated 
using the Applicable Percentage which takes into 
account the aggregate adjustment made to the 
Applicable Percentage in respect of all Delivery Dates 
that have occurred prior to die date of such calculation. 
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4. Credit Events and Physical Settlement 

Conditions to Settlement: Credit Event Notice 

Notifying Party: Buyer 
NotiM of Physical Settlement 
Notice of Publicly Available Infornation: Applicable 

Public Sources: The public sources lated in 
Section 3.7 of the Credit 
Derivatives Definitions; 
provided diat Servicer Reports 
in respect of the Reference 
Obligation and, in respect of a 
Distressed Ratings Downgrade 
Credit Event only, any public 
communications by any of the 
Rating Agencies in respect of 
the Reference Obligation shall 
also be deemed Public Sources. 

Specified Number 1 

provided that if the Calculation' Agent has previously 
delivered a notice v> the parties or Buyer has 
previously delivered a notice to Seller pursuant to the 
definition of “Floating Rate Payer Payment Dates’* 
above in respect of a Writedown or a Failure to Pay 
Mncipal, die only Condition to Settlement with respect 
to any Credit Event shall be a Notice of Physical 
Settlement 

The parties a^ce that with respect to the Transaction 
and notwithstanding anything to the conbary in the 
Credit Derivatives Definitions: 

(a) the Conditions to Settlement may be satisfied 
on more than one occasion; 

(b) multiple Physical Settlement Amounts may be 
payable by Seller; 

(c) Buyer, when providing a Notice of Physical 
Secernent, must specify an Exercise Amount 
and an Exercise Percentage; 

(d) if Buyer has delivered a Notice of Physical 
Settlement that specifies an Exercise Amount 
that is less than toe Reference Obligadon 
Notional Amount as of the date on which such 
Notice of Physical Settlement is delivered 
(calculated as though Physical Settlement in 
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Credit Events: 


Obligation: 

5. Interest SbortfaU 

Interest Shortfall Payment 
Amount: 

Interest Shortfall Cap: 


Footnote Exhibits - Page 201 1 


reject of all previously delivered Notices of 
Physical Settlement has occurred in full), the 
rights and obligations of the parties under die 
Transaction shall continue and Buyer may 
deliver additional Notices of Physical 
Settlement with respect d) the initial Credit 
Event or with respect to any additional Credit 
Event at any time thereafter, and 

(e) any Notice of Physical Settlement shall be 
delivered no later than 30 calendar days after 
the fiftii Business Day following the earlier of 
the Effective Maturity Date and the Optional 
Step-up Early Termination Date. 

Section 3.2(d) of the Credit Derivatives Definitions is 
amended to delete the words “that is effective no later 
than tiiirty calendar days after the Event Determination 
Dale". 

Section 3.3 of the Credit Derivatives Definitions is 
amended so that the following is added as sub-clause 
(d): 

“(d) the expiration of any applicable grace period for a 
Failure to Pay Principal Credit Event". 

The following Credit Events shall apply to the 
Transaction (ai^ the first sentence of Section 4;i of the 
Credit Derivatives Definitions shall be amended 
accoTxlingly): 

Failure to Pay Principal 

Writedown 

Additional Credit Event (as shown in the 
relevant Confirmation). 

Reference Obligation Only 


In rwpect of an Interest Shortfall, the relevant Interest 
Shortfall Amount; provided that, if Interest Shortfall Cap is 
specified as applic^le in the relevant Confirmation and the 
Interest Shoztf^l Amount exceeds the Interest Stortfall Cap 
Amount, the Interest Shortfall Payment Amount in respect 
of such Interest Shortfall shall be die Interest Shortfall Cap 
Amount 

As shown in the relevant Conftnnation. 
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Interest Short&U Cap Amount: 
Actual Interest Amount: 


WAC Cap Interest vision: 


Expected Interest Amoimt: 
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As set out in the Interest Shortfall Cap Annex. 

Witii respect to any Reference Obligation Payment Date, 
payment by or on behalf of the Issuer of an amount in 
reject of interest due under the Reference Obligation 
(including, without limitation, any deferred interest or 
default interest but excluding payments in respect of 
prepayment penalties, yield imaintenance provisions or 
principal, except that Actual Interest Ammmt shall 
include any payment of principal repr^enting capitalized 
interest that relates to the Term of the Transaction) to the 
holder(s) of the Reference Obligation in respect of the 
Reference Obligation. 

As shown in the relevant Confirmation. 

For diis purpose, “WAC Cap" means a weighted average 
coupon or weighted average rate cap provision (however 
defied in ttic Underlying Instruments) of the Undwlying 
Instruments that limits, increases or decreases the interest 
rate or interest entitlement in circumstances where the 
Underlying Instrumente as at the Trade Date and without 
regard to any subsequent amendments, do not provide for 
any interest shortfall arising as a result of such provision to 
be deferred, capitalize or otherwise compensated for at any 
future time. 

With respect to any Reference Obligation Payment Date, the 
amount of current interest dtat would accrue during the 
relate Reference Obligation Calculation Period calculate 
using the Reference Obligation Coupon on a principal 
balance of the Reference Obligation equal to; 

(a) the Outstanding Principal Amount taking into 
account any reductions due to a principal deficiency 
balance or realized loss amount (however described 
in the Underlying Instruments) that are attributable 
to the Rcfecnce Obligation minus 

(b) the Ag^gate Implied Writedown Amount (if any) 

and that will be payable on the related Reference Obligation 
Payment Date assuming for this purpose that sufficient 
funds are available therefor in accordance with the 
Underlying Instruments. Except as provided in (a) in the 
previous sentence, the Expected Interest Amount shall 
determined without regard to (i) unpaid amounts in respect 
of accrued interest on prior RefCTence Obligation Payment 
Dates, or (ii) any prepayment penalties or yield maintenance 
provisions. 

The Expected Interest Amount shall be determined: 

(x) if WAC Cap Interest Provision is specified as 
applicable in the relevant Confirmation, afua- giving 
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efTccl to any WAC Cap; and 

(y) if WAC Cap Interest Provision is specified as not 
applicable in the relevant Confmnation, without 
giving effect to any WAC Cap; and 

in either case without regard to the effect of any provisions 
(however described) of such Underlying Instruments that 
otherwise permit the limitation of due payments to 
distributions of funds available from proceeds of toe 
Underlying Assets, or that provide for toe capitalization or 
deferral of interest on the Reference Obligation during the 
Term of the Transaction, or that provide for the 
extinguishing or reduction of such payments or distributions 
(each a '‘Limitation Provision”) (but, for the avoidance of 
doubt, taking account of any Writedown within paragraph 
(i) of the definition of “Writedown” occurring in accordance 
with the Underlying Instruments)^. 

For the purposes of calculating the Expected Interest 
Amount, and notwithstanding any other provision herein, 
toe Reference Obligation Coupon shall be deemed to include 
any cap stated in toe Underlying Instrument that is not a 
Limitation Provision and, where WAC Cap Interest 
Provision is specified as not applicable in the relevant 
Confirmation, is not a WAC Cap, 

Interest Shortfall: With respect to any Reference Obligation Payment Date, 

either (a) the non^yment of an Expected Interest Amount 
or (b) the payment of an Actual Interest Amount that is less 
than the Expected Intwest Amount. 

For toe avoidance of doubt, the occurrence of an event 
within (a) or (b) shall be determined taking into account any 
payment made under toe Reference Policy, if applicate. 

Interest Shcntfall Amount: With respect to any Reference Obligation Payment Date, an 

amount equal to toe greater of: 

(a) zero; and 

(b) the amount equal to the product of: 

(i) (A) the Expected Interest Amount; 

minus 

(B) the Actual Interest Amount; and 

(ii) the Applicable Percentage; 

provided that, wito respect to the first Reference Obligation 
Payment Date only, the Interest Shortfall Amount shall be 


Note toat this will not impact toe det^mination of “Expected Interest Amount” in respect of a 
Reference Obligation that does not have a Limitation (^vision. 
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the amount determined in accordance with (a) and (b) above 
multiplied by a fraction equal to: 

(x) . the number of days in the first Fixed Rate I^yer 

Calculation Period; over 

(y) the number of days in the first Reference Obligation 
Calculation Period. 

Interest Shortfall With respect to any Reference Obligation Payment Date, the 

Reimbursement; payment by or on behalf of the Issuer of an AcUial Interest 

Amount in respect of the Reference Obligation that is 
greater than the Expected Intwcst Amount. 

Interest Shortfitll With respect to any Reference Obli^tion Payment Date, the 

Reimbursement Amount: product of (a) the amount of any Interest Shortfall 

Reimbursement on such day and (b) die Applicable 
Percentage. 

Interest Shortfall If Interest Shortftll Cap is specified as not applicable in die 

Reimbursement Payment relevant Confirmation, the relevant Interest Shortfall 

Amount: Reimbursement Amount. If Interest Shortfall Cap is 

specified as ai^licable in the relevant Confirmation, the 
amount determined pursuant to the Interest Shortfall Cap 
Annex. 


Consequences of Step-up of the Reference ObligatJon Coupon 

Step-up provisions: As shown in die relevant Confirmation. 

If the Step-up provisions are applicable, then the following 
provisions of this paragraph 6 shall apply. 

Step-up: On any day, an increase in the Reference Obligation Coupon 

due to the failure of the Issuer or a third party to exercise, in 
accordance with the Underlying Instruments, a “clean-up 
call” or other right to purchase, redeem, cancel or terminate 
(however described in the Underlying Instruments) the 
Reference Obligation. 

Non-Call Notification Date: The date of delivery by the Olcuiation Agent to the parties 

or by Buyer to Seller of a Non-Call Notice. 

Non-Call Notice: A notice given by the Calculation Agent to the parties or by 

Buyer to Seller Aat die Reference Obligation has not been 
purchased, redeemed, cancelled or terminated by the Issuer 
or a third party, in accordance with the Underlying 
Instruments, pursuant to a “clean-up call” or other right to- 
purchase, redeem, cancel or terminate (however dKcril^ in 
die Underlying Instruments) the Reference Obligation, 
which failure will result in the occurrence of a Step-up. 

Increase of the Fixed Rate: Subject to “Optional Step-iq> Early Termination” below, 

upon the occurrence of a Step-up, the Fixed Rate will be 
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increased by the nun^^ of basis points by which the 
Reference Obligation Coupon is increased due U> die 
Step-up» sudi increase to l^e effect as of the Fixed Rate 
Payer Payment Date immediately following die fifth 
Business Day after the Non-Call Notification Date. 

Optional Step-up Eariy No later than five Business Days after the Non-Call 

Termination: Nodfication Date, Buyer shall notify Seiler (such 

notification, a “Bu>w Step-up Notice”) whether Buyer 
wishes to continue the Transaction at the increased Fixed 
Rate or to terminate the Transaction. 

If Buyer elects to twminate die Transaction, the date of 
delivery of the Buyer Step-up Notice shall be the Scheduled 
Termination Date (such date, the “Optional Step-up Early 
Termination Date”) and in such case “Increase of die Fixed 
Rate” in this paragraph 6 shall not apply. 

No amount shall be payable by either party in respect of the 
Optional Step-up E^ly Termination Date other dian any 
Fixed Amount, Additional Fixed Amount, Floating Amount 
or Physical Settlement Amount calculated in accordance 
with the terms hereof. For the avoidance of doubt, the 
obligation of a party to pay any amount that has become due 
and payable under the Transaction and remains unpaid as at 
the Optional Step-up Early Termination Dale shall not be 
affect^ by the occunence of the Optional Step-up Early 
Termination Date. 

If Buyer foils to deliver the Buyer Step-up Notice by the 
fifth Business Day after the Non-Cal! Notification Date, 
Buyer shall be deemed to have elected to continue die 
Transaction at the increased Fixed Rate as described under 
“Increase of the Fixed Rate”. 

If Buyer elects, or is deemed to have elected, to continue the 
Transaction at the increased Fixed Rate, the Transaction 
shall continue. 


7. Setdement Terms 

Settlement Method: Physical Settlement 

Tenns Relating to Physical Settlement: 

Physical Settlement Period: Five Business Days 

Deliverable Obli^tions: Exclude Acemed Interest 

Deliverable Obligations: Deliverable Obligation Category: Reference Obli^tion 

Only 

Physical Settlement Amount: An amount equal to: 
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Delayed Payment: 


Escrow: 

Non-delivery by Boyer or 
occurrence of the Effective 
Maturity Date: 
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(a) die product of die Exercise Amount and the 
Reference IVice; minus 

(b) the sum of: 

(i) if the Aggregate Implied Writeitown 
Amount is greater than zero, the product 
of (A) the Aggregate Implied Writedown 
Amount, (B) the Applicable Percentage, 
each as determined immediately prior to 
die relevant Delivery and (C) the relevant 
Exercise Percentage; and 

(ii) die product of (A) the aggregate of all 
Wri^own Amounts in respect of 
Writedowns within paragraph (i)(B) of the 
definition of “Writedown” minus the 
ag^egate of all Writedown 
Reimbursement Amounts in respect of 
Writedown Reimbursements within 
paragraph (ii)(B) of the defmition of 
“Writedown Reimbursement" and (B) the 
relcN^t Exercise Percentage; 

provided that if the Physical Settlement Amount would 
exceed the product of: 

(1) the Reference Obligation Notional Amount as of 
the date on which die relevant Notice of Physical 
Settlement is delivered calculated as though 
Physical Settlement in respect of all previously 
delivered Notices of Physical Settlement has 
occurred in full; and 

(2) the Exercise Percentage; 

then the Physical Settlement Amount shall be deemed to be 
equal to such product 

With respect to a Delivery Date, if a Servicer Report that 
describes a Ctelayed Payment is delivered to holders of die 
Reference Obligation or to die Calculation Agent on or 
after such DeHvCTy Date, Buyer will pay the applicable 
Delayed Payment Amount to Seller no later than five 
Business Days following the later of (a) the day on which 
such Servicer Report is delivered and (b) the day on which 
such Delayed Payment is due and payable. 

Applicable 

If Buyer has delivered a Notice of Physical Settlement and: 

(a) Buyer docs not Deliver in fiill the Deliverable 
Obligations specified in that Notice of Physical 
Setdement on or prior to die Physical Setdement 
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Date; or 

(b) flte Effective Maturity Date occurs after delivery 
of the Notice of Physical Settlement but before 
Buyer Delivers the Deliverable Obligations 
specified in that Notice of Ph;^ical Setti^eot; 

then such Notice of Physical Settlement shall be deemed 
not to have been delivered and any reference in these CDS 
on MBS Terms to a pr^ously delivered Notice of 
Physical Settlement shall exclude any Notice of Physical 
Settlement that is deemed not to have been delivered. 
Sections 9.2(cXii) (except for the firk sentence diereof). 
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives 
Definitions shall not apply. 


8. Additional Provisions: 

(a) Delivery of Servicer Report 

If either party makes a request in writing, the Calculation Agent agrees to provide such party 
with a copy of the most recent Servicer Report promptly following receipt of such request, if 
and to the extent such Servicer Rq?ort is reasonably available to the Calculation Agent 
(whefoer or not the Calculation Agent is a holder of the Reference Obligation). In addition, if 
a Floating Payment or an Additional Fixed Payment is due hereunder, then the Calculation 
Agent or the party that notifies the other party that the relevant Floating Payment or 
Additional Fixed Payment is due, as applicable, (the ‘^Notifying Party") shall deliver a copy of 
any Servicer Report relevant to such payment that is requested by the party that is not the 
Notifying Party or by either party where the Notifying Party is foe Calculation Agent, if and 
to foe extent that such Servicer Report is reasonably available to the Notitying Party (whether 
or not the Notifying Party is a holder of foe Reference Obligation). 

(b) Calculation Agent and Buyer and Seller Determinations 

The Calculation Agent shall be responsible for determining and calctilating (i) foe Fixed 
Amount payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating 
Amount Event and foe related Floating Amount and (iii) the occurrence of an Additional 
Fixed Payment Event and the related Additional Fixed Amount; provided that 
nolwifostanding foe above, each of Buyer and Seller shall be entitled to determine and 
calculate the above amounts to foe extent that Buyer or Seller, as applicable, has the ri^t to 
deliver a notice to foe other party demanding payment of such amount. The Calculation 
Agent or Buyer or Seller, as applicable, shall make such determinations and calculations 
based solely on the basis of the Servicer Reports, to the extent such Servicer Reports are 
reasonably available to foe Calculation Agent or such party. The Calculation Agent or Buyer 
or SellCT, as applicable, shall, as aK>n as practicable after making any of foe determinations or 
calculations specified in (i) and (ii) above, notify foe parties or the other party, as applicable, 
of such determinations and calculations. For the avoidance of doubt, if an Interest Shortfall 
Amount is not explicitly set out in the Servicer Rq)ort but foe CalciUation Agent determines 
foat an Interest Shortfall has occurred on the basis of information in such Servicer Report, 
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then file relevant Interest Shortfall Amount shall be calculated by the Calculation Agent on 
die basis of such information.* 

(c) Adjustment of Calculation Agent Determinations 

To the extent dial a Servicer fiimishes any Servicer Reports correcting information contained 
in previously issued Servicer Re|X>rts, and such corrections impact calculations pursuant to 
the Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by 
the Calculation Agent to reflect the conected information (provided that, for the avoidance of 
doubt, no amounts in respect of interest shall be payable by eitiicr j^rty and provided that the 
Calculation Agent in peifonning die calculations pursuant to this paragraph will assume that 
no interest has accru^ on any Mjusted amount), and the Calculation Agent shall promptly 
notify bodi parties of any corrected payments required by either party. Any required corrected 
payments shall be made widiin five Business I>^s of the day on which such notification by 
die Calculation Agent is effective. 


9. Additional Definitions and Amendments to the Credit Derivatives Definitions 

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as 
Section 3(a)(iv) of die form of Novation Agreement set forth in Exhibit E to the Credit 
-Derivatives Definitions to the Reference Entity shall be deemed to be references to both die 
Reference Entity and die Insurer in respect of Ae Reference Policy, if applicable. 

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit 

Derivatives Definitions shall be amended by (i) inserting the words "the Insurer in 
respect of the Reference Policy, if applicable” at the end of subparagraph (aXiiXA) 
thereof, (ii) inserting the words ", servicer, sid>-serviccr, master servicer” before the 
words "or paying agent” in subparagraph (a)(ii)(B) thereof and (iii) deleting the word 
"or” at die end of subparagraph (aXiii) diereof and inserting at the end of 
subparagraph (a)(iv) thereof die following: “or (v) is information contained in a 
notice or on a website published by an internationally recognized rating agency that 
has at any time rated the Reference Obligation”. 

(ii) Tlie definition of “Physical Settlement" in Section 8.1 of the Credit Derivatives 
Definitions shall be amended by (i) deleting the words “Physical Settlement Amount" 
from the last line of the second paragraph diereof and (ii) inserting in lieu thereof the 
Mtords "Exercise Amount”. 

(iii) The definition of "Physical Settlement Date” in Section 8.4 of the Credit Derivatives 
Definitions shall be amended by deleting the last sentence thereof. 


This is intended to cover any situ^on in which the Servicer Repot does not report on Interest 
Shortfalls. 
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(c) For the purposes of the Transaction only, the following terms have the meanings given below: 

“Actual Princi|»l Amount” meats, with respect to the Final Amortization Date or the Legal 
Final Maturity Date, an amount paid on such dzy by or on behalf of the Issuer In respect of 
principal (excluding any amount i^r^enting capitalized interwt that relates to the Term of 
the Transaction) to toe hoideits) of the Reference Obligation in respect of the Refaence 
Obligation. 

“Aggregate Implied Writedown Amount” means the greater of (i) zero and (ii) the aj^egate 
of ail Implied Writettown Amounts minus the aggregate of all Implied Writedown 
Reimbursement Amounts. 

“Current Factor” means the factor of the Reference Obligation as specified in the most recent 
Servicer Report; provided that if toe factor is not specified in the most recent Servicer Report 
or the factor sf^cihed include deferred or capitalized interest that relates to the Term of the 
Transactron, then the Current Factor shall be the ratio equal to (i) the Outstanding Principal 
Amount as of such date, determined in accordance with the most recent Servicer Report over 
(ii) toe Original Principal Amount. 

“Current Period Implied Writedown Amount” means, in respect of a Reference Obligation 
Calculation Period, an amount determined as of the last day of such Reference Obligation 
Calculation Period equal to the greater of: 

(i) zero; and 

(ii) the product of: 

(A) the Implied Writedown Percentage; and 

(B) the greater of: 

(1) zero; and 

(2) the lesser of (x) toe Pari !^su Amount and (y) the Pari Passu 
Amount plus the Senior Anraunt minus the aggregate outstanding 
asset pool balance securing the payment obli^tions on the Reference 
Obligation (all such outstanding asset pool balances as obtained by 
the Calculation Agent from the most recently dated Servicer Report 
available as of such day), calculated based on the face amount of the 
assets then in such pool, whether or not any such asset is performing. 

“Delayed Payment” means, with respect to a Delivery Date, a Principal Payment, Principal 
Shortfall Reimbursement or a Writedown Reimbursement within paragraph (i) of the 
definition of “Writedown Reimbursement” that is described in a Servicer Report delivered to 
holders of the Reference Obligation or to toe Calculation Agent on or after such Delivery 
Date. 

“Dclay«3 Payment Amount” means, if persons who are holders of the Reference Obligation 
as of a date prior to a Delivery Date are paid a Delayed Payment on or after such Delivery 
Date, an amount equal to the product of (i) the sum of all such Delayed Payments, (ii) toe 
Reference Price, (lii) the Applicable Percentage immediately prior to such Delivery Date and 
(iv) the Exercise Percentage. 
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“Distr^sed Ratings Downgrade” means that the Reference Obligation: 

(i) if publicly rated by Moody’s, (A) is downgraded to “Caa2” or below by Moody’s or 
(B)has the rating assigned to it by Moody’s withdrawn and, in either case, not 
reinstated widiin five Busings Days of such downgrade or withdrawal; provided that 
if such Reference Obligation was assigned a public rating of “Baa3” or higher by 
Moody’s immediately pricw to the occurrence of such wididrawal, it shall not 
constitute a Disti^sed Ratings Dpwngadc if such Reference Obligation is assigned a 
public rating of at least “Caal" by Moody’s within three calendar months after such 
withdrawal; or 

(ii) if publicly rated by Standard & Poor’s, (A) is downgraded to “CX3C” or below by 
Standard & Poor’s or (B)has die rating assigned to it by Standard & Poor’s 
widwirawn and, in either case, not reinstated within five Business Days of such 
downgrade or wididrawal; .provided that if such Reference Obli^tion was assigned a 
public rating of “BBB-" or higher by Standard & Poor’s immediately prior to the 
occurrence of such withdrawal, it shall not constitute a Distressed Ratings Downgrade 
if such Reference Obligation is assigned a public rating of at least “CCC-f” by 
Standard & Poor’s within three calendar months after such withdrawal; or 

(iii) if publicly rated by Fitch, (A) is downgraded to “CCC" or below by Fitch or (B) has 
the rating assigned to it by Fitch withdrawn and, in either case, not reinstated within 
five Business Days of such downgrade or wididrawal; provided that if such Reference 
Obli^tion was assigned a public rating of “BBB-” or higher by Fitch immediately 
prior to the occurrence of such wididrawal, it shall not constitute a Distressed Ratings 
Downgrade if such Reference Obligation is assigned a public rating of at least 
“CCC+" by Fitch within three calendar months after such withdrawal 

“Effective Maturity Date" means die earlier of (a) the Scheduled Termination Date and (b) the 
Final Amortization Date. 

“Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of 
Physical Settlement relates equal to the product of (i) the original face amount of the 
Reference Obligation to be Delivered by Buyer to Seller on the applicable Physical 
Settlement Date; and (ii) the Current Factor as of such date. The Exercise Amount to which a 
Notice of Physical Settlement relates shall (A) be equal to or less than the Reference 
Obligation Notional Amount (determined, for this purpose, without regard to the effect of any 
Writedown or Writedown Reimburacment within paragraphs (i)(B) or (iii) of “Writedown" or 
paragraphs (ii)(B) or (iii) of “Writedown Reirabursement”, respectively) as of the date on 
which die relevant Notice of Physical Settlement is delivered calculated as though ^e 
Physical Settlement of all previously delivered Notices of Physical Settlement has occurred in 
full and (B) not be less than the lesser of (1) the Refwence Obligation Notional Amount as of 
the date on v/hich the relevant Notice of Physical Settlement is delivered calculated as diou^ 
Physical Settlement in rwpect of all previously delivered Notices of Physical Settlement has 
occurred in full and (2) USD 1 00,000. The cumulative original face amount of Delivouble 
Obligations specified in all Notice of Physical Settlement shall not at any time exceed the 
Initial Face Amount. For the avoidance of doubt: (a) if any capitalization or deferral of 
interest in respect of die Reference Obligation has occui^ during die Term of the 
Transaction and has not been recovered by holders of the Reference Obli^tion pursuant to 
the terms of the Underlying Instruments, then, for the purpose of determining the amount of 
Deliverable Obligations to be Delivered, the Exercise Amount (determined above by 
reference to the original face amount) will represent an outstanding principal balance of the 
Reference Cfoligation to be Delivered by Buyer that includes the proportion of unrecovered 
interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding the 
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foregoing, tfie Physical Settlement Amount payable by Seller in relation to such Exercise 
Amount shall not include any amount in respect of such unrecovered interest. 

“Exercise Percentage” means, wife i^pect to a Notice of Physical Settlement, a percentage 
equal to the original face amount of fee Deliverable Obligations specified In such Notice of 
Physical Settlement divided by an amount equal to (i) the Initial Face Amount minus (ii) fee 
aggre^te of fee original fece amount of all Eleliverable Obligations specified in all previously 
delivered Notices of Riysical Settlement. 

“Exjrcctcd Principal Amount” means, with respect to fee Final Amortiaation Date or the Legal 
Final Maturity Date, an amount equal to (i) fee Outstanding Principal Amount of the 
Refi^ence Obligation paj^ble on such day (excluding any amount representing capitalized 
interest that relates to the Term of the Transaction) assuming for this purpose that sufficient 
funds arc available for such payment, where such amount shall be determined in accoi^ance 
with fee Underlying Instrument, minus (ii) the sum of (A) the Aggregate Implied Writedown 
Amount (if any) and (B) fee net ag^gate principal deficiency balance or realized loss 
amounts (however described in the Underlying Instruments) that are attributable to the 
Reference Obligation, The Expected Principal Amount shall be determinwi without regard to 
the effect of any provisions (however described) of fee Underlying Instruments feat permit the 
limitetion of due payments or distributions of funds in accordance with the terms of such 
Refeence Obligation or that provide for fee extinguishing or reduction of such payments or 
festributions. 

“Failure to Pay Principal” means (i) a feilure by the Reference Entity (or any Insurer) to pay 
an Expected Wncipal Amount on the Final Amortization Date or fee Legal Final Maturity 
Date, as the case may be, or (ii) payment on any such day of an Actual Principal Amount that 
Is less than fee Expected Principal Amount; provided feat the failure by fee Reference Entity 
(or any Insurer) to pay any such amount in respect of principal in accordance with the 
foregoing shall not constitute a Failure to Pay Principal if such failure has been remedied 
within any grace period applicable to suefe payment obligation under fee Underlying 
Instnuncnts or, if no such grace period is applicable, wifein three Business Days after the day 
on which the Expected Principal Amount was scheduled to be paid. 

“Final Amortization Date” means fee first to occur of (i) the date on which the Reference 
Obligation Notional Amount is reduced to zero and (ii) the date on which the assets securing 
the Reference Obligation or designated to fund amounts due in respect of the Reference 
Obligation are liquidated, distributed or otherwise disposed of in full and the proceeds thereof 
are distribufed or otherwise disposed of in full. 

“Fitch” means Fitch Ratings or any successor to its rating business. 

“Implied Writedown Amount” means, (i) if the Underlying Instruments do not provide for 
writedowns, applied losses, principal deficiencies or realized losses as described in (i) of fee 
definition of “Writedown” to occur in respect of the Reference Obligation, on any Reference 
Obligation Payment Date, an amount determined by fee Calculation Agent equal .to the 
excess, if any, of fee Current Period Implied Writedown Amount over the Previous Period 
Implied Wri^own Amount, in each case in respect of fee Reference Cfeligation Calculation 
Period to which such Reference Obligation Payment Date relates, and (ti) in any other case, 
zero. 

• “In^rlied Writedown Percentage” means (i) fee Outstanding Principal Amount divided by 
(ii) fee Pari Passu Amount. 

“Implied Writedown Reimbursement Amount” means, (i) if fee Underlying Instruments do 
not provide for writedowns, applied losses, principal deficiencies or realized losses as 
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described in (i) of the definition of “Writedown” to occur in respect of the Reference 
Obligation, on any Reference (%iigation Payment Date, an amount determined by the 
Calculation Agent equal to the exce«, if any, of die Previous Period Implied Writedown 
Amount over the CurrOTt Period Implied Writedown Amount, in each case in r«pect of die 
Reference Obli^tion Dtlculation Period to which such Reference Obligation Payment Date 
relates, and (ii) in any other case, zero, provided that the aggregate of all Implied Writedown 
Reimbursement Amounts at any time shall not exceed the Outstanding Principal Amount 

“Legal Final Maturity Date” means the date set out in paragraph 1 above (subject, for the 
avoidance of doid>t, to any business day convention applicable to the legal final maturity date 
of the Reference Obli^tion), provided that if the legal final maturity date of die Reference 
Obligation is amended, the Legal Final Maturity Date shall be such date as amended. 

“Moody’s” means Moody’s Investors Service, Inc. or any successor to its rating business. 

“Outstanding Principal Amount” means, as of any date of determination widi respect to the 
Reference Obligation, the outstanding princip^ balance of the Reference Obligation as of 
such date, which shall take into account: 

(i) all payments of principal; 

(ii) all writedowns or applied losses (however described in the Underlying Instruments) 
resulting in a reduction in the outstanding principal balance of the Reference 
Obligation (other toan as a result of a scheduled or unscheduled payment of 
principal); 

(iii) forgiveness of any arwunt by die holders of the Reference Obligation pursuant to an 
amendment to the Underlying Instruments resulting in a reduction in the outstanding 
principal balance of the Reference Obligation; 

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this 
definition; and 

(v) any increase in the outstanding principal balance of the Reference Obligation tiiat 
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition; 
and 

(vi) any increase in the outstanding principal l»lance of the Reference Obligation that is 
attributable to the deferral or capitalization of interest prior to the Effective Date. 

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion 
of the outstanding principal balance of the Reference Obligation that is attributable to the 
deferral or capitalization of interest during the Term of this Transaction. 

Passu Amoimt” means, as of any date of deteroiination, the aggrepte of the 
Outstanding Principal Amount of the Reference Obligation and the aggregate outstanding 
principal balance of all obligations of the Reference Entity secured by the Underlying Assete 
and i^ingpari passu in prtority with the Reference Obligation. 

“Previous Period Implied Writedown Amount” means, in respect of a Reference Obligation 
Calculation Period, the Current Period Implied Writedown Amount as determined in relation 
to toe last day of the immediately preceding Reference Obligation Calculation Period. 

“Principal Payment” means, with respect to any Reference Obligation Payment Date, toe 
occurrence of a payment of an amount to toe holders of the Reference Obligation in respect of 
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principal (scheduled or unscheduled) in respect of the Reference Obligation other than a 
payment in respect of principal representing capitalized interest that relates to the Term of the 
Transaction, excluding, for the avoi<tence of doubt, any Writedown Reimbursement or 
Interest Shortf^l Reimbursement. 

“Principal Payment Amount” me^s, with respect to any Reference Obligation Payment Date, 
Bn amount e^ial to the product of (i) the amount of any Principal Payment on such date and 
(ii) the Applicable Percentage. 

“Principal Shortfell Amount" means, in r^ect of a Failure to Pay Principal, an amount equal 
to the greater of: 

(i) zero; and 

(ii) toe amount equal to the product of: 

(A) toe Expected Principal Amount minus toe Actual Principal Amount; 

(B) the Applicable Percentage; and 

(C) the Reference Price. 

If the Principal Shortfall Amount would be greater than toe Reference Obligation Notional 
Amount immediately prior to toe occurrence of such Failure to Pay Principal, then toe 
Principal Sborttoll Amount shall be deemed to be equal to the Reference Obligation Notional 
Amount at such time. 

“Principal Shortfall Reimbursement" m^ns, with respect to any day, toe payment by or on 
behalf of the Issuer of an amount in respect of toe Reference Obligation in or toward the 
satisfaction of any deferral of or failure to pay principal arising from one or more prior 
occurrences of a Failure to Pay Principal. 

“Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of 
(i)the amount of any Principal Shortfall Reimbursement on such day, (ii)the Applicable 
Percentage and (iii) toe Reference Price. 

“Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional 
Fixed Amount Payment Date, the sum of toe Principal Shortfall Reimbursement Amounts in 
respect of all Wncipal Shortfall Reimbursements (if any) made during toe Reference 
Obligation Calculation Period relating to such Additional Fixed Amount Payment Date, 
provided that toe aggregate of all Principal Shorttoll Reimbursement Payment Amounts at 
any time shall not exceed toe aggregate of all Floating Amounts paid by Seller in' respect of 
occurrences of Failure to Pay Principal prior to such Additional Fixed Amount Payment I^te. 

“Rating Agencies” means FiUto, Moody's and Standard & Poor’s. 

“Reference Obligation Calculation Period" means, with respect to each Reference Obligation 
Payment Date, a period corresponding to the interwt accrual period relating to such Reference 
Obligation Payment Date pursuant to the Underlying Instruments. 

“Reference Obligation Coupon” means toe periodic interest rate applied in relation to eacto 
Reference Obligation Calculation Period on toe related Reference Obligation Payment Date, 
as determined in accordance with toe terms of the Undwiying Instruments as at toe Effective 
Date, without regard to any subsequent amendment. 
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"Reference Obli^tion Payment Date” means (i) each sdheduied distribution date for the 
Reference Obli^tion occurring on or after the Effective Date and on or prior to the Scheduled 
Termination Date, determined in accordance with the Underlying Instruments and (ii) any day 
after the Effective Maturity Date on which a payment is made in respect of the Reference 
Obligation. 

“Relevant Amount” means, if a Servicer Report that describes a Principal Payment, 
Writedown or Writedown Reimbursement (otfrer than a Writedown Reimbursement within 
paragraph (i) of "Writedown Reimbursement”), in each case that has the effect of decreasing 
or increasing the interest-accruing principal balance of the Reference Obligation as of a date 
prior to a Delivery Date but sudi Servicer R^rt is delivered to holders of the Reference 
Obligation or to the Calculation Agent on or af^ sudr Delivery Date, an amount equal to the 
prodiujt of (i) the sum of any such Principal Payment (expressed as a positive amount). 
Writedown (expressed as a positive amount) or Writedown Reimbursement (expressed as a 
negative amount), as applicable; (ii) the Reference Price; (iii) the Applicable Percentage 
immediately prior to such Delivery Date; and (iv) the Exercise Percentage. 

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all 
obligations of the Reference Entity secured by die Underlying Assets and ranking senior in 
priority to the Reference Obligation. 

“Servicer” means any trustee, servicer, sub-serviccr, master servicer, fiscal agent, paying 
agent or oftier similar entity rwponsible for calculating payment amounts or providing reports 
pumiant to the Underlying Instruments. 

"Servicer Reports" means periodic statements or reports regarding the Reference Obligation 
provided by the Servicer to holders of the Reference Obligation. 

"Standard & Poor’s” means Standard & Poor’s Rating Services, a division of The McGraw- 
Hill Companies, Inc. or any successor to its rating business. 

"Underlying Assets” means the assets securing the Reference Obligation for the benefit of the 
holders of die Reference Obligation and which are expected to generate the cashflows 
required for die servicing and repayment (in whole or in part) of the Reference Obligation, or 
the assets to which a holder of such Reference Obligation is economically exposed where 
such exposure is created synthetically. 

“Underlying Instruments” means the indenture, trust agreement, pcxiling and servicing 
agreement or other relevant a^eement(s) setting forth the terms of the Reference Obligation. 

"Writedown’* means the occurrence at any time on or after the Effective Date of: 

(i) (A) a writedown or applied loss (however described in the Underlying 

Instruments) rwulting in a reduction in the Outstanding Principal Amount 
(odier than as a result of a scheduled or unscheduled payment of principal); 
or 

(B) the attribution of a principal deficiency or Tcali2»d loss (however described in 
the Underlying Instruments) to the Reference Obligation resulting in a 
reduction or subonlination of the current interest payable on the Reference 
Obligation; 

(ii) the forgiveness of any amount of principal by the holdere of the Reference Obligation 
pureuant to an amendment to die Underlying Instrumente resulting in a reduction in 
the Chitstanding Principal Amount; ot 
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(iii) if tile Underlying Instruments do not provide for writedowns, applied losses, principal 
deficiencies or realized loss^ as described in (i) above to occur in respect of the 
Reference Obligation, an Implied Writedown Amount being determined in respect of 
tiie Reference Obligation by tiic Calculation Agent. 

“Writedown Amount" means, with respect to any day, the product of (i) the amount of any 
Writedown on aich day, (ii) the Applicable Percentage and (iii) the Reference Price. 

“Writedown Reimbureement” means, with respect to any day, the occurrence of: 

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference 
Obligation in reduction of any prior Writedowns; 

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount 

of the Reference Obligation to reflect the reversal of any prior Writedowns; 
or 

(B) a decre^e in the principal deficiency balance or realized loss amounts 
(however described in the Undwlying Instruments) attributable to the 
Reference Obligation; or 

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal 
deficiencies or realized losses as described in (ii) above to occur in respect of the 
Reference Obligation, an Implied Writedown Reimbursement Amount being 
determined in respect of the Reference Obligation by the Calculation Agent 

"Writedown Reimbunement Amount" means, with respect to any day, an amount equal to the 
product of: 

(i) the sum of all Writedown Reimbursements on that day; 

(ii) the Applicable Percentage; and 

(iii) , the Reference Price. 

“Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed 
Amount Payment Date, tiie sum of the Writedown Reimbursement Amounts in respect of all 
Writedown Reimbursements (if any) made during the Reference Obligation Calculation 
Period relating to such Additional Fixed Amoimt Payment Date, provided that the aggregate 
of all Writedown Reimbursement Payment Amounts at any time shall not exceed tiie 
aggregate of all Floating Amounts paid by Seller in respect of Writedowns occurring prior to 
such Additional Fixed Amount Payment Date. 
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Interest Shortfall Cap Annex 

If Interest Shortfall Cap is spcctfiwi as applicable in the relevant Confinnation, ften the 
following provisions will apply: 

Interest Shortfall Cap Basis: As shown in the relevant Confirmation. 

Interest Shtwtfall Cap Amount: If the Interest Shortfall Cap Basis is Fixed Cap, the Interest 
Shortfall Cap Amount in respect of an Interest Shortfall 
shall be the Fixed Amount calculated in respect of the Fixed 
Rate I^yer Payment Date immediately following the 
Reference Obligation Payment Date on which the relevant 
interest Shorcfdl occurred. 

If the Interest Stoitfell Cap Basis is Variable Cap, the 
Interest Shortfall Cap Airu>unt applicable in respect of a 
Floating Rate Payer Payment Date shall be an amount equal 
to the product of: 

(a) die sum of the Relevant Rate and the Fixed Rate 
applicable to the Fixed Rate Payer Calculation Period 
immediately preceding the Refo-cnce Obligation 
Payment Date on which the relevant Interest Shortfall 
occurs; 

(b) the amount determined by the Calculation Agent 
under sub-clause (b) of the definition of “Fixed 
Amount” in relation to the relevant Fixed Rate Payer 
Payment Date; and 

(c) the acUial number of days in such Fixed Rate Payer 
Calculation Period divided by 360. 

Inters Shortfell As shown in the relevant Confirmation. 

Compounding; 

Interest Shortfall If Interest Shortfall Cap is specified as applicable in the 

Reimbursement Payment relevant Confirmafion, then with respect to the first 

Amount; Additional Fixed Amount Payment Date, zero, and with 

respect to any subsequent Additional Fixed Amount 
Payment Date and calculated as of the Reference Obligation 
Payment Date immediately preceding such Additional Fixed 
Amount Payment l>ate, as specified by the Calculation 
Agent in its notice to the parties or by Seller in its notice to 
Buyer of the existence of an Interest Shortfall 
Reimbursement, an amount equal to the greater of; 

(a) zero; and 

(b) the amount equal to: 

(i) the product of: 

(A) the Cumulative Interest Shortfall 
Payment Amount as of the 
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Additional Fixed Amount 
Payment Date immediately 
preceding such Reference 
ObligadoD Payment Date; and 

(B) either: 

(1) if Interest Shortfall 

Compounding is specified 
as ^plicaWe in the relevant 
Confirmation, the relevant 
Cumulative Interest 

Shortfall Payment 

Compounding Fmjtor for 
the Fixed Rate Payer 
Calculation Period 

immediately preceding 

such Ad^tional Fixed 
Amount Payment Date (or 
1 .0 in respect of any 
Additional Fixed Amount 
Payment Date occurring 
aftCT the final Fixed Rate 
Payer Payment Date); or 

(2) if Interest Shortfall 
Compounding is specified 
as not applicable in the 
relevant Confirmation, 1; 

minus 

(ii) the Cumulative Interest Shortfall Amount 
as of such Reference Obligation Payment 
Date; 

provided that if the Interest Shortfall Reimbursement 
Payment Amount on an Additional Fixed Amount Payment 
Date would exceed the Interest Shortfall Reimbursement 
Amount in respect of the related Reference Obligation 
Payment Date, then such Interest Shortfall Reimbursement 
Payment Amount shall be deemed to be equal to such 
Interest Shortfall Reimbursement Amount. 

Widi respect to any Reference Obligation Pa>ment Date, an 
amount equal to the greater of: 

(a) zero; and 

(b) an amenmt equal to: 

(i) the Cumulative Interest Shortfall Amount as 

of the RefCTcnce Obligation Payment Date 
immediately preceding such Reference 
Obligation Payment Etete or, in the case of 
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the first Reference Obligation Payment 
Date, zero; plus 

(ii) the Interest Shortfall Amount (if miy) in 
respect of such Reference Obligation 
Payment Date; plus 

(iii) either: 

(A) if Interest Shortfall Compounding is 
specified as applicable in the 
relevant Confirmation, an amount 
determined by die Olculation 
Agent as the amount of interest that 
would accrue on die Cumulative 
Interest Shortfall Amount 
immediately preceding such 
Reference Obll^don Payment Dale 
during the related Reference 
Obligation Calculation Period 
pursuant to the Underlying 
Instruments or, in the case of the 
first Reference Obligation Payment 
Date, zero; or 

(B) if Interest Shortfall Compounding is 
specified as not applicable in the 
relevant Confirmation, 0; minus 

(iv) the Interest Shortfall Reimbursement 
Amount (if any) in respect of such 
Reference Obligation Payment Date. 

Upon the occurrence of each Delivery, the Cumulative 
Interest Shortfall Amount shall be multiplied by a fraction 
equal to (a) the Applicable Percentage immediately 
following such Delivery divided by (b) the Applicable 
Percentage immediately prior to such Delivery, provided, 
however, diat if more th^ one Delivery is ra^e during a 
Reference Obligation Calculation Period, the Cumulative 
Interest Shortfall Amount calculated as of the Reference 
Obligation Payment Dale occurring immediately after such 
Reference Obligation Calculation Period shall be multiplied 
by a fraction equal to (a) the Ai^licable Percentage 
immediately following the final Delivery made during such 
Reference Obligation Calculation Period over (b) the 
Applicable Percentage immediately prior to tiie first 
Delivery made during such Reference Obligation 
Calculation Period. 
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Payment Amount: 
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The Cumulative intcTKt Shortfall Payment Amount with 
respwt to any Fixed Rate Payer Payment Date and any 
Additional Fixed Amount Payment Date falling on suc^ 
Fixed Rate Payer Payment Date shall be an amount equal to 
the greater of: 

(a) zero; and 

(b) the anteunt equal te: 

(i) the sum of: 

(A) the Interest Shortfall Payment 

Amount for the Reference 
Obligation Payment Date 
corresponding to suc^ Fixed Rate 
Payer Payment Date; and 

(B) the product of; 

(1) the Cumulative Interest 
Shortfall Payment Amount 
as of die Fixed Rate Payer 
Payment Date immediately 
preceding such Fixed Rate 
Payer Payment Date (or 
zero in the case of the first 
Fixed Rate Payer Payment 
Date); and 

(2) either: 

(AA) if Interest Shortfall 

Compounding is specified 
as applicable in the relevant 
Confirmation, the relevant 
Cumulative Interest 

Shortfall Payment 

Compounding Factor, or 

(BB) if Interest Shortfall 

Compounding is ^ecified 
as not applicable in the 
relevant Confirmation, 1 ; 

minus 

(ii) any Interest Shortfall Reimhirsement 
Payment Amount paid on such Fixed Rate 
Payer Payment Date. 

With respect to any Additional Fixed Amount Payment Date 
falling after the final Fixed Rate Payer Payment Date, the 
Cumulative Interest Shortfall Payment Amount shall be 
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equal to: 

(x) the Cumulative Interest Shortfall Payment Amount 
as of the Additional Fixed Amount Payment I^te 
immediately preceding such Additional Fixed 
Amount Payment Date (or as of the final Fixed Rate 
Payer Payment Date in the case of tihe first 
Additional Fixed Amount Payment Date occurring 
after the final Fixwi Rate Payer Payment Date); 
minus 

(y) any Interest Shortfall Reimbursement Payment 
Amount paid on such Additional Fixed Amount 
Payment Date. 

Upon the occurrence of each Delivery, file Cumulative 
Interest Shortfall Payment Amount shall be multiplied by a 
fraction equal to (a) the Applicable Percentage immediately 
following such Deliveiy divided by (b) the Applicable 
Percentage immediately prior to such Delivery, provided, 
however, that if more than one Delivery is m^e during a 
Reference Obligation Calculation Period, the Cumulative 
Interest Shortfall Payment Amount calculated as of the 
Reference Obligation Payment Date occurring immediately 
after such Reference Obligation Calculation Period shall be 
multiplied by a fraction equal to (a) the Applicable 
Percentage immediately following the final Delivery made 
during such Reference Obligation Calculation Period and (b) 
the Applicable Percentage immediately prior to the firet 
Delivery made during such Reference Obligation 
Calculation Period. 
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Cumulative Interest Shortfall 
Payment Compounding Factor: 


Relevant Rate: 


Rate Source: 
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With respect to any Fixed Rate Payer Calculation Period, an 
amount equal to die sum of: 

(a) 1.0; 
plus 

(b) the product of: 

(i) toe sum of (A) toe Relevant Rate plus (B) 
toe Fixed Rate; and 

(ii) toe actual number of days in such Fixed 
Rate Payer Calculation Period divided by 
360; 

provided, however, that the Cumulative Interest Shortfall 
Payment Compounding Factor shall be deemed to be 1.0 
during the period from but excluding the Effective Maturity 
Date to and including the Termination Date. 

With respect to a Fixed Rate Payer Calculation Period, the 
Floating Rate, expressed as a decimal number with seven 
decimal places, toat would be determined if: 

(a) the 2000 ISDA Definitions (and not toe 2003 ISDA 
Credit Derivatives Definitions) applied to this 
para^ph; 

(b) the Fixed Rate Payer Calculation Period were a 
“Calculation Period” for purposes of such 
determination; and 

(c) the following terms applied: 

(i) the Floating Rate Option were toe Rate 
Source; 

(ii) the Designated Maturity were toe period 
that coiTcsponds to the usual length of a 
Fixed Rate Payer Calculation Period; and 

(iii) the Reset Date were the first day of the 
Calculation Period; 

provided, however, that the Relevant Rate shall be deemed 
to be zero during the period from but excluding the Effective 
Matority Ctete to and including the Termination Date. 

As shown in toe relevant Confirmation. 
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Schedule 

Form of Novation Confirmation 
[Headed paper of Party A] 

NOVATION CONFIRMATION 

for use with the ISDA Standard Terms Supplement for use with Credit Derivative Transaction on 
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement as published by die 
International Swaps and Derivatives Association, Inc. 


Date; 

To: [Name and Address or Fatsimile Number of Party B and Party C) 

From: [Party A] 

Re: Novation Transaction 


Dear 


The purpose of this [facsimilc][letter] is to confirm the terms and conditions of the Novation 
Transaction entered into between the parties and effective from the Novation Date specified below. 
This Novation Confirmation constitute a “Confimiation” as referred to in the New Agreement 
specified below. 

1. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the 
“Definitions”), the terms and provisions of the 2003 ISDA Credit E>erivatives Definitions (the “Credit 
Derivatives Definitioia”), as published by the International Swaps and Derivatives Association, Inc. 
and amended from time to time and the Annex hereto are each incorporated in ^is Novation 
Confirmation. In the event of any inconsistency between (i) the Definitions (as amended by the 
Annex hereto), (ii) the Credit Derivatives Definitions and/or (iii) the Novation Agreement (as 
amended by the Annex hereto), this Novation Confirmation will govern. 

2. The terms of tiie Novation Transaction to which tiiis Novation Confirmation relates 
are as follows: 


[Novation Trade Date:] 

Novation Date; 

Novated Percentage: 

[Transferor][Transferor 1 (and notwitiistanding Section 1.5 of the Definitions)]: 
[Transferor 2 (and notwitiistanding Section 1.5 of the Definitions)]: 
[Transferee3[Transferee 1): 
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[Reinaming Party (and notwithstanding Section 1.6 of the Definitions)3rrransferee 2 (and 
notwithstanding Section 1.6 of the Definitions)]: 

[New Agreement (between [Transferee 1 and Transferee ISDA Master Agreement [dated as 

23[Transferee and Remaining Party])]: of ][as per Section 1 . 11 of 

the Definitions] subject Xo [English 
law][the laws of the State of New 
York] 


3. The tenns of each Old Transaction to which diis Novation Confirmation re1ates[, for 
identification purposes, are as fo!lows:][shan be specified in the copy of the Old Confirmation 
attached hereto as Exhibit A.] 


Reference Entity: 

Reference Obligation: 

Trade Date of Old Transaction: 

Effective Date of Old Transaction: 
Applicable Percentage of Old Transaction: 
Scheduled Termination Date of Old 
Transaction: 


4. The terms of each New Transaction to which diis Novation Confirmation relates [are 

as follows:][shaU be sp«:ified in Section(s] f. an d 1 of] the copy of the Old Confirmation 

attached hereto as Exhibit A.][shall be specified in the New Confirmation attached hereto as Exhibit 
[A][B]3. 

Full First Calculation Period Applicable, [commencing on [ ]] 

[commencing on [ ], with respect to 
any amounts to be paid by the 
Transferee, and [ ], with respect to 
any amounts to be paid by the 
Remaining Party. 

5. Other Provisions: [[Additional Provisions relating to the New Transaction][Credit 
Support Documents relating to the New Transaction]]: 

6. Miscellaneous Provisions: [Non-Rcliancc)[ ) 

7. Notice Details: 

Telephone and/or Facsimile Numbers for Notices: 

Transferee: [ ] 

Remaining Party: [ 3 


8. [The parties confirm their acceptance to be bound by this Novation Confirmation as 
of fee Novation Efete by executing a copy of this Novation Confirmation and retiiming it to us]. The 
Transferor, by its execution of a copy of feis Novation Confinnation, agrees to the terms of the 
Novation Confirmation as it relates to wch Old Transaction. The Transferee, by its execution of a 
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copy of this Novation Confirmation, agrees K) the terras of the Novation Confinnation as it relates to 
each New Transaction.]. 

9. The Remaining Party and the Transferee agree that, notwithstanding any provision in 
the Old Transaction to which this No'^^tion Confirmation mlates, all rights of the Renaming Party 
and the Transfoor in r^pect of Floating Amounts and Additional Fixed Amounts that arose before 
the Novation Date shall be deemed to have been exercised and all obli^tions of such parties in 
nspect of such events diat have arisen or are deemed to Iteve arisen shall be deemed to have been 
satisfied in full, in each case solely for the purposes of determining the rights and obligations of the 
Remaining Party and the Tramferee under the New Transaction. Nothing in this paragra}^ shdl 
affect the rij^ts or obligations of the Rcn^ning Party or die Transferor under the Old Transaction. 


(Name of Remaining Party) 


(Name of Transferor) 


By: 

Name: 

Title: 

Date: 


By: ... 
Name: 
Title: 
Date; 


(Name of Transferee) 

By: 

Name; 

Title: 

Date; 
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Annex 


1 . Section 2(a) of the Novation A^ement shall be deemed to be amended as follows: 

(a) by the insertion of “(i) ” after the words “witii respect to” in the fifth line thcawf; and 

(b) by toe addition of the following at toe end thereof: 

“and any li^ts or obligations arising in respect of Floating Amount Events or 
Additional Fixed Amount Events, in each case in respect of which toe Remaining 
Party or the Transferor (each an “Original Party”), as applicable, had toe right to 
deliver a notice pursuant to the terms of toe Old Transaction but such notice was not 
delivered by that party or the Calculation Agent prior to toe Novation Dato (eadi an 
“Excluded Event”) provided that toe rights of the Original Parties to delivo* a notice 
in respect of an Excluded Event pursuant to toe Old Transaction shall expire on the 
bOthcaiendar day following the Novation Date.” 

2. Section 2(b) of toe Novation Agreement shall be deemed to be amended by toe addition of the 
following after the words “Novation Date,” in the last line thereof: 

“but excluding any rights or obligations in respect of Excluded Events,” 

3. The definition of “Novated Amount" in Section 1.18 of toe Definitions shall be replaced by 
the following definition of “Novated Percentage": 

““Novated Percentage” means the portion of the Applicable Percentage of the Old 
Transaction that is the subject of toe Novation Transaction. If the Novated Percentage 
is less than 100% of the Applicable Percentage of the Old Transaction, the Old 
Transaction shall remain in full force and effect but all future payments, deliveries 
and calculations toereunder shall be based on an Applicable Percentage that has been 
reduced by the relevant Novated Percentage." 

Each reference to “Novated Amount” in the Definitions and the Novation Agreement shall be 
darned to be a reference to “Novated Percentage”. 

4. Section 2.1(a)(iuXD)(i) oftoe Definitions shall notaj^ly 
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SCHEDULE K 

FORM OF CONFIRMATION FOR CDO SECURITIES 

Deutsche Bank AG 

Date; 

To: 

Mention: 

Fax No.: 

Our Refei^nce: 

RE: Credit Derivative Transaction on Collateralized Debt Obligation Security with Pay'As-You-Go or Phy^cal Settiement 

{Deal®- Fomv-adjusted for Gemstone CDO VII Ltd.) 



Dear Sir/Madam: 

The purpc»e of ftis letter (the ’Confirmation’) is to confirm foe terms and conditions of the Credit Derivative Transacdon 
relating to a cx^iaterali^ debt obligation security reference obligation entered into betvreen Deutsche Bank AG, acting 
thfoi^h its London Branch ("Party A’) and Gemstone CDO VI! Ltd. (’Party 8*) on the Trade Date specified below (the 
’Transaction’). This Confirmation cwistitutes a ’Confirmation" as referred to in the ISDA Master Agreement specified below. 

The definitions and provisions contained In the 2003 ISDA . Credit Derivatives Definitions (foe ’Credit Derivatives 
Definitions’), as published by foe intematlonel Swaps and Derivatives Association. Inc., are Incorporated info this 
Confirmation. In the event of any inconsistency between the Credit Derivatives Definitions and this Confirmation, this 
Confirmation shall govern. 

This Confirmation supplements, forms a part of, and is subject to. foe ISDA Master Agfoement, dated as of June 27, 2006, as 
amended and supplemented from time to time (foe ’Agreement"), between you and us. Ail provisions contained in foe 
Agreement govern this Confirmation except as expressly modified below. 

References In this Confirmation to foe 'Reference Obligation’ shaB be to the tenns of foe Reference Obligation (as defined 
t^kjw) set out in the Underlying Instruments (as defined below) as amended from time to time unless otherwise specified 
below. 

The terms erf the Transaction to which this Confirmation relates are as foltows: 

1. General Terms: ' 


Trade Date; 

[•j 

Effective Date: 

1*1 

Scheduled Termination Date: 

Subject to paragraph 5, the Legal Fir^a! Maturity Date of the 
Reference Obligation, subject to adjustment in accordance 
with the Foliowing Business Day Convention. 

Terminatfon Date; 

The iasttooocurof: 


(a) the fifth Business Day foliowing foe Effective 

Maturity Date: 
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(b) the last Ftoating Rate Payw^ Payment Date: 


(c) the last Delivery Date: and 


(d) the last Additiona} Fixed Amount Payment Date. 

Fl(»tinfl Rate Payer 

Party B (the “Seller). 

Fixed Rate Pa^n 

Party A {the "Buyer). 

Catcuiation Agent 

Party A 

Calculation ^ent City: 

New York 

Business Day: 

New York and tondcm 

Business Day Convention: 

Following (which, with the exception of the Effedtive Date, 
the Final Amortization Date, each Reference Obligatbn 
Payment Date and the pehod end date of each Reference 
Obligation Caiculabon Period, shall apply to any date 
referred to in this Confirmabon that falls on a day that is not 
a Business Day). 

Reference Entity: 

!•) 

Reference Obiioation; 

The obtlqation identified as follows: 


Issuer: The Reference Entity 


Insurer (•) 


CUSIP/ISIN: !•! 


Bioomberq ID: {•! 


Legal final maturity date: [•] 


Oriqlnal Principal Amount: [•! 


initial Factor [•] 


Coupon: [•! 


Section 2.30 of the Credit Derivatives Definitions shall not 
apply. 

Reference Policy; 

Not Applicable 

Reference Price: 

100% 

^pticabie Percentaqe: 

On any day. a percentage equal to A divided by 6. 


“A“ means the product of the Initial Face Amount and the 
Initial Factor as decreased on each Delivery Date by an 
amount equal to (a) the outstanding principal balance of 
Deliverable Obligations Delivered to Seller (as adjusted by 
the Relevant Amount. If any) divided by the Current Factor 
on such day muitiplled by (b) the Initial Factor. 


"B“ means the product of the Original Principal ArrKJunt and 
the Initial Factor 
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{a) as increased by the outstanding prindpai balance 

of any further issues by ttie Reference Entity tiiat 
are fungible with and form part of the same legal 
series as tile Reference Obligation; and 


(b) as decreased by any cancellations of some or all 

of the Outstanding Principal Amount resulting 
from purchases of the Reference Obligaticm by or 
on behalf of the Reference Entllv. 

Initial Fa<» Anxwnt 

[•1 

Reference Obligation Notional 
Amcttint 

On the Effective Date, the product of. 

(a) the Original Principal Amount; 


(b) the initial Factor; and 


(c1 the Applicable Percentage. 


Following the Effective Date, the Reference Obligatton 
Notional Amount will be: 


(i) decreased on each day on which a Principal 

Payment is made by the relevant Principal 
Pasrment Amount; 


(ii) decreased on the day, if any, on which a Failure 

to Pay Principal occurs by the relevant Principal 
Shortfoll Amount: 


{iil) decreased on each day on which a Writedown 

occurs by the relevant Writedown Amount; 


(iv) increased m each day on which a Writedown 

Reimbursemmt occurs by any Writedown 
Reimbursement Amount in respect of a 
Wrttedown Reimbursement within paragraphs 
(II) or (ill) of the definition of ’Writedown 
Reimbursement": and 


(v) decreased on each Delivery Date by an amount 

equal to the relevant Exercise Amount minus the 
amount determined pursuant to paragraph (b) of 
"Physical Settlement Amount* below, provided 
that If any Relevant Arrrount is applicable, the 
Exercise Amount will also be deemed to be 
decreased by such Relevant Amount (or 
increased by the absolute irelue of such Relevant 
Amount if such Relevant Amojnt is negative) with 
effect from such Detivery Date; 


provided that if the Reference Obligation Notionai Amount 
vwuld be less than zero, It shall be deemed to be zero. 
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For avoidance of doubt, the Reference Obligation 

NobcHial Amount shall not be increased by any deferral or 
capitalization of Inters^ during the Term of this Transacton 
or decreased payment of any portion of the printdpal 
balance of the Reference Obligation that is attributabte to 
deferral or capltatization of Interest during the Term of Uiis 
Transaction. 

initial Payment 

Rtot applicable] 


[On [tt)e Effective Date], [Buyer]/[Seller] will pay 
fUSDir . ] to (SeflerVfBuverl.l 


2- Fixed Payments: 


Fixed Rate Payer 

Buyer 

Fixed Rate: 

[•]% per annum-, subject to adjustment In accordance wife 
paragraph 5 below. 

Fixed Rate Payer Period End Date: 

The ^t day of each Reference Obligation Calculation 
Period. 

Fixed Rate Payer Payment Dates: 

Earfe day falling five Business Days after a Reference 
Obligation Payment Date; provided feat the final Fixed 
Rate Payer Payment Date shall fell on fee fifth Business 
Day following fee Effective Maturity Date. 

Fixed Amount: 

Wife respect to any Fixed Rate Payer Payment Date, an 
amount equal to fee product of: 


(a) fee Fixed Rate; 


(b) an amount determined by fee Calculation Agent 

eguai to: 


(1) the sum of the Reference Obligatton 

Notional Amount as at 5:00 p.m. in fee 
Calculation Agent City on each day in the 
related Fbced Rate Payer Calculation 
Period; divided by 


(ii) fee actual number of days in the related 

Fixed Rate Payer Calculation Period; 
and 


(c) the actual number of days In fee related Fixed 

Rate Payer Calculation Period dMded by 360. 

Additional Fixed Amount Payment 

(a) Each Fixed Rate Payer Payment Date; and 

Dates; 

(b) In relation to each Additional Fixed Payment 

Event occurring after fee second Business Day 
prior to the last Fixed Rate Payer Ffeyment Date, 
the fifth Busirrass Day after Buyer has rer^h/ed 
notification from Seller or the Calculaticm Agent of 
the occurrence erf such Additiona! Fixed Payment 
Event. 
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Additional Fixed Paymente: 

Foliowing the ocoinence of an Additional Fixed Payment 
Event in respect ttte Reference Obligation, Buyer shall 
pay the relevant Additional Fixed Amount to Seiler on the 
first Additional Fbced Amount Payment Date fatting at least 
two Business Days (or In the case of an Additional Fixed 
Parent Event that occurs after the second Business Day 
prior to the last Fixed Rate Payer Payment Date, five 
Business Days) after the delivery of a notice by tire 
Calculation A^nt to ttte parties or by Seiler to Buyer 
stating that the related Additional Fixed Amount Is due and 
shotting in reasonable detail how such Additional Fixed 
Amount was determined; provided that any such nc^ice 
must be given on or prior to the fifth Business Day fctilowlng 
the day that Is one calendar year after tire Effective 
Maturity Date. 

Additional Fixed Payment Event 

The occurrence on or after the Effective Date and on or 
before the day that is one calendar year after the Effective 
Maturity Date of a Writedown Reimbursement, a Principal 
Shortfall Reimbursement or an Interest Shortfall 
Reimbursement 

Additional Fixed Miount 

With respect to each Additional Fixed Amount Payment 
Date, an amount equal to the sum of. 


(a) the Writedown Reimbursement Payment Amount 

(If any); 


(b) the Pfincipa! Shortfell Reimbursement Payment 

Amount fifanv):and 


(c) the Interest Shortfall Reimbursement Payment 

/Unount (If any). 


For the avoidance of doubt, each Writedown 
Reimbursement Payment Arr^ount, Principal Shortfall 
Reimbursement Payment Amount or Interest Shortfaii 
Reimbursement Payment Amount (as applicable) shall be 
calculated using the Applicable Percentage which takes 
into account the aggregate adjustment made to the 
Applicable Percentage In respect of all Delivery Oates that 
have occurred prior to the date of such calculation. 


3. Ftoating Paymonte; 


Floatinq Rale Paver 

Seller 

Floating Rate Payer Payment 

Dates: 

In relation to a Floating Amount Event, the first Fbced Rate 
Payer Payment Date falling at least two Business Days (or 

In the case of a Floating Amount Event that occurs <m the 
Legal Final Maturity Date or the Final Amortization Date, 
toe fifth Business Day) after delivery of a notice by the 
Calculation Agent .to toe parties or a notice by Buyer to 
Seller toat the related Floating Amount is due and shovring 

In reasonable detail how such Floating Amount was 
determined; provided that any such notice must be given 
on or prior to toe fifth Business Day following toe Effective 
Maturitv Date. 
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Floating Payments; 

If a Floating ^ount Event o^rs, then on the relevant 
Floating Rate Payer Payment Date, Seller will pay the 
retevant Floating Amount to Buyer. Fc»^ the avoidance of 
doubt, the Conditions to Settlement are not requited to be 
satisfied in respect of a Floating Payment 

Implied Writedown: 

Not Applicable 

Floating Amount Event 

A Writedown, a Failure to Pay Principal or an .Interest 
Shortfall. 

Floating Amount 

Wite respect to each Floating Rate Payer Payment Date, 
an amount equal to the sum of: 


(a) the relevant Writedown Amount (If anv); 


(b) the relevant Principal Shortfall Amount (if any); 

and 


(c) the relevant Interest Shortfall Payment Amount (If 

any). 


For the avoidance of doubt, each Writedown Amount, 
Principal Shortfall ^ount or Interest Shortfall Payment 
Amount (as applicabie) shall be calcuiated using the 
Applicable Percentage which takes into account the 
aggregate adjustment made to the Applicable Percentage 
in respect of all Delivery Dates that have occurred prior to 
the date of such calculation. 

Conditions to Settlement 

Credit Event Notice 


Notifying Party; Buyer 


Notice of Physical Settlement 


Notice of Publlciv Available Information: Applicable 


Public Sources: The public sources listed In Section' 
3.7 of the Credit Derivatives 
Definitions; prodded that Servicer 
Reports In respect of the Reference 
Obligation and, in respect of a 
Distressed Ratings Downgrade 
Credit Event only, any public 
communications by any toe 

Rating Agencies in respect of the 
Reference Obligation shall also be 
deemed Public Sources. 
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providBd that If the Calculation Agent has previously 
delivered a notice to toe parties or Buyer has previously 
delivered a notice to Seller pursuant to toe definition of 
"Ftoatif^ Rate Payer Pa^mrent Dates” above In respect of a 
Writedown a Failure to Pay Principal, the oily 

Conditions to Settlement with respe<^ to any Credit Event 
shall be a Notice of Physical Settlement and, in relation to 
toe Failure to Pay Interest Credit Event, the Additiona! 
Ctondition to Settlement specified below. 

Additional CondlHon to Settlement 
for Failure to Pay Interest 

In addition to the Conditions to Settlement above, in 
respe^ of the Fatture to Pay interest Credit Event, if the 
Reference Obligation is PlK-able, it shall be a Condition to 
Settlement that a period of at least 360 calendar days has 
elapsed since the occurrence of toe Credit Event without 
toe relevant Interest Shortfall having been reimbursed in 
fuH. For the avoidance of doubt, if It Is not explicitly made 
clear In the Senncer Report whether or not. or to v^at 
extent, a particular interest Shortfall has been reimbursed 
but the Calculation Agent determines that such Interest 
Shortfall has been reimbursed by a certain amount on the 
basis cf information in such Servicer Report, then the 
relevant Interest Shortfall reimbursement shall be 
calculated by the Cak»jIation Agent on the basis of such 
information. 

Additional agreements relating to 
Physical Settlement 

The parties agree toat wth respect to the Transaction and 
notwithstanding anything to the contrary in the Credit 
Derivatives Definitions: 


(a) toe Conditions to Settlement may be satisfied on 

more than one occasion: 


(b) multiple Ftoysicai Settlement Amounts may be 

payable by Seller 


(c) Buyer, ^en providing a Notice of Physical 

Settlement, must specify an Exercise Amount and 
an Exercise Percentage; 


(d) if Buyer has deHvered a Notice of Physical 

Settlement that specifies an Exerdse Amount toat 
is less than toe Reference Obligation Notional 
Amount as of the date on which such Notice of 
Physical Settlement is delivered (calculated as 
though Physical Settlement in respect of all 
prevrousty delivered Notices of Physical 
Settlement has occurred in full), toe rights and 
obligations toe parties under the Transaction 
shall continue and Buyer may deliver additional 
Notices of Physical Settlement with respect to the 
initial Credit Event or with respect to any 
additional Credit Event at any time thereafter and 


(e) any Notice of Physical Settlement shall be 

delivered no later than 30 calendar days after the 
fifto Business Day foliowing the Effective Maturity 
Date. 
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Section 3.2(d) of the Credit Deriv^bves Definitions is 
amended to delete the words "that Is effective no later than 
teirty calendar days after the Event Detennination Date”. 

Credit Evente: 

The following Credit Events shall apply to this Transaction 
(and the first sentence of Secticm 4.1 of die Credit 
Derivatives Definitions shall be amended accordinqiv): 


Failure to Pay Principal 


Writedown 


Failure to Pay interest 


Payment Requirement USD 10,000 


Distressed Ratings Downgrade 


The definition of "Payment Requirement" In Section 4.8(d) 
of the Credit Derivatives Definitions shall be amended so 
that the words "Failure to Pay* are deleted and replaced by 
the words 'Failure to Pay Interest”. 

Obligation: 

Reference ObUqation Only 


4. Interost ShortfaH: 


interest Shc^tfall Payment Amount 

In respect an Interest Shortfall, the relevant Interest 
Shortfall Amount; provided that, if interest Shortfall Cap is 
applicable and the Interest Shortfall Amount exceeds the 
interest Shortteil Cap Amount, the Interest Shortfall 
Payment Amount In respect of such Interest Shortfall shall 
be the Interest Shortfall Cap Amount. 

Interest Shortfall Cap: 

Applicable 

Interest ShcHtfall Cap Amount: 

As set out in the Interest Shortfall Cap Annex. 

Actual interest Amount: 

With respect to any Reference Obligation Payment Date, 
payment by or on behalf of the Issuer of an amount in 
respect of Interest due under the Reference Obligation 
(including, without limitation, any deferred interest or 
defaulted interest relating to the Term of this Transaction 
but excluding payments in respect of prepayment 
penalties, yield maintenance provisions or principal, except 
that the Actual Interest Amount shall include any payrrant 
of principal representing capitalized interest) to the 
holder(s) of the Reference ObPgation In respect of the 
Reference Obligation. 

Expected Interest Amount: 

With respect to any Reference Obligation Payment Date, 
the amount current Interest that would accrue during tiie 
related Reference Obligation Calculation Period calojlated 
using the Reference Obligation Coupon on a prindpal 
balance the Reference Obligation equal to: 
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(a) the Outstanding Principal Amount taking into 

aixount any reductions due to a principal 
deficiency balance or realized toss amount 
{however described in the Underlying 
Instnjrr^ts) that are attributable to toe Reference 
Obiiqation; minus 


(b) the AoQreoate ImpUed Writedown Amount (If anv>. 


and toat will be payable on the related Reference 
Obligation Payment Date assuming for tois pu^xise toat 
suffident funds are av^lable therefor in accordance with 
the Undertving Instruments. 


Except as provided In (a) In toe previous sentence, toe 
Expected Interest Amount shall be determined without 
regard to (1) unpaid amounts In respect of accrued interest 
on prior Reference (^ligation Payment Dates; (ii) any 
prepayment penalties or yield maintenance provisions; and 
(ill) toe effect of any provisions (however described) of 
such Underlying Instruments toat otherwise permit the 
limitation of due payments to distributions of funds 
available from proceeds toe Underlying Assets, or toat 
provide for toe capitalization or deferral of interest on toe 
Reference Obligatiw), or that provide for the extinguishing 
or reduction of such payments or distributtons (but. for the 
avoidance of doubt, teking account of any Writedown within 
paragraph (!) of the definition of "Writedown" occurring in 
accordance with toe Underiying Instruments). 

Interest Shorten: 

With respect to any Reference Obligation Payment Date, 
either (a) the non-payment of an Expected Interest Amount 
or (b) the payment of an Actual Interest Amount that is less 
than toe Expected Interest Amount 


For the avcrfdan^ of doubt, the occurrence of an event 
within (a) or (b) shati be determined taking into account any 
payment made under toe Reference Policy, If applicable. 

Interest Sh<»tfall Amount: 

With respect to any Reference Obligation Payment Date, 
an amount equal to the greater of: 


(a) zero; and 


(b) toe amount equal to toe product of; 


(I) (A) toe Expected Interest Amount 


minus 


(B) toe Actual Interest Amount: and 


(11) toe Applicable Percentage; 


provided that, with respect to toe first Reference Obiigatton 
Payment Date only, the Interest Shortfell Amount shall be 
toe amount determined In accoKlance with (a) and (b) 
above muldplled by a Jetton equal to: 
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(x) ttte number of days in the first Fixed f^te Payer 

Catculation Period; over 


(y) the number of days in the first Reference 

Obliqation Calcuiatton Period. 

interest Shortfall Reimbursement; 

Witti respect to any Reference Obligatton Payment Date, 
die payment by or on behalf of the issuer of an Actual 
Interest Amount in respect of the Reference Obligatton that 
is greater man me Expected Interest Amount. 

interest Shortfall Rdmbursement 
Miount 

• 

Wim respect to any Reference Obligatton Payment Date, 
the product of (a) the amount of any Interest ShortfaH 
Reimbursement cm such day and (b) the Applicable 
Percentage. 

Interest Shortfall Reimbursement 
Payment Amount: 

With respect to an Addibonai Fixed Amount Payment Date, 
(a) if Interest Shortfall Cap is not applicable, the relevant 
Interest Shorttell Reimbursement Amount, and (b) if 
Interest Shortfall Cap is applicable, the amount determined 
pursuant to die Interest Shorttell Cap Annex; provided, in 
either case, that the aggregate of all Interest Shoitfail 
Reimbursement Payment Amounts (determined for this 
purpose on the basis that Interest Shortfall Compounding is 
not applicable) at any time shall not exceed the aggregate 
of Interest Shortfall Payment Amounts paid by Seller in 
respect of interest Shortfalls occurring prior to such 
Additional Fbced Amount Payment Date. 


5. Settlement Terms: 


Settlement Method: 

Physical Settlement 

Terms Reladng to Physical 

Settlement: 


Physical Settlement Period: 

Five Business Days 

Deliverable Obligations: 

Exclude Accrued Interest 

Cteiiverabie Obligabons: 

Deliverable Obligation Category: 


Reference CK^figation Only 

Physical Settlement Amount 

An amount eaual to: 


(a) the product of the Exercise Amount and the 

Reference Price; minus 


(b) the sum of: 


(1) If the Aggregate Implied Writedown 

Amount is greater than zero, the product 
of (A) the Aggregate implied Writedown 
M)ount, (B) the Applicable Percentage, 
each as determined Immediat^y prior to 
the relevant Delivery and (C) the relevant 
Exercise Percentage; and 


to 
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(fl) dte product of (A) the aggregate erf atl 

Writedown AmcKjnts in respect of 
Writedowns within paragrai^ (i)(B) of the 
definifion of "Writedown’ minus the 
aggregate of all Writedown 

Reimbursement Amounts In r^pect of 
Writedwn Reimbursements within 
{»ragraph (ii)(B} of the definitiem of 
•Writedown R^mbursemenf and (B) the 
relevant Exercise Percentage. 


provided that if the Physical Settlement Amount would 
exceed the product of: 


(1) the Reference Obligation Notional Amount as of 

the date cm vrf^lch the relevant Notice of Physicai 
Settlement is delivered calculated as though 
Physicai Settlement in respect of aif previously 
de^ered Notices of Physicai Settlement has 
occurred in full; and 


(2) the Exercise Percentage; 


then the Physical Settlement Amount shall be deemed to 
be eguai to such rxxxlucL 

Delayed Payment 

With respect to a Delivery Date, If a Servicer Report that 
describes a Delayed Payment is delivered to holders of the 
Reference Obiigatiem or to the Calculation Agent oh or after 
such Delivery Date, Buyer will pay the applicable Delayed 
Payment Amount to Seller no later than Business Days 

foflowirx} the receipt of such Servicer Report 

Escrow: 

Applicable 

Non>delivery by Buyer or occurrence 
of ^6 EITective Matuiitv Date: 

If Buyer has delivered a Notice erf Physical Settlement and; 


(a) Buyer does not Deliver in full the Deliverable 

Obligations spewed in that Notice of Physical 
Setttement on or prior to the Physical Settlement 
Date; or 


(b) the Effective Maturity Date occurs after delivery of 

the Notice of Physical Settlement but before 
Buyer Delivers the Deliverable Obligations 
specified in that Notice of Physical Settlement 


then such Notice of Physical Settlement shall be deemed 
not to have been delivered and any reference in this 
Confirmatkm to a previously delivered Nc^ice of Physicai 
Settlement shall exclude any Notice of Physical Settlement 
that is deemed nerf to have been delivered. Sections 
9.2(cXH) (except for the first sentence thereof), 9.3, 9.4. 
9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives Definitions 
shall not apply. 


6. Additional Provisions: 
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(a) C^livery of Servicer Report 

If eiOier party makes a request in uniting, the Calculation Agent agrees to provide sudi party with a copy of me most 
recent ^rvicer Report prompt^ foliowng receipt cf such request, if and to the extent such Sert^r Report is 
reasonably as^ltable to Ute Calculation Agent (Aether or ncri the Calojiatbn Agent ^ a iK>tder of the Reference 
Obligation). In addffion, if a Ffoating Payment or an Addifionat Fixed Payment Is due hereunder, then the Cateulatlcm 
Agent or the party mat notifies the other party that me relevant Floating Payment or AddiUt^al Fbced Payment is 
due, as appficable, (the "Notifying Party") shall deliver a copy of any Servicer Report relevant to sudi parent mat 
is requested by the patty that is not the Notifying Party or by eimer party where me Notifying Party is the Caiculation 
Agent, If and to me extent that such Servicer Report is reasonably available to me Ndifying Party (whether or not 
tiie Notifying Party is a holder of the Reference Obligation). 

(b) Calcination Agent and Buyer and Seller Determinations 

The Caicuiation y^ent shall be responsible for determining and calculating (i) me Fixed Miount payable on each 
Fixed Ftete Payer Payment Date; (li) me occurrence of a Floating Amount Event and the related Floating Armiunt 
and (iii) me ocojirence d an Additbnal Fbced Payment Event and the related Additional Fixed i^nounb provided 
mat notwimstanding the above, eadi of Buyer and Seiler shall be entitled te detemtine and calculate me above 
amounts to the extent that Buyer or Seller, as appHcabte, has me right to deliver a notice to the omer party 
demanding payment cS sud> arnount. The Calculation ^ent or Buyer or Seller, as applicable, shall make such 
determinations and calculations based solely on the basis of the Servicer Repc^, to the extent such Servicer 
Reports are reasonably available to the Calculation Agent or such party. The Calculation Agent Bu^r Seiler, 
as applicable, shall, as soon as practicable after making any of the determinations or calculations specifbd in (i) and 
(it) atove, notify me parties or the other parly, as applicable, of such determinations and caiculaticms. For the 
avoidance of doubt, if an Interest Shc^all Amount is not expltdtiy set out In the Servicer Report but me Caicuiation 
Agent determines that an Interest Shortfall has occurred on the basis of infortration in such Servicer Report, then 
me relevant Interest Shortfall Amount shall be calculated by me Calculatbn Agent on me basis of such infonnation. 

(c) Adjus^nt of Calculation Agent Determinations 

To me extent mat a Servicer furnishes any Servicer Reports correcting information contained in prevbusly Issued 
Servicer Reports, and such corrections Impact cabulatbns pursuant to mis Transaction, the calculations relevant to 
me Transaction shall be adjusted retroactively by me Calculatbn Agent to reflect me corrected informatbn {provided 
mat, far me avoidance of doubt, no amounts in respect of Interest shall be payable by eimer party and provided mat 
me Calculation Agent In performing the catouiations pursuant to mis paragraph will assume mat no interest has 
accrued on any adjusted amount), and me Calculation Agent shall promptly notify bom parties of any corrected 
payments required by eimer party. Any required crxrected payments shall be made within five Business Days of the 
day on which su<m notificatbn by the Calculation Agent Is effective. 

7. Offices: 

The Office cX Seller for mis Transactbn Is George Town. Grand Cayman, Cayman Islands. 

The Office cX Buyer for this Transaction is London. 


8. Notice and Account Details: 


Telephone, Telex and/or 
Facsimile Numbers and 
Contact Details for Notices: 



Buyer Deutsche Bank AG, London 


Wbchestef House 


1 Great Winchester Street 


London EC2N 2DB 


Atontion; 


Telephone: +1 212 250 7730 


Seller Gemstone CDO VII Ltd. 

n 
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Attention: Q 

Fawlrrete: fl 


ViTith a copy to: 


HBK Investments, L.P. 

0 

Attention: Q 

Facsimile: H 

Account Details: 


Account Detaiis of Buyer 

n 


Swift 6IC Code; n 


Account No; n 


Fed ABA No; n 


CHIPS ABA No; 11 


CHIPS UID No: 0 


Favour fl - 

Account-Details of Seller 

j 


Account No: D 


Fed ABA No: fi 


Benef Name: f] 


Behef Address: fl 


re:n 


OBI:n 


9. 

(a) 


(b) 


Additional Oofinitions and Amendments to the Credit Derivatives Definitions: 

References In Sections 4.1, 8.2. 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as Section 3(a)(lv) of the 
form of Novation Agreement set forth in Exhibit E to ttte Credit Derivatives Definitions to the Reference Entity shall 
be deemed to be references to both the Reference Entity and the Insurer in respect of the Reference Policy; If 
applicable. 

(1) The definition of "Publicly Available Information" In Section 3.5 of the Credit Derivatives Definitions shall be 
amended by (I) Inserting the words "the Insurer In respect of the Reforence Policy, if appilcablel at the end 
of subparagraph (8)(ii}(A) therec^. (ii) inserting the words ", servicer, sub-servicer, master servicer" before 
the words "or pa^ng agent" in subparagraph (a)(iiKB) thereof and (ill) deleting the word "or" at the end of 
subparagraph (a)(iil} thereof and inserting at the end of subparagraph (a}(iv) thereof following; "or (v) is 
information contained in a notice or on e website published by an internationally recognized rating agency 
that has at any time rated the Reference Obligation* 

(ii) The definitkm of ‘Physical Settlement" in Section 8.1 of the Credit Derivatives Definitions shall be amended ' 
by (i) deleting the words "Physical Settlement Amount* from tt^e last line of the seccmd paragraph toereof 
and (ii) inserting In lieu thereof the words "Exerdse AfTXJunl". 

(iii) The definition of "Physical Settlement Date" in Section 6.4 of tiie Credit Derhretives Definitions shall be 
amended by deleting the last sentence thereof. 


(c) For tile purposes of this Transaction only, the fbltowing terms liave the meanings given below: 

"Actual Principal Amount" means, mtii respect to the Final Amortizatkm Date or the L^at Final Maturity Date, an 
amrxint paid on such day by or on behalf of the Issuer in respect of principal (excluding any capitalized interest) to 
the hc^der(s) of Oie Reference Obligaticm In respect of the Reference Obligation. 
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"Aggregate implied WHtedovCTi Amount" means the greater of (i) zero and (i!) the aggregate of ail Implied 
Writedown Amounts minus die aggregate of all Implied Writedown Reimbursement Amounts, provided that If 
Imfi^led Writedown is not applicable, dte ^gregate Im^ied Writedown Amount shall be deemed to be zero. 

‘CuiTont Factor' means the factor of the Reference Obligation as specified In the most recent Servicer Report; 
provided that if the tector is not specified In the most recent Servicer Report ot such specified teeter indudes 
deterred cm* capitalized interest relating to die Term of this Transaetton, thmi the Current Factor shati be the ratb 
equal to (I) the C^tstanding Princ^i Amount as of such date, determined in accordance with the most recent 
Servicer Re|K>ft over (ii) the Original Prindpal Amount 

"Current Period implied Writedown Amount" means, In resjired a Reference Obligation Calcuiation Period, an 
amount determined as of the last day of sudi Reference Obligation Calcuiation Period equal to die greater of. 

(I) zero; and 

(ii) die product of: , 

(A) die Implied Writedown Percentage; and 

(6) the greater of: 

(1) zero; and 

(2) the lesser of (x) the Pari Passu Amount and (y) the product of (I) the Pari Passu Amount 
plus the Senior Amount and (II) an amount equal to one minus the Overcoilateraiization 
Ratio. 

"Delayed Payment" means, with respect to a Delivery Date, a Principal Payment. Principal Shortfall 
Reimbursement or a Writedown Reimbursement within paragraph (I) of the definitton of l/Vritedown 
Reimbursement* that is described In a Servicer Report delivered to holders of the Reference Obligation or to the 
Calculation Agent on or after such Delivery Date. 

"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation as of a date prior to a 
Delivery Date are paid a Delayed Payment on or after such OeHvery Date, an amount equal to the product of (i) the 
sum of alt such Delayed Payments, (Ii) the Reference Price, (ill) die Applicable Percentage immediately prior to such 
Delivery Date and (iv) the Exercise Percentage. 

"Distressed Ratings Downgrade" means that the Reference Obligation: 

(I) If publicly rated by Moody's, (A) is downgraded to *Caa2" or below by Moody's or (B) has the rating 
assigned to it by Moody's withdrawn and. in either case, not reinstated within five Business Days of such 
downgrade or withdrawal: provided diat If such Reference Obligation was assigned a public rating of 
"Baa3' higher by Moody's immediately prior to the occurrence of such withdrawal, it shall not consHtute 
a Distressed Ratings Downgrade if such Reference Obligation is assigned a public ratkigof at teast "Caa1* 
by Moody's within three calendar months after such withdrawal; or 

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC” or below by Standard & Poor's or (B) 
has the rating assigned to it by Standard & Poor's withdrawn and. in either case, not reinstated within five 
Business Days of such downgrade or withdrawal; provided that if such Reference Obligatton was assigned 
a public rating of "BBB-" or higher by Standard & Poor's immediately prior to the occurrence of such 
withdrawal, it shall not constitute a Distfessed Ratings Downgrade If such Reference Obligation is assigned 
a public rating of at least *CCC+' by Standard & Poor's within three calendar months after such wlttidrawal; 
or 

(ill) if pubiloly rated by Fitch, (A) Is downgraded to "CCC") or below by Fitch or (B) has the rating assigned to it 
by Fitch withdrawn and. In either case, not reinstated within five Business Days of such downgrade or 
wiitidravrai; provided that if such Reference Obligation was assigned a public rating of "8BB-" or higher by 
Fitch immediately prior to tiie occurrence of such withdrawal, it sha!) not constitute a Distressed Ratings 
Downgrade if such Reference ObHgatton is assigned a public rating of at least "CCC+" by Fitch w^tiiin thr^ 
calendar months after such withdrawal. 
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"E^ctive Maturity Data* means the earlier of (a) the Scheduled Terminatk^ Date and (b) the Final Amortization 
Date. 

'Exercise Amount" means, for purposes of the Transaction. ^ amount to which a Notice of Physical Settlement 
relates equal to the product of (i) the originai face amount of the Reference Ob^gation to be Delivered by Buyer to 
Seller on toe applicable Physical Settlement Date; and toe Current Factor as of such date. The Exett^se ^msunt 
to which a Notice of Physical Settlement relates shall (A) be equal to or less than the Reference Obligation Notional 
Amount (determined, for this purpose, without regard to the effect of any Writedown or Writedown Reimbursement 
within paragraphs (i)(B) or (iii) of *Writedown" or paragraphs {n)(B) or (iii) of 'Writedovim Reimbursement", 
respectively) as of the date on which the relevant Notice of Fliysical Settlement is delivered calculated as though 
toe Physical Settlement of all previously delivered Notices of Physical Settlement has OTcurred in full and (B) not be 
iess than toe lesser of (1) the Reference Obligation Notional Arnount as of the date on which toe relevant Notice of 
Physical Settlement Is delivered calculated as though Physical Settlement in respect of all previously delivered 
N^ices d Physical Settlement has ocoirred in full and (2) USDIOO.OOO. The cumulative c^inal face amount cff 
Deliverable Oblations specified In ail Notices of Physical Settiement shall not at any time exceed the Initial Face 
Amrxjnt For the avoidance doubt (a) if any capitalization of interest in respect of toe Reference Obligation 
ocojned during the T^m of this Transaction and has ru^ been recovered by holders of the Reference Obligation 
pursuant to the terms of toe Underfying Instalments, then, ftx toe purposes of determining toe amount of Deliverable 
Obligations to be Delivered, the Exercise Amount (determined above by reference to toe original face amount) will 
represent an outstanding principal balance of the Reference Obligation to be Delivered by Buyer that Indudes the 
proportion of unrecovered interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding 
toe foregoing, the Physical Settlement Amount payable by Seller in relation to such Exercise Amount shall not 
indude any amount in resped of such unrecovered Interest. 

"Exercise Percentage* means, with respect to a Notice of Physicai Settiement, a percentage equal to the original 
tece amount of toe Deliverable Obligations specified in such Notice of Physical Settiement divided by an amount 
equal to (i) the Initial Face Amount minus (li) the aggregate of the original face amount of ail Deliverable Obllgattons 
specified In all previously delivered Notices of Physical Settiement. 

"Expected Principal >^ount” means, with respect to the Final Amortization Date or toe Legal Final Maturity Date, 
an amount equal to (i) toe Outstanding Principal Amount of toe Reference Obligation payable on such day 
(exdudlng capitalized interest) assuming for this purpose that suffldent funds are available for such payment, where 
such amount shall be determined in accordance with the Underlying Instruments, minus (ii) the sum of (A) the 
Abrogate Implied Writedown Amount (if any) and (B) the net aggregate principal defidency balance or realized loss 
amounts (however described in the Underlying Instruments) that are attributable to the Reference Obfigatbn. The 
Expected Principal Amount shall be determined without regard to the effect of any provisions (however described) of 
toe Underlying Instruments that permit the limitation of due paymente or distributions of funds in accordance wito the 
terms of such Reference Obl^ation or toat provide for toe extinguishing or reduction of such payments or 
distributions. . . 

"Failure to Pay Interest" means toe occurrerKe of an Interest Shortfoll Amount or Interest Shortfall M)ounte 
(caioilated on a cumulative basis) in excess of the relevant Payment Requirement. 

"Failure to Pay Principal* means (i) a tenure by the Reference Entity (or any Insurer) to pay an Expected Principal 
Amount on the Final Amortization Date or the Legal Final Maturity Date, as the case may be or (ii) payment on any 
such day of an Actual Principal Amount that Is iess than the Expected Prindpal Amount; provided that toe failure by 
the Reference Entity (or any Insurer) to pay any such amount In respect of principal In aca^dance with the 
foregoing shall n(^ constitute a Failure to Pay Prindpal If such teifure has been remedied wttoin any grace period 
applicable to such payment obligation under the Underlying Instruments or, if no such grace period is applicable, 
witoin three Business Days after the day on whitto the Expected Prindpal Amount was scheduled to be paid. 

"Final Amortization Date’ means the ftrst to occur of (i) toe date on which the Reference Obligation Notkmai 
Amount is reduced to zero and (II) the date on which the assets securing the Reference Obligation or designated to 
fund amounts due in respect of the Reference Obligation are liquidated, distributed or oth^v^se disposed of in full 
and the proceeds thereof are distributed or otherwise disposed of In full. 

"Fitch" means Fitch Ratings or any successor to its rating business. 

"Implied Writedown Amount" means, (i) if the Underlying Instrumente do not provide for writedowns, applied 
tosses, prindpal deficienci^ or realized losses as described In (i) erf the definition of "Writedown" to txicuf in respect 
of the Ref^enc^ Obligation, on any Reference Obligation Payment Date, an amount determined by the Calculation 
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Agent equal to the excess, If any, of the Current Period Implied Writedown ^ount over the Previous Period Implied 
Writedown /^ount, In each case In respect of the Reference Obligation Calwlation Period to which such Reference 
Obligabon Payment C^te relates, and (ii) in any other case. zero. 

"Impiled Writedown Percentage* means (1) the Outstanding Principal Amount divided by (il) the Pari Passu 
Amount. 

"implied Writedown R^mbursement Amount" means, (1) if the Underlying Instruments do not provide for 
writedowns, applied losses, principal de^iencies or realized losses as described In (i)of the definition of 
"Writedown" to occur in rasper^ of ttie Reference Oblrgation. on any Reference Obligatiwi Payment Date, an 
amount determined by the Calculation Agent equal to the excess, if any, of Uie Previous Period Implied Writedovm 
Amount over the Current Period Implied Writedown Amount, in each case in respect of the Reference Obligation 
Calculatton Period to which such Reference Obligation Payment Date relates, and {ii) In any other case, zero, 
provided that the aggregate of all Implied Writedown Reimbursement Amounts at any time shall ncrt exceed the 
product of the Pari Passu Amount and the Implied Writedown Percentage. 

"Legal Final Maturity Date* means the date set out in paragraph 1 above (subject, for the avoidance of doubt, to 
any business day convention applicable to the legal final maturity date of the Reference Obligation), provided that if 
frie legal final maturity date of the Reference Obligation Is amended, the Legal Final Maturity Dale shall be suc^ 
date as amended. 

"Mood/s* means Mood/s Investors Service, Inc. or any successor to its rating business. 

"Outstending Principal Amount" means, as of any date of determination with respect to the Reference Obligation, 
die outstanding principal balance of the Reference Obligation as of such date, which shall take into account 

({) all payments of principal; 

(ii) ' ail writedowns or applied losses (however described in the Underlying Instruments) resulting in a reducUon 
In the outstanding principal balance of the Reference Obligation (other than as a result of a scheduled or 
unscheduled payment of principal); 

(Hi) forgiveness of any amount by the holders of the Reference Obll^tton pursuant to an amendment to the 
Underlying Instruments resulting in a reduction in the outstanding principal balance of the Reference 
Obligation; 

(iv) any payments reducing the amount of any reductions described in (li) and (ill) of this definition; and 

(v) any Increase In the outstanding principal balance of the Reference Obligation that reflects a reversal of any 
prior reductions described in (ii) and (iii) of this deflnition. 

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion of the outstanding 
principal balance of the Reference Obligation that is attributable to the deferral or capitalization of interest during the 
Term of this Transaction. 

"Overcollateralization Ratio" means, In respect of a Reference Obligation Calculatton Period: 

(i) if the most recent Servicer Report sets out a ratio representing the ratio of (A) the aggregate asset poc^ 
balance securing the payment obligations on the Reference Obligation (subject to certain adjustinente as 
described in the Underlying Instruments) to (B) the Pari Passu Amount plus the Senior Miount, then such 
ratio; or 

(ii) ■ If the ratio canned be determined under (i) but the most recent Servicer Report for one or more senior 

Related Obligations (if any) sets out such a ratio, then a ratio equal to the ratio of (A) the product of (1) 
such ratio determined with respect to tiie sentor Related Obligation ranking closest in priority of payment to 
the Reference Obligation for which such a ratio is set out, and (2) the aggregate outstanding principal 
balance of such Related Obligation and any other Related Obligations ranking in priority of payment either 
pari passu with or senior to such Related Obligation to (B) the sum of the Pari Passu Amount plus the 
Senior Amount with respect to such Reference Obligation: or 
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(iii) if the ratio canned be determined under (ii) tHJt the most recent Servicer Report for one or more junicx 
Related Obligations (if any) sets out suc^ a ratio, then a ratio equal te the ratio of (A) tee product of (1) 
such ratb determined with respect to the junior Related Obligation ranking doses! in priority of payment to 
the Reference Obligation for which such a rat'to is set out, and (2) tee aggregate outstending principai 
baiance of sudi Reiated Obligation and any other Related Obligations ranking in prbrity of payment either 
pari passu with or senior to such Related Obligation Onciuding the Reference Obligation} and (B) the sum 
of the Pari Passu Amount plus the Senior ^ount with respect to such Reference Obligation; or 

(iv) if the ratio cannot be determined under (iH)i then a ratio representing the ratio of (A) the aggregate a^t 

balance securing the payment obligations under the Reference Obligatbn to (B) the Pari Passu 
Amount plus tie Senbr Airwunt 

”Parl Passu Amount" means, as of any date of determination, the aggregate of the Outstanding Prindpai Amount 
of tee Reference Obligation and tee aggregate outstanding prindpai balance of ait obligations of the Reference 
Entity secured by the Underlying Assets and ranidng pari passu in prbrity with the Reference Obligation. 

"PIK-able" means, in relatbn to a Reference Obligaticm, that the Underlying Instruments include provisions that 
provide for capitalizatbn or deferral of Interest on such Reference Obligalbn. 

‘Pluvious Period Implied Writedown Amount* means, In respect of a Reference Obligation Calcuiatbn Perbd, 
the Current Period Implied Writedown Amount as determined In relation to the last day of the immediately preceding 
Reference Obligation Calculation Period. 

"Principal Pa;^ent" means, with respect to any Reference Obligation Payment Date, the occurrence of a payment 
of an amount to the holders of tee Reference Obligatbn In respect of principal (scheduled or unscheduled) in 
respect of tee Reference Obligation other tean a payment in respect of principal representing capitalized interest, 
exduding. tor the avoidance of doubt..any Writedown Reimbursement or interest Shortfall Reimbursement 

"Principal Payment Amount" means, with respect to any Reference Obtlgatton Payment Date, an amount equal to 
tee product of (I) the amount of any Principal Payment on such date and (ii) the Applicable Percentage. 

"Principal Shortfall Amount* means, in respect of a Failure to Pay Principal, an amount equal to the greater of: 

(!) zero; and 

(II) tee amount equal to tee product of 

(A) tee Expected Principal Amount minus the Actual Principal Amount; 

(B) the /^piicable Percentage; and 

(C) the Reference Price. 

if the Prindpai Shortfall Amount would be greater than the Reference Obligatbn Notionai Amount immediately prior 
to the occurrence of such Failure to Pay Principal, then the Principal Shortfall Anx>unl shall be deemed to be equal 
to the Reference Obligation Notional Amount at such lime. 

"Principal Shorttoll Reimbursemenr means, with respect to any day, the payment by or on behalf of the Issuer of 
an amount in respect of the Reference Obligation in or toward the satisfaction of any deferral of cx failure to pay 
prindpai arising from one or more prior occurrences of a Failure to Pay Principal. 

•Principal Shorttoti Reimbursement Amount" means, with respect to any day, the product of (I) tee amount of any 
Principal Shortfall, Reimbursement on such day. (if) the AppUcaWe Percentage and (iil) the Reference Price. 

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additbnai Fixed Amount 
Payment Date, the sum of tee Prindpai Shwtfall Reimbursement Amounts in respect of all Principal Shortfall 
Reimbursements (if any) made during the Reference Obligation Calculation Period relating to sudi Additional Fixed 
Amojnt Payment Date, provided that the aggregate of all Principal Shortfaii Reimbursement Payment Amounts at 
any time shall not exceed the aggregate of ail Floating Amounts paid by Seller in respect of occurrences of Failure 
to Pay Prindpai prior to such Additional Fixed Amount Payment Date. 
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‘Rating A^ncles” means Fitch, Moody's and Standard & Poor's. 

‘Reference CK>iigation Calculation Period" means, wltti respect to eac^ Reference Obiigaidon Payment Date, a 
period c^rrespcmding to the interest accrual period relating to such Reference Obligation Parent Date pursuant to 
toe Underlying Instruments. For the avoidance of doubt, toe first Reference Obligation Calculation Period will begin 
on the Referertce Obligation Parent Date falling on or immediately prlOT to toe Effective Dale. 

'Reference Obligation Coupon* means the periodic interest rate applied in reiabon to each Reference Obiigatton 
Calcuiatlon Period on the related Reference Obligation Parent Date, as determined in a(xordance wito toe terms 
of toe Underlying Instruments as at the Effective Date, without regard to any subsequent amendment 

l^eference C^ligation Payment Date* means (i) each scheduled distribution date for toe Reterence Obliga^n 
occurring on or after toe Effective Date and on or prior to the Scheduled Termination Date, determined in 
accordance virith the Underling Instruments and (il) any day after the Effective Maturity Date cm which a parent is 
made in respect of the Reference Obligatbn. 

'Related Obligation” means, in relation to toe Reference Obligation, an obligation of toe Reference Entity that is 
also secured by the Underf^ng Assets but ranks sentor or junior to the Reference Obligaticm in priority of payment 
In relatfon to a Related Obiigatton, the terms ‘Servicer*. "Servicer Report" and 'Undertying Instruments' shall have 
toe meanings set out in tois Confirmation but with references in the definitions of those terms to 'Reference 
Obligation' being deemed, solely for tois purpose, to be references to the Related Obligation. 

"Relevant Amount' means, if a Servicer Report that describes a Principal Payment, Writedown or Writedown 
Reimbursement (crther toan a Writedown Reimbursement within paragraph (i) of "Writedown Reimbursement"), in 
each case that has the effect of decreasing or inoeaslng toe interest-accruing principal balance dl the Reference 
Obligation as of a date prior to a Delivery Date but such Servicer Report Is delivered to holders of toe Reference 
Obligation or to toe Calculation Agent on or after such Delivery Date, an amount equal to the product of (i) the sum 
of any surto Principal Payment (expressed as a positive amour^t). Writedown (expressed as a positive amount) or 
Writedown Reimbursement (expressed as a native amount), as applicable; (ii) the Reference Price; (iil) toe 
/^plicable Percentage Immediately prior to such Delivery Date; and (Iv) the Exerci^ Percentage. 

"Senior Amount' means, as of any day, the aggregate outstanding principal balance of all obligations of the 
Reference Entity secured by toe Underlying Assets and ranking senior in priority to toe Reference Obligation. 

"Servicer" means any trustee, servicer, sub servicer, master servicer, fiscal agent, pa^ng agent or other similar 
entity responsible for calcuiating payment amounts or providing reports in relation to the Reference Obligation 
pursuant to the Underlying Instruments. 

"Servicer Report” means a periodic statement or report regarding the Reference Obligation provided by toe 
Servicer to holders of toe Reference Obligation. 

"Standarti & Poor's" means Standard & Poor’s Rating Services, a division of The McGraw-Hill Companies, Inc. or 
any successor to its rating business. 

'Underlying Assete* means toe assets securing the Reference Obligation for the benefit of toe holders of the 
Reference Obligation and which are expected to generate the cashflows required for toe servicing and repayment 
(in whole or In part) of toe Reference Obligation, or toe assets to which a holder of such Reference Obligation is 
economically exposed where such exposure is created synthetically. 

"Underlying Instruments" means toe Indenture, trust agreement, pooling and servicing agreement or other 
relevant agreement(s) setting forth the terms of the Reference Obligation. 

"Writedown" means the occurrence at any time on Of after the Effective Date of; 

(i) (A) a writedown or applied loss (however described In the Underlying Instruments) resulting in a 

reduction in the Outstanding Principal Amount (other toan as a result of a scheduled or 
unscheduled payment of principal); or 
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(B) ttte attribution of a principal defiaency or realized loss (however described in the Underlying 
Instruments) to ttie Reference Obligation resulting in a reduclton or subordination of the oirrent 
interest payable the Reference Obligaticm; 

(ii) toe fb^iveness of any amount of principal by toe holdere of toe Reference Obligation pursuant to an 
amendment to the Underlying Instruments resulting in a reduction In the Outstanding Principal Amount; or 

(ill) if Implied Writectoivn is apF^icable and the Underlying instmments do not provide for writedowns, applied 
losses, principal deficiencies or realized losses as described in (i) abwe to occur in respect of the 
Reference Obligation, an Implied Writedown Amount being determined in respert of the Reference 
Ctoligabon by toe Calcuiaticm Agent 

■Writedown Amount' means, wito respect to any day. the product of (i) the amount of any Writedown on such day, 
(ii) the Applicable Percentage and (III) toe Reference Price. 

"Writedown Reimbursement* means, with respect to any day, the occurrence of: 

(I) a payment by or on behalf of toe Issuer of an amount in respect of the Reference Obligation In reduction of 
any prior Writedowns: 

(ii) (A) an increase by or on behalf of toe issuer of the Outstanding Prindpat Amount the Reference 
Obli^tton to reflect the reversal of any prior Writedowns; or 

(B) a decrease in the prindpal deficiency balance <x realized loss amounts (however described In toe 
Underlying Instalment) attributable to the Reference Obligation; or 

(ill) if Implied Writedown is applicable and toe Underlying Instruments do not prosride for writedowns, applied 
tosses, principal deficiencies or realized losses as described In (ii) above to occur in respect of the 
Reference Obligation, an Implied Writedown Reimbursement Amount being determined In respect ^toe 
Reference Obligation by toa Calculation Agent. 

"Writedown Reimbursement Amount* means, wito respect to any day, an amount equal to the product of; 

(I) toe sum of ail Writedown Reimbursements on that day; 

(II) the Applicable Percentage; and 

(III) toe Reference Price. 

"Writedown Reimbursement Payment Amount* means, with respect to an Additional Fixed Amount Payment 
Date, toe sum of the Writedown Reimbursement Miounts in respect of all Writedown Reimbursements (if any) 
made during the Reference Obligation Calculation Period relating to sucto Additional Fixed Amount Payment Date, 
provided that the aggregate of all Writedown Reimbursement Payment Amounts at any time shall not exceed toe 
aggregate of ail Floating Amounts paid by Seller In respect of Writedowns occurring prior to such Additional Fixed 
Amount Payment Date. 

10. Representations 

Each party will be deemed to represent to the other patty on the date on which It enters into the Transaction that 
(absent a written agreement between the parties that expressly imposes affirmative obligations to toe contrary for 
the Transaction): 

(a) Non-Reliance " ' 

It is acting for its own account, and it has made its own Independent decisions to enter into the T ransaction 

and as to whether the Transaction is appropriate or proper for it based upon ite own judgment and upon 
advice from such advisers as it has deemed necessary, it is not relying on any cx}mmunication (wririen or 
oral) of the other party as investment advice or as a recommendation to enter into the Transaction; it being 
understood toat info'mation and explanations related to the terms and condibons of toe Transaction shall 
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not be considered invesbnent advice or a recommendation to enter into die Transaction. No 
communication (written or oral) received from the other party shall be deemed to be an assurance w 
guarantee as to the expected results of the T ransacdon. 

(b) Assessment and Understanding 

it is capable of assessing the merits of and understanding (on its own behatf or through independent 
professionai advice), and understands and accepts, the terms, conditions and risks of the Transaction, it is 
also capable of assuming, and assumes, the risks of the Transaction. 

(c) Status of Parlies 

The other party is not acting as a fiduciary for, or an adviser to it in respect of the Transaction. 

• Please confirm your agreement to be bound by me terms of the foregoing by executing a copy of this 
Confirmation and rehirning it to us by facsimile to: 

Attention: New York Derivatives Documentabon 

Telephone: (212)250-9425 

Fax: (212)797-0779 

Email: NYder1vative.documentation@db.com 

Deutsche Bank AG, acting through its London Branrm is acting as principal in the Transactbn. The time of 
bansaction will be supplied on request. The time of exercise will be supplied on request. Detail of 
anangements wim introducing brokers are available on request. 


20 


PSI-M&T_Bank-02-0358 


VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01307 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1304 


Footnote Exhibits - Page 2056 


This message will be ttie only fonn of Confirmation dispatched by us. Please execute and return It to us by facsimile 
Immediately. If you wish to exchange hard cc^y forms of ftis Confirmation, please contact us. 

Yours feithfuity, 

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH 


By: 

Name; 

Title; Autitorized Signatory 


By:_ ^ 

Name: 

Title; Authorized Signatory 

Confirmed as of toe date first written above: 
Gemstone COO N^ll Ltd. 


By. 

Name: 
Title; . 
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Interest Shorten Cap Annex 


If Interest Shortfall Cap Is applicable, ften the following provfeions ¥rft{ apply: 


interest Shcxtfall Cap Basis: 

Variable Cap 

interest Shortfall Cap Amount: 

if the interest Shortfall Cap Basis is Fixed Cap, the Interest Shorten Cap Amount 
in respect of an Interest Shrxtfa!l shall be the Fixed Amount calculated in respect 
of the Fi)«d Rate Payer Payment Date Immediately foltowing the Refeience 
Obliqation Payment C^te on which the relevant Interest Shr^a!) occurred. 


If the interest Shortfall Cap Basis is Variable Cap, the interest Shortfall Cap 
Anrtount applicable in respect of a Floating Rate Payer Payment Date shall be an 
amount equal to the product of; 


(a) tfie sum of the Relevant Rate and the Fixed Rate applicable to the 

Fixed Rate Payer Calculation Period Immediately preceding Ore 
Reference OWigalion Payment Date on wrtiich the relevant interest 
Shortfall occurs; 


(b) the amount detennined by the Calculation Agent under sub-clause (b) 

of the definition dS 'Fixed Arrrount* in relation to dre relevant Fixed Rate 
Payer Payment Date; and 


(c) the actual number of days in such Fixed Rate Payer Calculation Period 

divided bv 360. 

Interest Shortfall Compoundma: 

Applicable 

Interest Shor^ll Reimbursement 

Pa)mient Amwjnt; 

If Interest Shorten Cap is applicable, then with respect to the first Additbnal 
Fixed Amount Pajmient Date, zero, and with respect to any subsequent 
Additional Fixed Amount Payment Date and calculated as of the Reference 
Obligation Payment Date immediately preceding such Additional Fixed Amount 
Payment Date, as ^clfied by the Calculation Agent in its notice to the parties or 
by Seller in Its rwtice to Buyer of the existence of an Interest Shortfall 
Reimbursement, an amount equal to the greater 


(a) zero; and 


(b) the anwunt equal to: 


(j) the prcxluct of: 


(A) the Cumulative Interest Shortfall Payment Amount as 

of the Additional Fixed Amount Payment Date 
immediately preceding such Reference Obligation 
Payment Date; and 


(B) either 


(3) if Interest Shortfall Compounding is 

applicable, the relevant Cumulative Interest 
Shortfall Payment Compounding Factor few 
the Fixed Rate Payer Calorlation Period 
immediately preceding such Additional Fixed 
Amcxinl Payment Cteite (or 1 ,0 in respect of 
any Additionai Fixed Amount Payment Date 
occurring after the final Fixed Rate Paver 
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Payment Date): or 


(4) if Interest Shortfall Compounding is not 

applicable, 1; 


minus 


(ii) the Cumulative interest Shortfall Amount as of sudt Reference 

Cn>Kqation Payment Date; 


provided that if the Interest Shortfall R^mbursement Pajment Amount on an 
Additional Fixed Amount Payment Date would exceed the Interest Shortfall 
Reimbursement Amount in respect of the related Reference Obligation Payment 
Date, then such Interest Shortfall Reimbursement Payment Amount shall be 
deemed to be equal to such Interest Shortfall Reimbursement Amount 

Cumulative Interest Shortfall Amount; 

With respect to any Reference Obligation Payment Date, an amount equal to the 
greater of: 


fa) zero: and 


fb) an amount equal to: 


(I) the Cumulative Interest Shortfall Amount as of the Reference 

Obiigatton Payment Date Immediately preceding such 
Reference Obligation Payment Date or, in the case of the first 
Reference Obligation Payment Date, zero; plus 


(II) the Int^est Shortfall Amount (If any) in respect of such 

Reference Obligation Payment Date; plus 


(III) either. 


(A) if Interest Shortfall Compounding is applicable, an 

amount determined by the Calculation Agent as the 
amount of interest that would accme on the 
Cumulative Interest Shortfall Amount immediately 
preceding such Reference Obligation Payment Date 
during the related Reference Obligation Calculation 
Period pursuant to the Underlying Instruments or. In 
the case of the first Reference Obligation Payment 
Dale, zero: or 


(B) If Interest Shortfall Compounding is not appilcabte, 0; 

minus 


(hr) the Interest Shortfall Reimbursement Amount (if any) in 

respect of such Reference Obligation Payment Date. 


Upon the occurrence of each Delivery, the Cumulative Interest Shortfall Amount 
shall be multiplied by a fraction equal to (a) the Applicable Percentage 
immediatety following such Delivery divided by (b) the Applicable Percentage 
Immediate^ prior to such Delivery; provided, however, that if more ttian erne 
Delivery Is made during a Reference Obiigatjon Calculation Period, the 
Cumulative Interest Shortfall Amount calculated as of the Reference Obligation 
Payment Date occurring immediately after such Reference Obligation 
Cateulation Period shall be multiplied by a haction equal to (a) the Applicable 
Percentage (mmedlalely following the final Delivery made during such Reference 
ObItqaUon Calculation Period and (b) the Applicable Percentage immediately 
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prior to the first Delivery made during such Reference Obligation Calculation 
Period. 

CumuiaHve interest Shortfall Payment 
/^ount: 

The Cumulative Interest Shordal! Payment Amount vi^th respect to any Fixed 
Rate Payer Parent Date and any Addittona! Fixed Amount Payment Date 
falling such Fixed Rate Payer Payment Date shall be an amount equal to the 
greater of: 


(a) zero; and 


(b) the amount equal to: 


(0 the sum erf: 


(A) the Interest Shortfali Payment Amount for the 

Reference Obligatiem Payment Date corresponding to 
such Fixed Rate Paver Pavment Date: and 


(81 the oroduct of; 


(1) the Cumulative interest Shortfall Payment 

Amount as of the Fixed Rate Payer Payment 
Date immediately preceding such Fixed 
Rate Payer Payment Date (or zero in the 
case of the first Fixed Rate Payer Payment 
Date); and 


(2) either 


(AA) if Interest Shortfait Compounding is 
applicable, the relevant Cumulative 
interest Shortfall. Payment 

Compounding Factor; or 


(BB) if Interest Shortfall Compounding is 
not applicable, 1; 


m/nus 


(11) any Interest Shortfall Reimbursement Payment Amount paid 

on such Fixed Rate Paver Pavment Date. 


With respect to any Additional Fixed Amount Payment Date fatlir^g after the final 
Fixed Rate Payer Pa^nent Date, the Cumulative Interest Shortfall Payment 
Amount shaB be equal to: 


(x) the Cumulative Interest Shorttell Payment Amount as of the Additional 

Fixed Amount Payment Date immediately preceding such Addittona! 
Fixed Amount Payment Date (or as of the final Fixed Rate Payer 
Payment Date in the case of the first Addittona! Fixed Amount Payment 
Date occurrinq after the final Fixed Rate Payer Payment Date); minus 


(y) any interest Shortfall Reimbursement Payment Amount paid on such 

Additional Fixed Amount Payment Date. 


Upon the occurrence of each Delivery, the Cumulative Interest Shortfall Payment 
Amount shall be muWf^led by a fraction equal to (a) the Applicable Percentage 
Immediately following such Delivery dMded by (b) the Applicable Percentage 
Immediately prior to such Delivery: provided, however, that If more than one 
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Delivery is made dunr^ a Reference Obligaticm Calculation P^od, the 
Cumulative interest Shor^il Payment Amount cateuiated as of the Reference 
Obligation Payment Date occurring immediatety after sur^ Reference Obi^bon 
Catcutation Period shall be mulUpIfed by a firectbn equal to (a) the ^plie^ble 
Percentege immediate^ foHcwIng the final Delivery made during sut* Reference 
Obligation CaiculaHon Period and (b) die Applicable Percentage immediately 
prior to the first Delivery made during such Reference Obfigation Calculation 
Period. 

Cumulative Interest Shortfall Payment 
Compounding Factor 

Wld) respect to any Fixed Rate Payer Calculabon Period, an amount equal b the 
sum of: 


(a) 1.0; 


pfus 


(b) the product of: 


(i) the sum of (A) the Relevant Rate plus be Fixed Rate: and 


(it) the acbal number of days In such Fixed Rate Payer 

Calculation Period d/wded by 360: 


provided, however, that be Cumulative Interest Shortfall Payment Compounding 
Factor shall be deemed to be 1.0 during be period from but exduding be 
Effective Maturity Date to and including the Termination Date. 

Relevant Rate: 

Wtb respect to a Fixed Rate Payer Calculation Period, be Floating Rate, 
expressed as a decimal number with seven decimal places, that would be 
determined if^ 


(a) be 2000 ISDA Definitions (and not be 2003 ISDA Credit Derivatives 

Definitions) applied to bis pareqraph; 


(b) the Fixed Rate Payer Calculabon Period were a ’Calculation Period” for 

purposes of such determination: and 


(c) the following terms applied: 


fi) be Floating Rate Option were the Rate Source: 


(ii) be Designated Maturity were the period bat corresponds to 

be usual length of a Fixed Rate Payer Caicuialion Period; and 


(iii) be Reset Date were the first dav of be Calculation Period; 


provided, however, that be Relevant Rate shall be deemed to be zero during be 
period from but excluding be Effective Maturity Date to and including the 
Termination Date. 

Rate Source: 

USD-LIBOR-BBA 


2S 
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SCHEDULE L 

INDEX OF DERNED TERMS 

Following is an index of defined terms used in this Offering Circular and the page number where each 
definiticxi appears. 
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25% Threshold 178 

A Security 101 

AJB Exchange 101 

ABS Type Diversified ABS Setnirities 2 

ABS Type Diversified Residential 

Securities 2 

ABS Type High-Diversity CDO 

Securities 2 

ABS Type Low-Diversity CDO Securities 2 

ABS Type Undiversified ABS Securities 2 

ABX Tranche Security 106 

Accelerated Amortization Date ...2, 57 

Accelerated Maturity Dale 29, 83 

Accounting Firm 167 

Accounts 5, 98 

Actual Interest Amount 116 

Administration Agreement 148 

Administrator 148 

Affiliate 42 

Aggregate Prlnclpal/Notlonal Balance 57 

Allocation Procedures 1 13 

Alternative Debt Test 101 

Applicable Procedures 77 

Applicable Recovery Rate 57 

Asset-Backed Securities 4, 33 

As$et-Bad(ed Security 98 

Auction 19, 71 

Auction Agent 19. 72 

Auction Agent Fees 1 54 

Auctton Cali Redemption 19. 73 


CDO Pay As You Go Form 38 

COO Securities 1 07 

CFC 174 

Class 1 

Class A Notes 2, 1 

Class A/8 Coverage Tests 68 

Class A/B interest Coverage Ratio 69 

Class A/B Interest Coverage Test 70 

Class A/B Overcollateralization Ratio 68 

Class A/B Overcollateralization Test ; 68 

Class A-1 Notes 2. 1 

Class A-2 Notes 2, 1 

Class B Notes 2, 1 

Class C Coverage Tests 68 

Class C Deferred Interest 16. 47 

Class C Interest Coverage Ratio 69 

Class C Interest Coverage Test 70 

Class C Notes 2, 1 

Class C Overcoilateralization Ratio 66 

Class C Overcollateralization Test 68 

Class D Coverage Tests 68 

Class D Deferred Interest 16, 47 

Class D Interest Coverage Ratio 69 

Class D Interest Coverage Test 70 

Class 0 Notes 2-, 1 

Class D Overcollateralization Ratio 66 

Class D Overcollateralization Test 69 

Class E Deferred Interest m..16, 47 

Class E Diversion Ratio 69 

Class E Diversion Test 69 

Class E Notes 2, 1 



19, 71 


i 


....19, 71,B-1 


2 

Auction Purchase Agr^ment 

B-1 

CMBS Securities 

-.107 


1 


177 


107 

CODE 

if! 


123 


1.2, 4 


129 


8, 98 

B Security 

....101 

Collateral Administration Agreement... 

90 


158 


91 


57 


141 


49 


Base Rate Reference Bank 

49 

Collateral Manager Group 

102 

Business Day 

51 

Collateral Manager Securities 

42 


Calculation Agent 48 

Calculatibn Amount ;...57 

Car Rental Fleet Securities 107 

cause 155 


Collateral Quality Tests 120 

Collection Accounts 141 

Combined T rade 132 

Commwcial ASS Securities 108 
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Ck>mpany 176 

Confirmation 11,111 

Consumer ABS Securities 108 

Consumer Loan Securities 108 

Controlling Class 83 

Controlling Perron 178 

Convertible Bond 57 

Coverage Tests 67 

CPDls 173 

Credit Card Securities 108 

Credit Derivatives Definitions.. 11, 111 

Credit Event 117 

Credit-Improved Asset 130 

Credit-Improved Criteria 130 

Credlt4=?isk Asset 1 31 

DBSI 2.166 

Defaulted Asset 57 

Defaulted Interest 47 

Deferred interest 16, 47 

Defen-ed Interest PfK Bond 59 

Definitive Notes 76 

Delivered Obligation 1 12 

Designated Maturity 49 

Determination Date 59 

Deutsche Bank 158, 167 

Deutsche Bank AO London 158 

Deutsche Bank Group 158 

Disclosure Regulations 175 

Discount Underlying Asset 59 

Disposition 125 

Disposition Proceeds 125 

Distressed Ratings Downgrade 118 

Distribution Compliance Period t, 22 

Distribution Date 47 

DOJ 167 

DOL 178 

Doifars I 

DTC 2 

Due Period 51 

Eligibility Criteria 132 

Eligible Country 59 

Eligible Investmente 142 

Eligible SPV Jurisdiction 59 

Emerging Market 108 

Enron. 166 

Equipment Lease Securities 108 

Equity Security 131 

ERISA iii. 177 

ERISA Plans 177 


Euroctear i 

Event of Default 81 

excepted investment company 185 

Excepted Property 59 

Excess Collateral Account Amount 147 

Excess Interest 54 

Excess Principal Proceeds 55 

Exchange Act xlv 

Expected Interest Amount 116 

Expense Account. 145 

Failure to Pay Principal 117 

Fee Cap Amount 60 

FICO Score 108 

Final Maturity Date..... .16, 50 

Financial Institution 167 

First Auction Call Date 1 9. 71 

First Distribution Date 4, 47 

First Period 156 

Rrst Synthetic Security Counterparty 11 ,111 

Fitch 118, 142 

Rxed Rate Security 60 

Floating Payment 115 

Boating Rate Payer Payment Date 1 16 

Floating Rate Security 60 

Florida A« vil 

Flow-Through Investment Vehicle 186 

Form Approved Short Synthetic 

Confirmation 14 

Franchise Securities 110 

FSMA xlv, 181 

QIC 15 

Global Notes 22 

Group I Countries 60 

Group II Countries 60 

HBK 152 

HGB ....162 

High LTV RMBS Security 109 

Highest Auction Price B-2 

Hoizmann 168 

imbau ; 169 

Indenture 2 

. indirect participants 81 

Initial Investment Agreement 1 4, 1 37 

Initial Investment Agreement Provlder14. 137, 139 

Initia! Purchaser 2 

Initial Rating 131 

insHtutlonai Accredited Investor v 

Interest Collection Account 141 

interest Only Security 60 
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Interest Period 47 

Interest Proceeds 60 

Interest Rate Svrap Agreement 11. 140 

Interest Rate Swap Counterparty 140 

Interest Shortfall Amount 115 

Interest Shortfall Reimbursement 

Payment Amount 1 1 6 

Investment 14, 137 

Investment Act xl 

Investment Agreement 137 

Investment Company Act 2. 188, 190 

Invesfrnent Grade 131 

IPOs 166 

Irish Paying Agent 46 

IRS 170 

ISDA..... ...38 

issue 61 

Issuer 1, 2, 3 

Issuer Charter i, 3 

Issuers.. 1. 4 

KPMG 161 

KPMG DTG. 168 

Legend .' 78 

LIBOR Business Day 49 

LIBOR Oeterminatjon Date 48 

Listed Bidders B-1 

London Banking Day 49 

Majority-in-lnterest of Preference 

Shareholders 62 

Management Agreement 4, 151 

Management Fee 154 

Margin Stock 62 

Master Agreement 11. 111 

MBS Pay As You Go Forni 38 

Measurement Date 62 

Mid-Prime Securities 109 

Minimum Preference Share Redemption 

Amount 19, 72 

Monthly Report 90 

Moody's 2 

Mood/s Asset Correlation Factor 2 

Mood/s Asset Correlation Test ....121 

Mood/s Correlation Factor 121 

Mood/s Haircut Value 62 

Mood/s Limit 1 62 

Mood/s Umit 2 .....63 

M(x>d/s Minimum Weighted Awrage 

Recovery Rate Test 121 

Mood/s Rating 120, 1 


Mood/s Rating Factor 1 

Mood/s Weighted Average Rating 

Factor ......122 

Mood/s Weighted Average Rating 

Factor Test 122 

Mood/s Weighted Average Recovery 

Rate .121 

Negative Amortization Security 62 

Net Outstanding Underlying ^set 

Balance 62 

Net Scheduled Periodic Offsetting 

Transaction Payment 64 

Non-Subprime Home Equity Loan 

Asset-Backed Securities 109 

Non-U.S. Holder 170 

Note Purchase Agreement 180 

Note Register 77 

Note Registrar 77 

Note Valuation Report 90 

Noteholders ^ 24 

Notes 1, 2, 1 

Notional Amount 113 

Offer 102 

Offering ill 

Offering Circular 1 

Offeet Transaction 14, 119 

Offsetting Transaction 14 

Offsetting Transaction 119 

Offsetting Transaction Counterparty 14 

OID 172 

Optional Redemption 18, 71 

Order xlv 

Original Purchasers 20 

Other Indebtedness 58 

Outstanding 86 

PAC Method 172 

Participants 77 

parties In interest 1 77 

Pay As You Go Forms 38 

Payir»g Agent 51 

Payment Account 144 

Pension Protection Act of 2006 178 

Permanent Regulation S Global Notes i 

Physical Settlement Amount 113 

PIK Bond 64 

Plan Asset Regulation 178 

Plan Fiduciary ...i 177 

Plans 177 

Policy : 15 


3 . 
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pre-amendment beneficial owiers 1 85 

Preference Share Paying Agency 

Agreement ^ ..I 

Preference Share Paying ^ent I 

Preference Share Payment Aca>unt 145 

Preference Share Transfer Agent ^.1 

Preference Shareholders 26 

Preferencre Shares 1 

Prime Securities ;....109 

Principal Collection Account 141 

Principal Only Security 64 

Principal Proceeds 64 

Principa! Shortfall Amount i 115 

Principal Shortfall Reimbursement 117 

Principa! Shortfall Reimbursement 

Amount 117 

Principal Shortfall Reimbursement 

Payment Amount 117 

Principal/Notional Balance 64 

Priority Distribution Period 2 

Priority of Paymente 51 

Private Security 1 02 

Prohibited Asset 102 

Prosperous Directive 2 

Public Security 103 

Pure Private Asset-Backed Security 66 

QEF election 173* 

Qualiried Bidder B-2 

Qualified institutional Buyer v 

Qualified Purchaser v, 180, 190 

Qualifying Pwelgn Obligor 66 

Qualifying Investment Vehicle 188 

Quarterly Asset Amount 66 

Rating Agencies 2 

Rating Condition 66 

Record Date 51 

Redemption Amount 75 

Redemption Date 75 

Redemption Price,. 75 

Reference Banks... 49 

Reference Dealers 49 

Reference Ctoiigation 12. 111 

Reference Obligation Calculation Pertod 116 

Reference C»)iigor 1 1 1 

Registered 100 

Regulation S 2 , 187, 190 

Regulation S Definitive Note 76 

Regulation S Gk>bat NtOes I 

Regulation S Notes 21 . 


Reinvestment Fferiod 10 

Relevant Persons xiv 

Replacement Investment ^reement 40 

Repiaoement Invesbnent /^reement 

Provider 40 

Repiaoement Manager 1 56 

Reporfeble Transactions 175 

Required Synthetic Security Collateral 

Amount 12, 112 

Residential A Mortgage-Backed 

Seairities 109 

Residential B/C Mortgage-Backed 

Securities 109 

Residential Securities 110 

. Restricted Definitive Note 76 

Restricted Giobai Notes i 

Restricted Notes 22 

Restricted Trading Period 131 

RMBS Securities 110 

Rule144A 187 

RULE 144A 2, 190 

S&P Limit 1 ; 63 

S&P Umlt2....: 63 

S&P Limits..'. 64 

Scheduled Periodic Offsetting 

Transaction Payment 66 

SEC 26 

Second Period 156 

Secured Parties 1 

Securities Act 2, 187, 189 

Securities Prospectus Act xi 

Senior 2, 46 

Servicer 66 

Share Register 75 

Share Registrar,. I 

Share Trustee 148 

Small Business Loan Securities 110 

Speciat-Majority-in-interest of 

Preference Shareholders 66 

Specified Types 106 

SRPM 172 

Standard & Poor's 2 

Standard & Poor's CDO Evaluator 121 

Standard & Poor’s Haircut Value 63 

Standard & Poor's Minimum Weighted 

Average Recovery Rate Test 121 

Standard & Poor's Rating 120 

Standard & Poor’s Weighted Average 
Recovery Rate 121 


4 


PSI-MST_Bank-02-0368 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01317 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1314 


VerDate Nov 24 2008 


Footnote Exhibits - Page 2066 


Stated Maturity 16 

Step Down Bond 66 

Step Up Bond 67 

Student Loan Securities 110 

Subordinate 2,46 

Sub-Prime Securities Ill 

Subscription Agreements 3 

Subsequent Auction Call Date 19, 71 

Synthetic Securfty 11,111 

Synthetic Security Calculatkxi Agent 112 

Synthetic Security CoHaterai Account 1 46 

Synthetic Seoirtty Collateral Amount...:.., 12. 112 

Synthetic Security Counterparties 12. 112 

Synthetic Security Issu^ Account 147 

Synthetic Security Payment Amount 113 

Synthetic Security TerminallonMovallon 

Payment {issuer) 1 14 

Tax Event 74 

Tax Materiality Condition -74 

Tax Redemption 20, 74 

Temporary Regulation S Globai Notes i 

Trading Plan 132 

Transfer Agent 77 

Treasury 43 

Trustee 2 

U.S. Dollars ^ I 

U.S. GAAP 159,162 

U.S. Holder 170 

U.S.$ i 


Underling tesets 4 

Und^iying Instruments 67 

Uninvested Proceeds 67 

Uninvested Proceeds Account 145 

USA PATRIOT Act 43 

USD i 

Voting Percentage 67 

Warehouse Credit Agreement 42 

Warehouse Facility 44 

Warehouse Lender 42 

Weighted Average Coupon 122 

Weighted Average Coupon Test 122 

Weighted Average Lite 123 

Weighted Average Life Test 123 

Weighted Average Rating 1 

Weighted Average Spread 123 

Weighted Average Spread Test 122 

Withholding Security 131 

Writedown 117 

Writedown Amount 115 

Writedown Reimbursement 117 

Writedown Reimbursement Amount 117 

Writedown Reimbursement Payment 

Amount 116 

writing 131 

written 131 

Written Down Security 67 
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PRINCIPAL OFFICES OF THE ISSUERS 

Gemstone CDO Vli Ltd. 

do Maples Finance Limited 
P.O. Box 1093GT, Queensgate House 
South Churtdi Street 
George Town, Grand Cayman 
Cayman Islands 

TRUSTEE, PRINCIPAL PAYING AGENT 
AND NOTE REGISTRAR 

Deutsche Bank Trust Company Americas 
1761 East St. Andrew Place 
Santa Ana, California 92705 

TRANSFER AGENT LISTING AGENT AND IRISH PAYING AGENT 

Deutsche Bank Trust Company Americas RSM Robson Rhodes LLP 

1761 East St. Andrew Place RSM House, Herbert Street 

Santa Ana, California 92705 Dublin 2, Ireland 

COLLATERAL MANAGER 

HBK Investments L.P. 

300 Crescent Court Suite 700 
Dallas. Texas 75201 

LEGAL ADVISORS 


Gemstone CDO Vli Ltd. 
do Pugiisi & Associates 
850 Library Avenue 
Suite 204 

Newark, Delaware 19711 


To the Issuers 


To the Initial Purchaser 


As to U.S. Law 
Alien & Overy LLP 

1221 Avenue of the Americas 
New York, New Yof1< 1 0020 


Alien & 0>wry LLP 
1221 Avenue of the Americas 
New York, New York 10020 


To ttta Issuer To the Collateral Manager 

As to Cayman Islands Law Cadwalader, Wickersham & Taft LLP 

Maples and Calder One World Financial Center 

P.O. Box 309GT, Inland House New York, New York 1 0281 

South Church Street 
George Tovw, Grand Cayman 
Cayman Islands 
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gregUp@bbotg^®- fl>lair@bbotg 
n/29/2006 

! 01:30 PM 

Message Sent: 11/29/2006 13:30:51 

From: GREGLIP@BBOTG!<aiEG LIPPMANNIDEUTSCHE BANK SECURI11726I328663 
To: FBLAIR@BBOTGiFRANCIS BLAIRIDEUTSCHE BANK SECURI}1726j328663 

how bout SABR 2005-FR4 B3 = 



Reply: = 


PIG PROBABLY A 400-525 MARKET = 


■ D 

Oi^SmtpMsg.eml 




Permanent Subcommittee on Investigations 


Wall Street & The Financial Crisis 
Report Footnote #14(M1 
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To'Tyler Duncan” 

<TDuncan@wBy 2 p 8 rtnere.com>@DEUBAINT 

cclainii 

Hatboo/HewYork/DBNA/DeuBa@DBAmeric8s 

bM 

SubJectRe; FW: Wayzata cob i 1-30-06 


in general the 2005 have barely moved v^ile the 2006 vintage is ct^lapsing. here is some creiSt by credit color... note some 2005 that 
are clean have been squeezed as there Is stil! cdo appet Ite for them and dtere is little to no hedge fund interest in mem (at this hme} 

1. arsi 05-wS we have not seen this hade since October, butthis is a weak name foreclosure % is expiorSng, less than 1 year old as of 
oc tober 4.75% f./c or reo (november I'm sure is worse) we traded this on 8/23 at 315, we have it at 375 now 

2. emit 05-1 mS this is one of the names getting squeezed..it is performing well and no wie is shoring It but with 4 months to Sre 
reset, it could get Interesting. We traded at 225, tte mark of 185 is if anything a bit wide to where ft would trade. 

3. ffml05-ff4 m8 similar ^ ory to tfse emit.. .the 05 ffmi is perfoming very well i^ae the 2008 ones have started to widen, we traded at 
220 in June, marked at 175 which is reasonable 

4. fhit 05-e m9 1 his is a name that Is Wowing up. horrible performance over 6% In f/c and reo. we traded in august at 260, marldng at 
450 now 

5. mlmi 05-nc1 b3 this is an interesting deal, ite from jan 05 so It has p^ down alot and the loans are just reset ting, performa ce is 
not great with 5.5 % f/c oand 4.5 90+ (oetoter numbers) t his bond t raded in comp on nov 17 at 245 so the mark of 225 (versus our 
255) frade seems mid m arketto slig htiy too tight given market last two weeks but! think this mark is In the context.. .this bond will eit 
her be blowing up or clearly Worth par vinthin 6 months 

7. nchet 05-d m9 deal performance is bad with nearly 5 % f/c reo less than 1 year in yet we bought protection on this in high 1 00s on 
november 16 maWng the mark of 230 reasonable given moves in last two week6...i would expect this bond t o widen out much f urther 
(similar to what we say wth ft»lt 05-e) 

8. ramp 05-efc2 m9 frte 2CM)5 ramp efc deals trade extremely well tWs mark Is 1 0 tighter than where we traded it and is reasonaWe to 
wide given recent market action 

9. ramp 05-efc3 m9 see above 

10. sabr05-fr4 b3 another freemont blowing up we traded in august at 260, this Is marked at 412 and If anyl hing could be a bit wider 
(ie. I'd show you a 412.S bid t o unwind it) 

11. sast 05-3 b3 saxon is a weak name but is performing ok so far.... we traded at 285 and the mark is 210 on 11/22 another hedge 
furrd bought protection in comp at 220 so this mark is solidly in the middle of a slighly wider market than before 

all In all your net marks are a Wt wider with a few much wider (190, 150 and 80} end the rest slighly to moderately tigher (10, .10, 10, 

30.40.45.55)...i think things are going as we predcted lit tie to no movement and then a blowup I did not look into the vol question 

only the accuracy of the current marks. 


Greg H. Uppmann 
Managing I^rector 
Deutsche Sank Securities Inc. 
3rd Floor 
60 Wall Street 
New York, New York 10005 
Phone (212) 250-7730 
Fax (212)797-2201 
Mobile (917) 601-1916 
greg.tippmann@db.com 


‘Tyler Duncan* <TDunean@myxparBien.c 
121)1/2006 05;« PM 


Confidential Treatment Requested by DBSI 


To 


Greg UppmannMewYorK/DSNA'DeuBaQOBAmerieas, Jerriil 
Nethoo/NewYo>WOei>W/Deu8aSDBAmeric<t 


Sutiect FW: Weyzab cob11-30C6 


Permanent Subcommittee on Inv estieations 

Wall Street & The Financial Crisis 
Report FootPOtg_M401 
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These seem a littie off - most marks are going against us except three. Hw FFML 05, NCHET & SASI deals have moved over 2 pts us 
siitce Iasi marks - why is this? 1 wotdd tMnk we would rtot haw 2-3 pt swii^ with Taiiiy extreme volatility. Could you guys review and make sure 
Aese make seise to you. 


Tyler Duncan 

Wayzata Investment P^ners, LLC 
Direct 952-345-0709 
Mobile; 612-877-1627 
Fax: 952-345-8901 


From: Leonela lamaj [: 

Sent: Friday, December 01, 2006 4:20 PM 
To: Tylw Chjncan 
Cc! Jamil Nathoo; Rachel Rode 
Subject: Wayzata cob 11-30-06 


Please see attached for Nov month end statement. 
Ap^gies on the delay 


Leonela Lama] 

Deutsche Bank Securities inc. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-maii. Any 

unauthorized copying, disclosure or distribution of ttie materialln this ^ , 

e.m»il la etriotly (orbidden,la«actiment "Wayzata 11-30.0e.pdr deleted by Gtag UppmanndlewYoiWDBNA/DeuBal iattacbment 
"wayzata cob 11-30-08.xl8" deleted by Greg Uppmann/NewYorWDBNA/DeuBa) 


Confidcntiai Treatment Retpiested by DBS! 
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Greg To"MarkLee" 

LippmaDQ/NewYork/DBNA/DeuBa@DBAM£R]CAS <inIee@contranaiicepitai.com> 

cc 

01/25/2007 02:24 PM bcc 

SubjectRe: 


No. Sabr is a bad shelf (barclays shelf like db's ace and lehmans sail etc) but they not 
all bad, sabr fr blows as do many others but sabr 06-optl you can buy 25MM inside 300. 


Sent from my BlackBerry Handheld. 


Original Message 

From: "Mark Lee" [mlee8contrariancapital.com] 
sent: 01/25/2007 02:19 PM ' 

To : Greg Lippmann 
Subject: RS: 


^ou!d I assume all the SABR deals are wide like dits. 


From: Greg Lippmann [maiito:greg.lippmann(§>db.com] 

Sent! Thureday, January 25, 2007 2:05 PM 
To: Mark, lee 
Subject: Re: 

Talked to my guys, this deal refcently traded near 800. Wmc in general is widening 
massively so I think wed be 850 or so. Best to look elsewhere. We’ll.. Be back with a 
list soon. 


Sent from nty BlackBerry Handheld. 


— — Original Message 

From: "Mark Lee" Imlee9contrariancapital.com) 
Sent; 01/25/2007 01:44 PM 
To: Greg Lippmann 
Subject: RE: 


where do you think the SABR 2006 WM3 B-3 trades these days? 


From: Greg Lipjynann [mailto:greg.tippmann@db.com] 

Sent! Thursday, January 25, 2007 1:37 PM 
To: Mark Lee 
Subject: Re: 

Understood on impairment just a matter of how much to pay in carry tii then. Many of 
these are going down. 


Sent from my BlackBerry Handheld. 


Ptrmantnt Subcomiaittce an iDvesUgations 
Wall Street d The Financial Crisis 
^^^R«por^|ootnot^l40^^^^ 

Tonfidential Treatment Renuwtel bv DBSI 
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Original Message 

From: "Mark Lee” fmlee@contrar±ancapital .com] 
sent: 01/25/2007 01:34 PM 
To: Greg Lippmann 
Subject: R£: 


We would look at namet 400 to 550. In general we are not looldng for spread widening - we are looking for <^ances of 
impairment. 


From: Greg Lippmann [maito:greg.lippmann@db.c»m] 

Sent: Thursday, January 25, 2007 1:32 PM 
To; Mark Lee 
Subject: Re: 

Sure. Give me some idea of spread target / shelves / tier. le you want weak names trading 
550 +, strong names traded 350 or better or the oneswin middle. Note index is roughly 
525. 


Sent from my BlackBerry Handheld. 


Original Message 

From: "Mark Lee” (mlee@contratiancapital.coml 
Sent: 01/25/2007 01:29 PM 
To: Greg Lippmann 


Do you have any suggestion for BBB- bonds we should look at buying protection on? 


Mark lee. 

Portfolio Manager 
Contrarian Capital 
41 1 West Putnam 
Suite 225 

' Greenwich CT 06830 

P: (203) 862-8203 
F: (203)629-1977 


This e-mail may contain confidential and/or privileged informaBon. If you 
are not ttre intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in ftis 
e-mail is stricBy forbidden . 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 


Confidential Treatment Requested bv DBSI 
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e-mail is strictly forbidden. 


This e-mail may contain confidential and/or fmviieged informafion. If you 
are not the intended recipient (or have received this e-mail in enor) 
please notify the sernler immediately and destroy this e-mni. 
unauthorized copying, disclosure or distribution of the material in this . 
e-mail is stiicBy forbidden. 
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Greg To; "Jaduu Patel" <^aslrin.patel@(ft).coiii> 
LippmsuiB 

Sutgect; Where is this pig martced? 

11/29/2006 
05:17 PM 

lOmm 35729PHU7 FHLT 2005-A M9 375 last look 382 
Sent from my BlackBerry Handheld. 


Q>nfidential Treatment Rwjuwted DBS! 
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greglip@bbotgTo; rokuriU^W»otgjniilinan@bbotg 


n/28/2006 


Subject: PINE MOUNTAIN 3 


I 08:4i AM 

Message Sent: 11/28/2006 08:41 :26 

From: GREGLIP®BBOTG|GREG LIPPMANNjDEUTSCHE BANK SECGfRIjl726!328663 
To: ROKUKJTA@BBOTGlROCKY KURITAjDEUTSCHE BANK SECURI|1726|328663 
To: JMILMAN@BBOTG|JORDANMILMAN}DEUTSCHEBANK SECURI!17261328663 


ABFC 2005-WF1M9 pass 
ABSHE 2005-HE4 M9 pass 
ACCR 2005-3 M9 pass 
ACE 2005-WFl M9 pass 
AMIT 2005-3 M6 pass 
CBASS2004-CB6B3pass 
CMLTI 2005-OPT4 M9 155 
CWL 2005-10 MV9 165 
ECR 2005-3 B 285 
FFML 2005.FF8 B3 pass 
FMIC 2005-2 M9 190 

GSAMP 2005-AHL M6 3 1 5 this is a pig we shouldnt pass like on ny life 
3PMAC 2005-OPT1 M9 pass 

MABS 2005-NC2 M9 240 (long sze and huge payment shock coming 6.5gwac 5* 
8 marg) 

MLMI2005-ARI B3 160 
MSAC 2005-HE7 B3 175 
NCHET 2005-3 M9 165 
OOMLT 2005-4 M9 140 
RAMP 2005-EFC3 M9 150 
RASC 2005-EMX4 M9 135 
SASC 2005-WF2 M9 pass 
WFHET 2005-2 M9 pass 
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gref^ip@bbotg'^°: hin>ki,kurit^db.cosn 

Sutgect WE TllADED THAT ACE PIECE 0 CRAP WITH KE AT 380 H 

05 / 19/2006 
08:04 AM 

Message Sent: 05/19/2006 09:04:53 

From: GREGLIP@BBOTGiGREG UPPMANNIDEUTSCHE BA>1K SECURI{I7261328663 
To: hiroki.kurita@db.comj { j \ 

WE IllADED THAT ACE PIECE 0 CRAP WITH KE AT 380 !! 



D 

OrgSmtpMsaxrol 


Perminept Subconimittce op Investigations 

Wall Street <6 lite Financial Crisis 
^^^Repoi^ootoot^l40^^^^ 
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ToGreg 

Lippmann/NewYoii£/DBNA/DeuBa@: 

ccStephaxue 

Ruhle/NcwYork®BNA/DeuB8@DB/ 

bcc 

SubgectRe: Hi^ifields cusips for quotes 


Greg 

Thank you for the feedback. Just went through your color with Farhad. He 
thought he had screened out most of the bad names so apologies for the - 
freemont. 

Let us know if there are any on this list that aren' t too dicey that you 
think you can provide prices on. 

Also if there are any other shelves that look bad let me know outside of the 
ones mentioned on the call {LBLMT, sail, sgms etc). I don’t believe we have a 
list but i figured given your expertise you may have a few more to mention 
that Highfields is not aware of. It just helps them delete them from the 
master list 

They are still focused on 400-1000 spread range 
Danni 


Danielle Pluthero 

Deutsche Bank Securities Inc 
60 Wall Street, 3rd Floor 
New York, MY 10005 
Tel: {212)250 8967 

Cell; {646)301 1352 

Fax; {212)797 2097 
danielle . plutheroSdb.com 


Greg 

Lippmann/NewYork/D 

BNA/DeuBa 

Danielle 

05/29/2007 03; 41 Pluthero/NewYork/DBNA/DeuBsSDBAmerica 

PM s 

cc 

Subject 

Re: Highfields -40 cusips for quotes 
(Document link: Danielle Pluthero) 


i thought i said freemont and wmc are bad here are the ones that fit that 
below: 


00442VAM9 ACE 2006-ASP3 M7 this stinks though i didnt mention it 
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before 

00442VAN7 ACE 2006-ASP3 M8 ditto 

00442VAP2 ACE 2006-ASP3 M9 ditto 

00442CAP4 ACE 2006-FM2 M9 FM stands for FREEMONT 

040i04SF9 ARSI 2006-W2 MS ARSI is a very bad shelf (I may hnot have 

mentioned it) 


040104TA9 

ARSI 2006-W3 M8 ditto 

040104TB7 

ARSI 2006-W3 MSditto 

040104TR2 

ARSI 2006-W4 MS ditto 

040104TSO 

ARSI 2006-W4 MSditto 

04012XAP0 

ARSI 2006-Vr5 M9dittO 

07388GAK7 

BSABS 2006-3 M7 

12666PBD5 

CSTL 2006-10 MVS 

12666TWJ0 

eVTL 2006-11 BV 

12667AAN6 

eWL 2006-12 B 

12667AAMB 

eWL 2006-12 M8 

126670YS1 

CWL 2006-5 B 

23242NAL3 

CWL 2006-ABCl M8 

126670SY5 

CWL 2006-IMl B 

126670SW9 

CWL 2006-IMl M7 

126670SX7 

CWL 2006-lMl M8 

362334PU2 

GSW4P 2006-FMl B2 EM is freemont 

40430MAQ0 

HASC 2006-WMCl M9 WMC is WMC 

456606LK6 

INABS 2006-B M9 weak name but will try 

43709BAQ2 

INABS 2006-C M9 ditto 

4e602WAN4 

IXIS 2006-KE2 B3 very very bad deal PASS 

576431PW0 

MABS 2006-FREl M7 FRE is FREEMONT 

57643LPX8 

MRBS 2006-FREl M8 ditto 

57643LPY6 

MABS 2006-FREl M9 ditto 

57643GAN7 

MABS 2006-FRE2 MB ditto 

57643GAP2 

MABS 2006-FRE2 M9 ditto 

57644UAQ8 

MABS 2006-HE2 M9 

57644TAN8 

MABS 2006-WMC2 M8 WMC is HMC 

57644TAP3 

MABS 2006-WMC2 M9 ditto 

59020U6Y6 

MLMI 2006-WMC2 B3A ditto 

53020U6Z3 

MLMI 2006-WMC2 B3B ditto 

61749GAH2 

MSHEL 2006-3 B3 

617490AP5 

MSIX 2006-1 B3 

64352VRB9 

NCHET 2006-1 M9 

81375HAG4 

SABR 2006-NCl B1 

81375HAH2 

SABR 2006-NCl B2 

81375HAJ8 

SABR 2006-NCl B3 

86360PAR8 

SASC 2006-NCl M9 


-Danielle 

Pluthero/NewYork/D 

BNA/OeuBa 

05/29/2007 03:30 
PM 


To 

Greg 

Lippmann/NewYork/DBMA/DeuBaSDBAmerica 

s 

cc 

Hiroki 

Kurita/NewYork/DBNA/DcuBaeDBAmericas, 

Jordan 

Milman/NewYork/DBNA/DeuBaUDBAmeticas, 

Stephanie 

Ruhle/NewYotk/DBNA/DeuBa0DaAmericas 

Subject 

Highfields -40 cusips for quotes 
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Greg 

As promised. 

Cusips from your list. Client has tried to avoid issuers you mentioned on the 
call . 


00442VAM9 

Ace 2006-ASP3 M7 

00442VAM7 

ACE 2006-ASP3 M8 

00442VAP2 

ACE 2006-A5P3 M9 

00442CAP4 

ACE 2006-FM2 M9 

040104SF3 

ARSI 2006-W2 M9 

040i04TA9 

ARSI 2006-W3 M8 

040104TB7 

ARS'l 2006-W3 M9 

040i04TR2 

ARSI 2006-«r4 M8 

040104TS0 

ARSI 200e-ff4 M9 

04012XAP0 

ARSI 2006-W5 M9 

073B8GAK7 

BSABS 2006-3 M7 

12666PBD5 

CWL 2006-10 MV9 

12666TAU0 

CWL 2006-11 BV 

12667AAN6 

CWTi 2006-12 B 

12667 A?«48 

an. 2006-12 M8 

126670YS1 

C»L 2006-5 B 

23242NAZi3 

an. 2006-ABCl MS 

X26670SY5 

CWX 2006- IMl B 

126670SW9 

an 2006-IMl M7 

126670SX7 

CWL 2006-IMl M8 

362334PU2 

GSAMP 2006-FMX B2 

40430MAQO 

HASC 2'006-WMCl M9 

4S6606LK6 

INAfiS 2006-B M9 

43709BAQ2 

INABS 2006-C MS 

46602WAN4 

IXIS 2006-KE2 B3 

57e43LPN0 

MASS 2006-FREl M7 

57643LPX8 

KABS 2006-rREl M8 

57643LPY6 

MASS 2006-rREl M9 

S7643GAN7 

KABS 2006-FRE2 MS 

57643GAP2 

MASS 2006-rRE2 M9 

57644UAQ8 

MASS 2006-KE2 M9 

57644TAN8 

MABS 2006-WMC2 M8 

57644TAP3 

MABS 2006-WMC2 M9 

59020U6Y6 

MLMI 2006-WMC2 B3A 

59O20U6a3 . 

MLMI 2006-WMC2 B3B 

61749GAN2 

MSHEL 2006-3 B3 

6i749QAP5 

MSIX 2006-1 B3 

64352VRB9 

NCHET 2006-1 M9 

8i375HAG4 

SABR 2006-NCl B1 

ei375HAH2 

SABR 2006-NCl B2 

81375HAJe 

SABR 2006-NCl B3 

86360PAR8 

SASC 2006-NCl K9 
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recipient of this e-mail, do not duplicate or redistribute it by any means. 

Please delete it and any attachments and notify the sender that you have 
received it in error. Unintended recipients are prohibited from taking action 
on the basis of information in this e-mail. We reserve the right, to the 
extent and under circumstances permitted by applicable law, to retain, monitor 
and intercept e-mail messages to and from our systeoss. 

[attachment "CUSIPS for DB submitted May 29 07.xls" deleted by Danielle 
Pluthero/NewYork/DBNA,/DeuBa] 
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GREGLIP@bIoombei^.net ToBAKERCDB@bIoomberg.net 

cc 

03/02/2007 01.38 PM bcc 


===»=Begin Message==“= 

Message#; 355830 

Message Sent: 03/02/2007,13:38:35 

From: GREGLIP@bloomberg.net|GRBG LI PPMANNI DEUTSCHE BANK 
SECURII17261328663 

To: BAKERCDBSbloomberg. net! CLARK BAKER | HARBINCTR CAPITAL! 

I 

Subject : 

on this call & they are claiming that DB was one of the 
last 

ones to tighten standards on buying loans to securitize, 
you 

were right- ace is 

crap 

Reply: 

INDEED... IT IS BUT I AM NOT CRAP MY 

FRIEND.. 1 

===“End Message====« 
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JMILMAN@bloomberg.net ToGREGLIP@blcx)mberg.nel 

cc 

03/19/2007 07:05 PM bcc 

Sutgect 


““«=:Begin Message——® 

Message#: 21372 

Message Sent: 03/19/2007 18:05:50 

From: JMILMAN@bloomberg .net 1 JORDAN MILMANIDEUTSCHE BANK 
SECURI 1 1726! 328663 

To: GREGLlPebloomberg.netlGREG LI PPMANNI DEUTSCHE BANK 

SECUR1|1726!328663 

Subject: 

the ffml 06-ffl3 is a piece of crap and would be closer 
to 

1000. .On the phone you told me closer to 400, and even 
the 

message you sent after the fact says between 400- 
800,. 

®®®==End Message*”®* 
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JMILMAN@blooml)er?.net ToGREGL3P@bloomberg.net 

cc 

12/01/2006 12:40 PM bcc 

Sutgect 


===*Begin Message===== 

Message#: 197274 

Message Sent: 12/01/2006 12:40:02 

From: JMILMAN8biodinberg.net | JORDAN MILMANiDEUTSCHE BANK 
SECURI|n261328663 

To: GREGLIP@bloomberg. net! GREG LI PPMANN 3 DEUTSCHE BANK 

SECURIt 17261 328663 

Subject: 

Bal HOMEQ BWIC TODAY AT 2PM WITH 
THOUGHTS 

lOiiTO ACE 06-HEl MIO Bal/BBB/BBB lOOppc to Call 1250dm 75- 
14+ 

Reserve Levels 

I am thinking 60-00, let roe know what you 

think 

Reply: 

WHAT SPREAD IS THAT DOENST THIS DEAL BLOW AND WHO IS 

SELLING? 

Reply: 

yes it blows 1 am seeing 20-40% 
writedowns 

MtswEnd Message===== 
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"Jasoo Lowry" 
<nLowry@bbk.coBi> 

12/19/200611:11AM 


ToGicg Lii^njflijn/NewYork/DBNA/DeuBa@DBAjDiericas. Jorfm 
Mflinan/NcwYork/DBNA/DeuBa@DBAmcricas, Hiroki 
Kiirila/NewYork/DBNA/DeuBa@DBAinaicas, Abhayad 
KaiD«flfcwYork/DBNA/DeuBa@DBAinericas. Sourav 
Scn/NewYork/DBNA/DeuBa@DBAmcricas, Chehao 
LHfl<ewYorit/DBNA/DeuB8@DBAniericas, Lut^ 
Fagan/db/<tbcan(^BAinericas. Sourav 
Seo/NewYoik/DBNA/E>euBa@DBAmericas, "Rachel Wish" 
<lWish@hbk.coin>, "Fixedlncome" <FixedIncome@hbk.com>. 
Mike LiAdb/dbcom@DBAraericas, "ABS" <ABS@ibk-coro> 
cc 
bcc 

Sul^ectPuichase for warehouse 


We bought 10mm of ACE 08-HE1 M10 (1332@ 30cf^ at a price of 73.50 from DBS for frie warehouse. 
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JMlLMAN@bl(>ombe rg.aet 
12/19/2006 11:27 AM 


ToGREGLIP@bio(Hnberg,net, CACCIBAL l@bloomberg.net, 
n»4ANGIONE@bloomberg.net. FBRETTSC@bloomberg.net, 
MGINS@blooinberg.iiet, ROKURITA@bloomberg.net, 
BWIELEl@bIooinberg.net, SOULMAN@bloombCTg.net, 
MA2ZACC@blooniberg.net, HFORUSZ@bIoombcrg.i«t. 
HLAWLESS@bloomberg.net, IBOGZA@blooniberg.net, 
MDESANTIS3@bloomberg.nel, 
CRESMA.MIDB@bloomberg.net 
cc 
bcc 
Sul^ect 


ssssraBegin Message===== 

Message#: 155353 

Message Sent: 12/19/2006 11:27:36 

From: JMIIJ<AN@bloomberg. net | JORDAN MILMANf DEUTSCHE BANK 
SECURI!i726!328663 

To: GREGLIPQbloomberg. net 1 GREG LIPPMRNNIDEUTSCHE BANK 
SECURI 1 17261328663 

To: CACCIBALl@bloomberg.net ICON ACCIBALIDEUTSCHB BANK 
SECURI|i7261328663 

To: PMANGIONE@bloomberg.net 1 PAUL MANGI ONE I DEUTSCHE BANK 
SECURJi 1726 1328663 

To: FBRETTSC8blOOJnberg.net i FRED BRETTSCHNEIDERI DEUTSCHE BANK 
SECURU 1726 1 328663 

To: MGINS8blooniberg.net i MARK GINSBERG! DEUTSCHE BANK 
SECURI 1X7261 328663 

To: ROKURlTAfibloomberg.netlROCKY KURITAI DEUTSCHE BANK 
SECURI 11726 1328663 

To: BWlELEl@blooroberg.net i BRIAN WIELEl DEUTSCHE BANK 
SECURII1726I328663 

To: SOULMAN0bloomberg.net i MICHAEL SOLBERGIDEUTSCHB BANK 
SECURI 1 1726H39306 

To: MAZZACCabloomberg.netiMICHAEL MAZZACCO I DEUTSCHE BANK 
SECURI 11726 1328663 

To: HFORUSZSblooroberg.netiHEATH FORUSZ I DEUTSCHE BANK AG, 
LOI1726I 115008 

To: HLAWLESS0bloomberg.net I HEATHER LAWLESS I DEUTSCHE BANK 
SECURI)17261328663 

To: IBOGZA0bloomberg.net!ILINGA BOGZAI DEUTSCHE BANK 
SECURI I 1726 1328663 

To: MDESANTIS3SblOOniberg.net I MARC DESANTIS I DEUTSCHE BANK 
SECURIil7261328663 

To: CRESMA.MIDBSbloomberg.netlMARCO CRESTI | DEUTSCHE BANK AG, 

LOI1726I115008 

Subject: 

SOLD lOrom ACE 06-HEl MIO THANKS L. 

PIKE 

xnssssEnd Message***** 
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greglipgbbotgTo: greglipgbbotg 

cc; 

04/06/2006 
05:54 PM 

Message Sent; 04/06/2006 18:54:58 

From: GREGLIP@BBOTG|GREG LIPPMANNiDEUTSCHE BANK SECUW|1726|328663 
To: GREGLIP@BBOTO|GREG LIPPMANNIDEUTSCHE BANK SECURI|1726|328663 

Bradi^', we just did the following trade, 200MM 20MM each of 10 names wit“ 
h 

anodier hedge fund. Y<hi will see we showed you comparable or better! ! let= 
sgo I 

Bond CDS Level 

ACCR 2005-2 M8 135.00 
CMLTI 2005-OPT4 M8 131.00 
FFML2005-FF7 M8 130.00 
FMIC 2005-2 M8 135.00 
MSAC 2005-NC2 B2 140.00 
MS AC 2005-WMC6 B2 138.00 
NCHET 2005-1 M8 138.00 
NHEL 2005-3 M8 128.00 
SABR2005-OP2B2 132.00 
SABR2005-FR4B2 135.00 



Bond CDS Level 

NHEL 2005-1 B2 130 this bond is BBB+ SP the NHEL 05-3 is A+ SP 
LBMLT 2005-2 M8 142 crap name 
CARR2005-FRE1 M8 133 

FFML 2005-FF8 B2 127 we traded the ff? 3 wider than this urs A theirs* 

BBB+ 

ACE 2005-RMl M8 130 good level for high California 

JPMAC 2005-OPTI M8 128 compares to the cmlti 05-opt4 at 131 ursbbb thei= 

r bbb+ 

ACCR 2005-2 M8 130 we showed u 5 tighter than we traded this exact bo= 
ndl 

SABR 2005-FR2 B2 135 same levels as sabr05.fT4 sam(ish) bond 
AMSI 2005-R7 M8 137 crap name 

POPLR 2005-D M5 128 tied for as tight as any we traded but this is sp * 
bbb and 

that one was sp A+ 


D 

OraSmtpMsg.erol 
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greBlIpgblioIgTo: lotaritalgbtolB 
cc: 

Subject; Re; Fwd: •Here is a preliminary ia for Julius baer 

U0/I6/2000 
09:18AM 

Message Sent; 06/16/2006 10:18:12 

From: GREGLIP@BBOTqGREG LIPPMANNjDEXJrSCHE BANK SECURIi1726!328663 
To; ROKURITA@BBOTG}ROCKY KURITAjDEUTSCHE BANK SECURI! 17261328663 

AND U K THE MAN ! ! ! OK LETS INCLUDE IT AT A VERY WIDE LEVEL AND GET SOMET- 
HING 

TOGETHER FOR THESE GUYS... 

Original Message 

From: ROCKY KURITA, DEUTSCHE BANK SECURI 
At: 6/16 10:14:42 

we are short that one. all the cwl are bad. 

Orignal Message 

From; GREG LIPPMANN, DEUTSCHE BANK SECURI 
At: 6/16 10:12:26 

okifwer shrt it b/cis that the really crap one oris that the 05-3/?= 
maybe 

also an 06 cwl.... 

— Original Message — 

From; ROCKY KURITA, DEUTSCHE BANK SECURI 

At: 6/169:42:49 

we have a couple new cenmiy, how about a cwl 05-4 bv baa3 
Original Message 

From: GREG LIPPMANN. DEUTSCHE BANK SECURI 
At: 6/16 9:24:56 

lets add one other weakish name i.e. cwl, amsi, nchet,heat want to balanc= 
eit 

out in spread terms more.. also after the analysis they want just 10 2005 = 
and 10 

06 not more... .sales is charlotte mcbride but lets run through me for now= 

— Original Message — 

From; ROCKY KURITA, DEUTSCHE BANK SECURI 
At: 6/16 8:54:22 



Original Message 

From: ROCKY KURITA, DEUTSCHE BANK SECURI 
At: 6/16 8:54:18 


Can we run the numbers? What other stats does the accoutn need? who cover- 
sthe 


account? 

1 SASC2005-NC1 M7 

2 SASC 2005-NCl M8 
3SASC 2005-WF1M8 
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From; DEUTSCHE ARMS (DEUTSCHE BANK SECURI) <DBARMS@BBOTG> 

Sent: Friday, November 1 7, 2006 8:08 PM 

To: JEFFREY LIN (DEUTSCHE BANK SECURI) <JLIN97@BBOTG>; RAJ SHOURIE 

(DEUTSCHE BANK) <RSHOURIE@BBOTG>; JOSEPH REARDON (DEUTSCHE 
BANK SECURI) <REARJOS@BBOTG>; JEANMARIE GENIRS (DEUTSCHE 
BANK SECURI) cJGENIRS l@BBOTG>; ERDC FALK (DEUTSCHE BANK 
SECURI) <EFALK@BBOTG>; MATTHEW BRAUND (DEUTSCHE BANK 
SECURI) <MBRAUND@BBOTG>; BRIAN WIELE (DEUTSCHE BANK SECURI) 
<BWIELEl@BBOTG>; ED RUBIN (DEUTSCHE BANK SECURI) 
<ERUBIN@BBOTG>; ROCKY KURITA (DEUTSCHE BANK SECURI) 
<ROKURjTA@BBOTG>; PETER GALL (DEUTSCHE BANK AG) 
<PETERGALL@BBOTG>; MICHAEL COMMAROTO (DEUTSCHE BANK 
SECURI) <MCOMMARO@BBOTG>; GREG LIPPMANN (DEUTSCHE BANK 
SECURI) <GREGLIP(gBBOTG>; FRED BRETTSCHNEIDER (DEUTSCHE BANK 
SECURI) <FBRETTSC@BBOTG>; DANIEL SCHAEFFER (DEUTSCHE BANK 
SECURI) <SCHAEFF@BBOTG> 

Subject: 


Message Scnl: 1 1/17/2006 16:08:07 

From: DBARMS@BBOTG!DEirrSCHE ARMS|DEUTSCHE BANK SECURIil7261328663 

To: JLIN97@BBOTGjJEFFREY LINIDEUTSCHE BANK SECURI1172618423 

To: RSHOURIE@BBOTG1RAJ SHOURIE)DEUTSCHEBANK11726|133iOO 

To; REARJOS@BBOTGiJOSEPH REARDONPEUTSCHE BANK SECUR1117261328663 

To: JGENIRSl@BBOTG|JEANMARIE GENIRSIDEUTSCHE BANK SECUR111726|328663 

To; EFALK@BBOTG|ERIK FALKpEUTSCHE BANK SECURI|1726I328663 

To: MBRAUND@BBOTGlMATTHEW BRAUNDPEUTSCHE BANK SECURlj 17261509770 

To: BWIELEl@BBOTG|BRIAN WIELEPEUTSCHE BANK SECURI11726|328663 

To: ERUBIN@BBOTGjED RUBINPEUTSCHE BANK SECURI[1726}328663 

To: ROKURITA@BBOTGlROCKY KURITApEUTSCHE BANK SECUR1I1726[328663 

To: PETERGALL@BBOTG|PETER OALLpEUTSCHEBANK AG|17261334122 

To: MCOMMARO@BBOTGiMICHAEL COMMAROTOPEUTSCHE BANK SECURI|1726(328663 

To: GREGLIP@BBOTQlGREO LIPPMANNiDEUTSCHE BANK SECURIll726i328663 

To: FBRETTSC@BBOTO[FRED BRETTSCHNEIDERPEUTSCHE BANK SECURI|17261328663 

To: SCHAEFFdPBOTGpANlEL SCHAEFFERpEUTSCHE BANK SECURI|17261328663 

THE ARMS DESK WOULD LIKE TO EXPRESS ITS SINCERE APPRECIATION TO 
THE SALES FORCE FOR AN OUTSTANDING JOB IN HELPING US PLACE THE 
BONDS OFF DEALT 06-AR6. THANKS A LOTI ! 
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From: DEUTSCHE ARMS (DEUTSCHE BANK SECURI) <DBARMS@BBOTG> 

Sent: Tuesday, November 1 4, 2006 1 2: 1 6 AM 

To: HEATHER DAUR (DEUTSCHE BANK SECURI) <HD AURl @BBOTG>; JEFFREY 

LIN (DEUTSCHE BANK SECURI) <IUN97@BBOTG>; RAJ SHOURIE 
(DEUTSCHE BANK) <RSHOURIE@BBOTG>; JOSEPH REARDON (DEUTSCHE 
BANK SECURI) <REARJOS@BBOTG>; JEANMARB GENIRS (DEUTSCHE 
BANK SECURI) <JGENIRSI@BBOTG>; ERK FALK (DEUTSCHE BANK 
SECURI) <EFALK@BBOTG>; MATTHEW BRAUND (DEUTSCHE BANK 
SECURI) <MBRAUND@BBOTG>; BRIAN WIELE (DEUTSCHE BANK SECURI) 
<BWIELEl@BBOTG>; ED RUBIN (DEUTSCHE BANK SECURI) 
<ERUBIN@BBOTG>; ROCKY KURITA (DEUTSCHE BANK SECURI) 
<ROKURITA@BBOTG>; PETER GALL (DEUTSCHE BANK AG) 
<PETERGALL@BBOTG>; MICHAEL COMMAROTO pEUTSCHE BANK 
SECURI) <MCOMMARO@BBOTG>; GREG LIPPMANN PEUTSCHE BANK 
SECURI) <GREGLIP@BBOTG>; FRED BRETTSCHNEIDER PEUTSCHE BANK 
SECURI) <FBRETTSC@BBOTG> 

Snbject: 


Message Sent: 11/13/2006 20:16:25 

From: DBARMS@BBOTG|DEUTSCHE ARMSpEUTSCHE BANK SECURII1726P28663 

To: HDAURl @BBOTQ|HEATHER DAURPEUTSCHE BANK SECUR1|17261328663 

To: JUN97@BBOTG|]EFFEEY lINPEUTSCHE BANK SECURI) 1 726|8423 

To:RSHOIJRffi®BBOTG|RAJSHOUR3EiDEUTSCHEBANK|!7261133100 

To; REARJOS®BBOTO|JOSEPH REARDONIDEUTSCHE BANK SECURI|1726|328663 

To: JGENIRSlgBBOIOlIEANMARIE OENIRS|DEUTSCHE BANK SECURI|1726|328663 

To; EF/aK@BBOTG|ERIK FALKpEUTSCHE BANK SECUR1|1726|328663 

To: MBRAUNDgBBOTGiMATTHEW BRAUNDIDEUTSCHE BANK SECUR1|1726|509770 

To: BWIELEl ©BBOTGIBRIAN WIELEPEUTSCHE BANK SECURIIl 726)328663 

To: ERUBINlMBOTG)ED RUBIN]DEUTSCHE BANK SECURJ)17261328663 

To: ROKURITA@BBOTG]ROCKY KURITApEUTSCHE BANK SECURI11726)328663 

To: PETERGALL@BBOTOIPETER GALLPEUTSCHEBANK AGI17261334I22 

To: MCOMMARO@BBOTO)MICHAEL COMMAROTOPEUTSCHE BANK SECURII17261328663 

To: GREGUP@BBOTG10REO LIPPMANNPEUTSCHEBANK SECURI)1726)328663 

To: FBRETTSC@BBOTG)FRED BRETTSCHNEIDERPEUTSCHE BANK SECUR1)1726|328663 

DBALT 06-/UI6: Exixcted Losses based on prelim RA feedback 
SAP: 0.60% 

Moodys: 1. 10% 
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From: LARRY PDCE (DEUTSCHE BANK SECURl) <LMPIKE@BBOTG> 

Sent: W«lnes<lay, November 29, 2006 9:21 PM 

To: ELEANNY PICHARDO (DEUTSCHE BANK SECURI) <ELEANNYP@BBOTG>; 

ALEXANDER MALDONADO (DEUTSCHE BANK SECURI) 

<AMALDONAD01@BBOTG>; ANUPAMA CHAKRAVARTH (DEUTSCHE BANK 
SECURI) <ACHAKRAVARTr@BBOTG> 

Subject: Some success in CMO land today: 


Message Sent; 11/29/2006 !7;21:40 

From: L?vJPIKE@BBOTGlLARRY PIKEPEUTSCHE BANK SECURI|1726|I92220 

To; ELEANNYP@BBOTG|ELEANNY PICHARDOIDBUTSCHE BANK SECLfRlil726j328663 

To; AMALDONADOI@BBOTGlALEXANDER MALDONADOIDEUTSCHE BANK SECURI|1726j328663 

To: ACHAKRAVARTr@BBOTG!ANUPAMA CHAKRA VARTTipEUTSCHE BANK SECURIil726i328663 

Forwarded To; ELEANNY PICHARDO. DEUTSCHE BANK SECURI By: SEAN WHELAN. DEUTSCHE BAN 

Forwarded To: ALEXANDER MALDONADO. DEUTSCHE BANK SECURI By: SEAN WHELAN. DEUTSCHE 

Forwarded To; ANUPAMA CHAKRA VARTTI. DEUTSCHE BANK SECURI By; MICHAEL JONES. DEUTSC 


Some success in CMO land today: 


Sold 9mm DB ALT 06-AR6 Ml 0 (Ba2/BB8-) to HBK 
This class was never sold in the new issue mari:eting. 


Sold 9.5nim CWALT 06-6CB 2A4 (NAS) to NIR CapiuL 
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Prom: Jason Lowry 

Sent: Thursthiy. November 30. 2006 11:32:03 AM 

To: Mrhayad Sourav Sen; Chehao Lu; lucyiagan^^.com'^lucy .fegan@db.com}; Soimnr Sen; 

Rachel Wish; Rredlncmw; T/!1i».U@db.coiT^9^e.U6db.com]: ABS 
Subject: Detafe on DBALT trade 

^proved by wharehtKi^: 

DB seiis to HBK 8.997mm {♦- variance) DBAIT 06-AR8 M10 +775 $84-22 {yield table to follow) settles 
12/29 with 14 days «»nied. 
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From: AXEL KUNDE (DEUTSCHE BANK AG. LO) <KUNDAX.LNDB@BBOTG> 

Sent: Thursday, July 6. 2006 7;38 PM 

To: GREG LIPPMANN (DEUTSCHE BANK SECURI) <GREGLIP@BBOTG> 

Subject: 


Message Sent: 07/06/2006 15:38:33 

From: KUNDAX.LNDB@BBOTGiAXEL KUNDEpEUTSCHE BANK AG, LOil726il 15008 
To: GREGLIP@BBOTG|GREG LIPPMANNpEUTSCHE BANK SECURIp 7261328663 

He is in Lisbon. But maybe you can meet him in Barcelona. 

OK...HAPPY TO DG THE CALL IF U WANT OR U CAN INTRODUCE ME TO HIM 

ON MONDAY-URCALL.-but unfortunately he is not - like many 

other European guys. If you tell the sales guy the bond is reall 

y bad his investor will use that as an aipiment against us and 

demand that we buy back his note, because he trusted DB to pick 

a good portfolio etc, etc. That’s why 1 chose to say much of 

the widening was due to general tiering in the market. And yes, 

while this bond is underperforming there are still 49 other 

bonds in the portfolio that trade in the normal range: All 

othCT Baa2s are market between 100 and 160, and all Baa3 

between 205 and 280 (LBMLT 2005-1 1). SURE I CAN DO THAT...ANY C 

HANCE WE CAN BUY PROTECTION FROM HIM ON THE VERY BOND AT 225 TO 
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Chdtao 

Lu^ewYorka>BNAyDeiiBa@DBAM£R]CAS 

01/25/2007 12:41 PM 


Footnote Exhibits - Page 2093 

ToAtitayad 

KaniBt/NewYork®BNA/Dc«B8@D8Americas 
cclliiica R 

Bogza/NewYork^BNAOeuBa(^BAni«ic35 

bcc 

SubjectG? « HEAT and LBMLT 


Shelf arat % of total count 

IBKLT 79,500,000 7.22% 9 

HEAT 106,250,000 9.65% 13 

(updated w/ the 3 new trades recently, i.djich included 1 of LBMIT and 1 of HEAT } 


Che Lu 

Global CDO Group 

Deutsche Bank Securities Inc. 

212-250-7801 


Abhayad 

Kamat/NewTork/DBNA/DeuBa 


AM 


01/25/2007 11:51 
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To 


Lu/NewYork/DBIiA/DeuBa 


Chehao 



cc 


Subject 


COUnDENTIAL • PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 
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send ilinca and me the S of HEAT and long beach (LBMLT i think) in gemstone 7 pool - also 
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Footnote Exhibits - Page 2096 

include assets with long beach as originator or servicer, thanks. 


Abhayad Kamat 

Global CDO Group 

Deutsche Bank Securities Inc. 

60 Wall Street, 19th Floor, 

New York, NY 10005-2858 
(212) 250-0526 work 
(917) 519-9694 cell 
(732) 578-2890 fax 

Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 01/25/2007 11:49 AM 


Ilinca R 

Bogza/NewYork/DBNA/DeuBaeDBAMERICAS 


AM 


01/25/2007 11:47 


To 


Abhayad 

Kamat/NewYork/DBNA/DeuBaeDBAmericaseDBAMERiCAseDEUBAINT 
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Subject 



(XJNFEDEKriAL - PRODUCE) TO M&T PURSUANT TO PROTECTIVE ORDER 
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No. These meetings are general overviews.. Only 2 accounts might buy his deal. I said I 
would send port via email. 

can u tell me percentage of these 2? They are not in the marketing book. 


From: W>hayad Kamat 
Sent: 01/25/2007 11:44 AM 
To: Ilinca Bogza 
Subject: Re: Fw: 

tell this to kevin and ask if he will consider reducing some of the contentious assets, did 
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Footnote Exhibits - Page 2099 

yoy get pushback on specific assets in your meetings? 


Ilinca R 

Sogza/NewYork/DBHA/DeuBaeDBRMERICAS • 


01/25/2007 11:40 


To 


<Abhayad . KamatGdb. coni> 


"Abhayad Kamat** 
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Subject 
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From: Casey Newell 
Sentj 01/25/2007 11:33 AM 

To: Ilinea R Bog2a/Newyork/DBNA/E>euBa0DBAmericaseDaAKERrcAS8DBiraAINT 
Subject: Re: 

Yes, they don't like the deal. Collateral! pool has too many I^ong leach and Heat names. 


From: Ilinea R Bogza 
Sent: 01/25/2007 10:31 AM 
To: Casey Newell 


Any 


feedback 


from 


Redacted 


on hbk deal? 
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ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX; 

SEAN: 

ALEX: 

SEAN: 

ALEX: 

SEAN 

ALEX: 


FEBRUARY 5, 2007 

Call bcrweea Sean Wbelao and Alex Craig 
MTP ooon 

Hey Sean. 

Hey Bro, how arc you? 

I’m good. How are you doing? 

Pm good man. You’ve been oul of the a little bit Acre, my man. 

No. I’ve been hero. 

You kidding, I’ve tried getting you like a few limes man. 

We were on our ski trip and then I called you, thinking you were out at ABX. 

I was at AFS ray friend. 

And then I was at AFS, whatever, I’m Sony. 

Cool. 

And UioQ I was out of the ofnee on Friday. 

There we go. See I was trying. How’s everything going? 

Everything is okay, Everything is okay. 

Good. 

How about with you? 

Everything is just fine. 

Peachy keen? 

Oh they certainly are just going, just fine. Alright. WhaPs happening there bro. 
! called you on Gemstone. 

Yeah, we’re going to launch that bad boy Wednesday. 

Okay. 
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SEAN: And also we are probably, we may structure in some AAA mezz. 

ALEX: Okay. Well that’s what 1 was calling you about. 

SEAN; Okay. Now let’s pull something up. Now I’m going to listen or when you’re 
ready for me to talk, we’ll go in like the little Alex and Sean cooperation thing. 

.ALEX: Okay. I’m ready. I’m ready to listen. 

SEAN: No and I’m totally serious. Alright Here’s the gig right. 1 hope you’ve read 

this stuff. Have you? 

.ALEX: Yes. 

SEAN: Okay. I do recommend that you go, like let’s say you’re going to buy this deal, 1 

actually want you to set up - and I sent yon a couple of research pieces talking 
about the questions lu ask and what to do look at in CDO. 

ALEX: Yep, 1 have that 

SEAN; It won’t be good if I go to that meeting with you and I’m the mouthpiece. Right, 
like it’s got to be you guys. They’re not hard. You can prepare like IS questions 
that you want to ask, you know, like and you show me what they are. I may 
actu^ly take a scries of questions and 1 have a guy who’s extremely strong in 
CDO’s, he issues them and he’s buys them. And like he gave me questions and 
he buys every Gemstone deal by the way. Like for all the reasons you should, he 
does. But if you want to buy deals you need to meet the manager. 

ALEX; Right. 

SEAN; And you’re going to get conversant with when they go in and they tell you like 
Alex, we own the bottom. This is like a financing trade for us. You know what I 
meaiL And we’re in the -so they’re still in all the credit, right You obviously 

want a guy like that working for you rather than, you know, buying this 

like a fucking deal from GSC, ri^i, where they don’t buy any equity. Right. 

ALEX; I’m with you. 

SEAN: Okay. So we’re going to launch this deal on Wednesday. And we’re looking at 

creating Junior AAAs that will come out in the 45 area. 

ALEX: Okay. 


Page 2 of 9 


IVITSS000921 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01355 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1352 


Footnote Exhibits - Page 2104 

SEAN: Now what can happen off this, like if you, you would never buy bonds higher. 

Like you would ncN'cr drive in a deal hi^er. If you indicate early, like 
Genastone deals go very well, and thb deal will all go very well and it will get 
oversubscribed. If I bring you in early and ^rm, you're going to get bonds, and 
you’re going to get what you want. Now if you're a 25 bond buyer. I’ll still gel 
you that If you’re a SO or a 75 or lOO, dial’s belter. 

ALEX: Yeah well how big do you think the mezz is going to be? 

SE-^Ni Well, I was looking before. 1 was looking at the full size of the AAAs, right. 

What do we think that ms. It was big. It's a billion dollar deal. 

ALEX: It’s 793. 

SEAN; Right. Tht^e were Ok; AAAs? 

ALEX: Yep. 

SEAN: Ri^t. So it’s going to be pretty big. I>et me check. Can 1 put you on hold for a 

second? 

ALEX: Absolutely. 

SEAN; Okay. Alex? 

ALEX: Yep. 

SHAN: And 1 don’t have the firm numbers but typically you have like a 65 kind of 35 

split. Something like that. 

ALEX: Alright. 

SEAN: So, you know, if we add 800 million AAAs, we'll have like 700 something, 

ri^t? 

ALEX; Let’s do the math. 

SEAN; Now what I’m saying is in the total AAA size I’m paging through, 1 should have 
-yeah wc- 

ALOX: Yeah you said like 275-i.sh. 

SEAN: Yeah. 

ALEX: Okay. 

SEAN: And that’s, you know. I’ll be much - I’ll give you a much better feel, but you 

know it’s going to be a, you know, 250 to 300 million. 
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ALEX: 

SEAN 

ALEX 

SEAN 

A1,EX 

SEAN 

ALEX 

SEAN 

ALEX 

SEAN 

ALEX 

SEAN 

ALEX 

SEAN 

ALEX: 


SEAN; 


ALEX: 


SEAN: 

ALEX: 


SEAN: 


Okay. We’ll lake the whole thing. 

Now what would you take? 

Uh, we’ll probably lake 50. 

Okay. 

I’ve got to talk to Adam about this obviously. 

Okay. 

And 1 would like to speak with the manager. 

Alright. 

Do you want us to leave a call tomorrow? 

Umm, do you, do you, alright I’ll do what you wanL 
Or we could go over, 1 don’t care, It doesn’t bother me. 
1 think, 1 think - 


Redacted by the 

1 Perma»e»t Subcommittee on Investigntions | 
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\LEX: 

SEAN; 

AIJiX: 

SEAN; 

ALEX: 

SEAN: 

ALEX: 

SEAN: 

ALEX 

SEAN 

ALEX 

SEAN 

ALEX 

SEAN 

ALEX 

SEAN 

ALEX 

SEAN 


ALEX: 


12:16 May 12, 2011 Jkt 


Footnote Exhibits - Page 2106 


Redacted by the 

Permanent Subcommittee on Invest^ations 


Do you want to see HBK tomorrow? 

Well yes, Ihai’s what I’m saying. 

Okay. Fm going to ask to see them in the afternoon. 

Okay. Wide open. I have a meeting that nevw happens at 1 0:00.a.m. with your 
buddy boy. 

Okay. 

Arid I’m good. So anytime in the afternoon would be great. It’s my inaugural 
manager meeting and deal, if it happens. 

Well I’m going to be honest with you. I’m happy that you happen to mention 
this to me and that ! had this deal coming. Bemuse quite honestly it will all go 
well. And we don’t want you to stub your toe. 

I agree. I was hoping a good thing. 

So. Alright bro. I have made a request 

Umm, I’m going to be leaving her in like a half hour. 

Don't worry I’m going to get them to see you tomorrow afternoon. 

All day tomorrow and tomorrow morning you and me will talk about HBK if you 
want, in the morning, the deal 

The truth is v^'e don’t like - did you read these market fees? 

Yeah, there’s not much to talk about 

Well you know what you want to see, okay - 

1 want to see some stresses, but you know possibly but the deal well - 

In a credit report. You want to see what they’re doing. And you know what you 
could ask them. We had a portfolio and I sent you a market with this deal, I gave 
the marketing piece and portfolio, and what you should do is pick a BBB minus, 
right, and you say could you tell me this write up and tell me about the deal Do 
you know w'hac 1 mean? 

Okay. 
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Footnote Exhibits - Page 2107 


SEAM; And lhai quite honestly, they could like talk a lot of shit with you and you 

wouldn't know it but they won’t do that. They’ll start talking to you atom vvhai 

stresses they run and everything else and then you would it and that’s, 

you know, this is a great way to get involved and honestly if you need me to help 
you with Adam with it or whatever else 1 can do, for all the tight reasons, 
especially the fact that they like own the whole bottom and they’ve been doing it 
for a very long lime. It’s a and that’s a cool thing. 

ALEX; Okay. 

SEAN: Alright bro? 

ALEX; Alright cool. 

SEAN; I will, I will be calling you then tomorrow to tell you that I have this all arranged. 

ALEX; Great. So 1 should wear a very nice looking tie. 

SEAN: You’re always fucking nice and neat dude. 

ALEX; Alright. 

SEAN: 

ALEX; 


Redacted by the 

PcmancBt Snbeommittee on Investigations 

SEAN: 

ALEX: 

SEAN: 


ALEX: 


SEAN: 


redacted THRU PAGE 
Bates No. MTSSOO0928 
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FEBRUARY 6, 2007 

Ctll between Alet Craigt Sean Whelan, and David Boixbard 
regarding.inifial meeting with HBK 

MTP 00012 


SEAN: How are you? 

.ALEX: Good. 

SEAN: 


AL^: 

SEAN: 


ALEX: 

SEAN; 

.ALEX: 

SEAN: 

ALBX: 

SEAN: 

ALEX: 


SEAN: 

ALEX; 


Redacted 

by 

Permanent Subcommittee 
on Investigations 


So I*m just going to go ohd say that I read your deal 1 think 1 read through 
you.. .tell me about yourself I read through • rm sure they must have read 
through this ^Detiti^ Hank: Managing die Manager’s Suggested QuestidoS ” 
Am I ri^t? 

than anyway. 

.1 thiidc that their presentation- b tailored to some of these questions. So rmi jo^ 
going to go through the whole thing ai^ say what other questions diould I be 
asking and toen let's kmk at one or two of the BBB-. 


1 
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SEAN: 

ALEX; 

SEAN; 


ALEX: 

SEAN: 

ALEX; 

SEAN; 

DAVE; 

SEAN; 

DAVE: 

SEAN: 

DAVE; 

SEAN: 

DAVE; 

SKAN: 


Footnote Exhibits - Page 2109 


Ask them also in Uiere - aiKi 1 d6n*t know tf thU is in our document or not 1 
want you to Uke look if they show you, ask them to just puli up the portfolio of ^ 
existing deal right? 

I lave one. 

And say how do you do due diligmpe on this? is your monthly tracking 
syaem? Because hcmesily, you are going to see that lechnologicaily they are 
going to ac(^ that boi^, it’s bow drey do their constant msintenance od the 
n^et and the tnidi is Alex, ask them because drey are selling synthetics. 

Talk to them about how they feel about tracking vintages to dp synthetic trades 
because what is ^ing on up there is like HBK. They make enormous 
techoologicrd in%^tments and what they do is they’re tracking the performance of 
like every lucking bond out there. They are getting trustee reports. A.sk them 
how they are getting those updates. And they arc loading them up so how ^ iln^ 
Come up wth lists that they want todo some BS on. That’s bow. You know what 
Imean? They’m actually surveilling pretty much the lAhole market Ail right 
I’m fucking proud of you taldng your step in the ri^t direction. Talk to your boy. 
Of course, he steers yow wrong. 

WcTisce. 

Now Dave Borchardi 

He’son the phone listening to this. 

Hey, Dave what do you want to get from me, dude? I’ll get you everything. 

Yeah, just whatever . I didn’t sec tins deal before so- 

Oh, you know why because 1 ^xcifically sent it to him while we were having a 
conversation. You get all my Bloombergs drough right? 

Yeah. 

Ok^, cool. Anytime In the futise I will add you and by the way as we speak. 
I^ve you’re listening in 1 don’t know, I would never have anything unkind to say 
abcnityou. But it could iuddngbqTpen. 

The second you were going to say something nas;^ 1 would have reminded you. 
De borchard right? 

Thai's right. 

Okay, cool. I’ll Just anytime I email Alex anything. Are you going to this thing 
loo Dave? 
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F ootnote Exhibits - Page 21 10 

— ■■ K— « Redacted by (be Permanent 

Subcommittee an investigations 


DA\^ Yeah. 

SEAN: Good. And honestly I Aink this is like for both ofyou, you don’t spend a lot of 

iiiiie io credit and this is a - Vike HBK there are several that 1 would 
recommend that >^u look at like dcab from. This was.iifce a layt^t. Andit wtHiW 
have been my #1 pick, and we’ie happy to be doing a deal for him. Of course, 
don’t tell Kevin Jenks that He’s the head portfolio manager. He’s a bit fucking 
codey but you know, other than that. 

DAVE: The headquarters woidd be located in Dallas right? 

SEAN; Yeah. These guys have always beat in New York. 

DAVE: Okay. 

SEAN: They hired Jfinks. He tike out Ln Oregon or some Shit working for like a 

money manager out tlrerc. And they probably brought him back, like I don’t 

know, maybe five years ago and the guy he has woridng for him Marco is a - you 
know the guys arc smart guys. And Tm not sure, I think that a \oi of the 
technological fire power is down in Houston, because like in terms of all their 
modelii^ and cverytlung - dicy have some pretty sophisticated model - and like 
Kevin doesn’t build them now he works wiflt them on them but you know m 
terms of forecasting like observing performance and forecasting losses and stuff 
iUce that they actually are a sophisticated player. All right. 


DAVE: Okay, thanks. 


SEAN: 


DAVE: 


Redacted By 

Permanent Subcommittee on Investigations 
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Had B conference call with Rabo. Told trev we are 
potemtkily oealing a junior AAA. Would also looked at 
wrapped AAAs. Told ihemjuntor AAA level would be L-* 
45 area. Does not like amount of BBS in the poitfolio 
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Wilt take a look but idready have a lot of exposure to 
them. Prob no. does not like BB exposure and focused on 
other things itow. May look. Does not like the 
performance of the previous deals 

1 

1 

1 

i 

1 

1 

a 

Asked if any accounts would have interes is this deal. j 
Waiting to hear back I 


Would have interest. Waiting for analysis. Account has 
analysis. Wailing fbr feedback. Sales does not thiid: this 
structure will be a problem for them. Told them 32 dm. 
They would put dtis in a bunk portfolio. With a junior 
AAA still below them this could work. He will finish 
work by friday. Could still care. They are going to 
comitee next week for the deal. Will come back on Wed tc 
firm up. OUT. They need more subordination for a second 
pay on this deal./ Prob lOK more for 20mm bonds 

Th^ could more their order from llw junior AAAs into 
the class a-2 tnit need a spread of 39 on the class a-2 
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BB is too high for them. Seeing deals with similnr spreads wkJ better warf j 
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Legal limit is S/204S. Weary of^ B8 bicket. Wil continue to do work 
on the deal, unfortunately even without their futai collateral runs, the deal 
has not passed crediL.they aren't fans of die BB bucket and the barbell 
nature ofsome of the collateral makes them uncomfortable. We won't 
need the eonfi and they will not need their runs. 

Sent materials. Invested in Iasi deal. Loooking at A's and BBSs. j 
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Looiiing. ihey will come t>acKtomotTow^i4, onai looKingaiine 
deal. Will not be able to get back to us until 2/20. out Don’t like 
collateral 

lieni book. Invested m last deal, Requested mtormation. Kecloing 
their ^sterns. Will know in a day or 2. OUT. They do not like the 
portfolio. It was not 5 or 6 names . 

Sent book. Invested in last deal. Requested analysis on dtedeal.Will 
deflike the deal . We have decided not to invest in this transact 
the followingiHigh exposure to lower tiered originators; Fre 

Beach (7%). we also do not like fixed exposure in mesz cdo 

Finally, we do not like the Q3/4 06 production, which is aboto 

IW% in this pool, with about i% in the B8 bucket Also, almost 

SV» is BB Fremont and some other like AMSl OS has substantial 

DQs 
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Sent infotmalion on deal.OUT. 2 many BBs in the ponfolio j 
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looXig for information on gemstone 2. Ttiey want to short the deal j 

Sent book. Invested in last deal. OUT. They want to see t^ere the 
market goes. Not worth getting involved in market movemet 

1 ough to gel their locus, i twre is only one person mat is running i 
the CDO platform 

an equity account 

sent info. No feedbutk. LOOKING AT DEAL. They are trying to 
(Kice UKir deal and waiting to see v<di«e things settle down. Bought 
gemstone deal for their last prior deal 
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subject to creaii ana taiK. Menuonea iney are sssuiit ucais w i 

and 400 (camber). Denied by warehouse | 

iiene book, invested in last deal. Might be out ot me deal, uixe 
satic deals. Would likely invest if we make deal 2 yr reinvestment. 
Has a lot of gemstone paper. 

Low prob account. 

they very mwh liked HBK, and vnae wowed by Ote technical 
abilities of Halcyon. They are probabtly still a little too negative on 
Home Eq to take BBSs which is the only place they can invest at 
present. They are trying to establish an ofTbaince sheet CP conduit 
wheteby the can invest in senior debt in which »se they would 
definitely buy HBK and Halcyon. 

the deal. OUT. Does not like HEAT and long beach beach 
exposure. DB needs to set up a acall. 
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From: Jamie! Akhtar<jak:htar@hbk.com> 

Sent: Thursday, October 5, 2006 2:42 PM (GMT) 

To: Jon Mosie <JMosl^hbk.com>; MD <MD@hbic.com> 

Subject: RE; Investment manager slots 


V\fe gave the underwriting mandate for Gemstone VU to DB. including this deal, the score is DB 5. Lehman 3. Given our 
current view of DB as a counterparty (go to the counterparty relations sharepoint site fhttp:/4eam/MC/CR/default.asp?d rf 
you don't know the details), ! wasn't thrilled about giving them the mandate. However, given the unusual requirement of 
transferring our bonds off of our balance sheet onto the underwriter's balance sheet prior to their transfer to the 
warehouse facility that our accounts have imposed upon us. OB is our best bet for good execution. As a condition for 
receiving the underwriting mandate, Kevin and I insisted that DB buy from us the $1 3.1 mm of BB rated CDO liabilities 
HBK retained on its own books from Gemstone iV and V. This was a fairty sharp-elbowed tactic on our part, as the BB 
bonds are the worst part of the capital structure, but i feel like we should be sharp-elbowed with DB right now. 


From! Jon Mo^ 

Sent: Friday, Septen^r 29, 2006 8:42 AM 
To: MD 

Subject: FW: Inves^nt manager slots 

Approved unanimously (except Baker) 


From: Jchi Mo^e 

Sent: Thursday, September 28, 2006 1:26 PM 
To: MD 

Subject: Investment manager slos 

Please use voting buttons. If you want to discuss (which we could do at the next MC meeting or earlier), vote "no" and let 
me know that's what you want. So far, Jamiel, Kevin and Larry have approved. 


From: Jamiel Akhtar 

Sent: Tuesday, September 26, 2006 2:39 PM 
To: Invettment Cwnmittee 
Cc: Jon Mosie 

Subject Investment manager slots 


We have 1 4 investment manager slots. We are currently using three for our feeders (one of which frees up when the 
Ofrshope BP feeder is done awa v with) and seven for our existing CDOs. That leave s four current open slots, with one 
more opening up on Jan 1 2008 

like to have access to two slots for That 

leaves two spots open. Based on the performance of our first two CDOs, ( would expect to call them in Dec *07 and May 
'08 respectively. The slots free back up one year after they are calied. Although the other deals are performing weil, it's 
too early to estimate call dates for them. 


KcuacJcd - Noii-Responsivc 


Today • 4 open slots 

1/01/08 - 1 more slot frees up on 1 yr anniversary ofy 
12/01/08 - 1 more slot frees up on 1 yr anniversary of likely call of Gemstone I 
5/01/09 - 1 more slot frees up on 1 yr anniversary of likely call of Sandstone I 


We have enough good collateral to open a warehouse facility for our 8th CDO. My question to the 1C Is may I have one 
of the four remaining slots, or do you think we are better served by having at least four open slots for other deals, 
new funds, etc? 


Confidentiai Treatment Requested 


Permanent Subcotninittet on Investigations 


Wall Street & The Financial Crisis 
Report Footnote #1440 


GEM7-00006353 
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Michael 

LainonWNewYork/DBNA/DeuBa@DBAJVffiIUCAS 
02/(»/2007 10;!4 AM 


Footnote Exhibits - Page 2131 

ToAbhayad 

Kainal/NewYori:/DBNAA>5uBa@DBAmericas 

ccIlincaR 

Bogza/NewYoric/DBNA/DeuBa^DBAm ericas 
bcc 

&ibjTCtRe: gemstone 4 and S BBs 


no problem, that is part of the risk we took when we were awarded the mandate 
and we are still making a nice all in fee 

below is it $1.55 mm of loss in excess of our current mark or from where we bought it from 
Kevin? 

regardless we need to sell it now while we still can 


Abhayad 

Karaat/NewYork/DBNA/DeuBa 


AM 


02/08/2007 10:09 


To 


Confictential Treatment Requested by Detusche Bank 


Pcrrnancnt SubcoBimittee on Investigations 


Wall Street A The Financial Crisis 
Report Footnote #1441 
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Ilinca R Sogza/MewYork/DBMA/DeuBaSDBNA, Michael 
Lamont/NewYork/DBNA/ DeuBagDBAmericaa 


Subject 


Re: gemstone 4 and 5 8Bs(Document link: Michael 
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if we sell it at 1000, we will take a loss of from where we bought it from Jenks — 

llinca said we are already marking it at 1000... 

Gemstone 7 fees are at S7m (slightly over) — i guess we are doing a deal for him for 50bps... 
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Abhayad 

Kamat/NewYork/DSNA/DeuBa 


AM 


02/08/2007 10:06 


Lamont 


Michael 


cc 
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Ilinca R 

Bogza/NewYor k/DBNA/DeuBa@DBNA@ DEUBAINT 


Subject 


geraatone 4 and 


5 
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jenks not interested, told him that we will try to blow it out within next' few days — he is 
ok with that as long as it is not blasted out to everyone so as not to affect his current deal 
in the market. 


Abhayad Kamat 
Global CDO Group 
Deutsche Sank Securities Inc. 
60 Wall Street, 19th Floor, 
New York, NY 10005-2858 
(212) 250- 0526 work 
(917) cell 

(732) 578-2890 fax 
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"Kevin Jenks" ToAtfcayed Ksmat/NewYork/DBNA®euBa@DBAmericas 

<menks@hblccoii]> cc 

bcc 

02/27/2007 10:32 AM SutgedRE: Gemstone 4/5 BBs 


We are also trying to reduce exposure, I don’t understand why I should 
take those bonds for your promise just to do the job you were hired to. 
Especially when I will lose money on those bonds as well. I will only 
give levels on the bb's when we are out of the other risk 

Original Message 

From: Abhayad Kamat 

Sent: Tuesday, February 27, 2007 9:59 AM 

To; Kevin Jenks 

Subject: RE: Gemstone 4/5 BBs 

Kevin, 

that doesn't work for us... we are trying to reduce our exposure right 
now given internal very senior ragmt review of our business... pis call 
when you get a chance. . i tried but got voicemail. 

as we have done in the past, we will continue to work on the gemstone 7 
unsold tranches and get those done... might take 1-2 months... 


"Kevin Jenks" <kjenks0hbk.com> 

02/27/2007 09:41 AM 
To 

Abhayad Kamat/NewYork/DBNA/DeuBaSDBAmericas 

cc 

Subject 

RB: Gemstone 4/5 bbs 
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We would like to wait until we sell the rest of our deal. Unless you 
want to take them down on swap 

Original Message 

From: Abhayad Kamat 

Sent: Tuesday, February 27, 2007 9:37 AM 

To: Kevin Jenks 

Subject: Gemstone 4/5 BBs 


did you finish this analysis? 


Abhayad Kamat 
Global CDO Group 

Deutsche Bank Securities Inc. f" ' ■» — " — 

60 Wall Street, 19th Floor, — * Redacted by the PtrmsneBt 

Kew York, NY 10005-2850 Sttbcommittee Ml l#ve«igailo« 

(212) 250-0526 work *"■ 

(917) VHBBI cell 
(732) 578-2890 fax 


This e-mail may contain confidential and/or privileged information. If 
you are not the intended recipient (or have received this e-mail in 
error) please notify the sender iirmediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This e-mail may contain confidential and/or privileged information. If 
you are not the intended recipient (or have received this e-mail in 
error) please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 
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Sent: Tuesday, January 9. 2007 {K:00:49 ^ 

To: Kevin Jenks 

Sub|ect: Re; Hello 

they were great, yours were as well 

we are focused on this as well, we dont have a deal In foe market and jk>u 
will be first. 


"Kevin Jenks" <kjenks@hbk.com> 

01/09/2007 04:56 PM 

To 

Michael LamontMewYofk/DBNA®euBa@DBAmericas 
cc 

Subject 

HeBo 


With this martcel this way and probably going to get worse we would like 
re^ly move on the cdo. Please allocate the resources to expedite this. 
Thante. Hope ycwr twJidays were well. 


This e-mail may contain confidential and/or privileged information. If you 
are not the lotted recipient (or have received this e-mail in error) 
please notiV the sender immediately and destroy this e-mail. Any 
unauthorized copying, disdosure or distribution of the material in this 
e-mail is strictly forbidden. 
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Jordan 

Milmao/NewYork/iDBNA/DeuBa@DBAMEIUCAS 

02/09^007 03:00 PM 


To'AshJey Bonilla" 

<ABoni!l8@hbk.ooin>@DEljBAINT 

ccAbhayad 

KBm^/NcwYoriL/DBNA/DeuBB@DBAmericas, 

Chchao 

Lu/NewYork/DBNA/DeiiBa@DBAniericas, Greg 
Lippnitnn/NcwyortiO!5BNAyDeuB«@DBAmericas. 
Lucy FagBn/db/(lbc(Hn@DBAmcricas, Mike 
Li/db/dbcom@DBAmcrica3, Sourev 
Sen/NewYork/DBNA/Deu&@DBAmericas 
bcc 

SubJectR£: Warehouse Approval request 


ap^ved 


Jantan Miman/NewYtxWDSNA/DeuBaQDBAmericas. Msha^ci 
K*n«t/NewYoiWDeNA/DauaaeOBAmerte8», Sourev 
Xo SerVNewYofWDBNA/DeuBaeDBAfnerem.CheftaoLu'NewYoiUD^A/Daiaa^DBAmerieas, 
Lucy FagarUAWbcomQDBAmricas, Soumv Sertn^Ywk/OBNA/DeuSa@DBA(nenca8. Mike 
LMSMIbconiQOSAmerleaa, Gieg Uppmann/NewYofkASBNA^uea^SBArrericBs 

Sut|«C( tMtehouse Approval request 


Was this approved for Gero 7 ? 

toMeyBoniils 

HBK Capital Management 

ABoniiataHBK.aMn 214-758-6462 


*AsMay BmBla* <ABonlU8^ibluem> 
02«9«307 02:54 PM 


From: Tasen Lewiy 

Sene Weenesday, F«bnjaiY07,2007 3:09PM 

To: Berdan Milma«i; Abhayad Kamatj Soursv Sen; Chehao Lu; ‘tucy.ragin^db.eoiH^ Seurav Sen; FbcedlKome; me.LWdb.conV; RaeM With; ABS; Greg Uppmenn 
Sui^ocC Warehouse Approval request 

Can you approve 12.5fnm of GSAMP 07-NC1 81 at $60 (675 apread) done with 6S for 2/20/2007 settle? Rated Bal/BB-*- 
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GR£GLIP@bioomberg.net Tranicbael.lainont@db.com 
cc 

02/07/200706:5! PM bcc 

SuijectRe: New Century Call, Check out the news out NEW Equity CN 


*~«=Begin Message==«“ 

Message#: 22689 

Message Sent: 02/07/2007 18:51:44 

From: GREGLIPgbloomberg.netlGREG LIPIWANN|DEOTSCHE BW4K SBCURI i 17261 328663 
To: michael.lamontgdb.comt | ! | 

Sxitoject: Re: New Century Call, Check out the news out NEW Equity CN 


should be careful which odos u do that if they are not composed of comparable 
assets to your also i really ques tion your ability to mark / monetize that 
short when u need it but guess if u r short some cdos and have to retain 
others . . . 

Original Message 

From: Michael Lament <michael.latttontgdb.com> 

At: 2/07 18:50:03 

equity ok 1 think given how we are positioned, more worried if the 
debtholders start to care 

good question on the mezz short, maybe we can do it w/ finkel 
probably we end up buying protection on some clean single neunes I guess 


"GREG LIPPMANN, DEUTSCHE BANK SECURI" <greglip8bloomberg. net> 
Sent by: greglipSbloomberg.net 
02/07/2007 06:47 PM 

To 

Michael Lamont/NewYork/OBNA/DeuBaSDBAmericas 
cc 

Subject 

Re: New Century Call, Check out the news out NEW Equity CN 


the equity will get naved It has happened before... who r u goi ng to short 
the 

mezz cdo tranches too. .we r not a buyer.. 

--- — Original Message — --- 

From: Michael Lament <michaei.lamont8db.com> 

At: 2/07 18:06:57 

yes the question is whether we are NAV'd on the debt, which will be not so 
good 

otherwise 1 think we are ok 

lets talk about what to short in addition to what we already have tomorrow 
we may want to try some mezz cdo tranches 
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"GREG LIPPimNN, DEUTSCHE BANK SECURI" <greglip«>loond>erg . net> 

Sent by: greglip@bloomberg.net 
02/07/2007 06:02 PM 

To 

Michael Lamont/NewYork/DBNA/DeuBa@DBAmericaa 
cc 

Subject 

Re: New Century Call, Check out the news out NEW Equity CM 


GOOD I WAS CALLING ABOUT WHAREHOUSE MARKS AND DISTRIBUTION RISK B/C 
HEARING 

RUMORS ABOUT OTHER DEALERS HAVING BIG TROUBLE PLACING THIS STUFF AND AS WE 
HAVE 

DISCUSSED U COULD GET NAVed AT ANY TIME... if anything incresasing the • 
shorts 

ight make sense. . 

Original Message 

From: Michael Lament <michael . lamont@clb.com> 

At: 2/07 16:01:31 

yikes. I think we will stay short a while 

they guys are still working out the warehouse marks but it appears we are 
down about 35rom-40ntm on our synthetic ABS bonds across deals + Dutch Hill 
( so doesnt include WAMCO cash bonds. Brock CDOs, Dynamic long CDOs (equity 
sold though in Dynamic) 

but of the 35-40mm 16mm is HBK, 12non is Carina where Magnetar owns the 
equity, and we havent marked our SS hedge yet 
so I think we are in reasonable shape. 

all the deals besides Brock, Gemstone and arguably WAMCO just arent ramped 
that much 

full #s end of week 

will be then automated weekly going forward 


*'GRBG LIPPMANN, DEUTSCHE BANK SECURI" <greglip0blooinberg.net> 
Sent by: greglip@blooniberg.net 
02/07/2007 05:53 PM 

To 

Michael Lamont/NewYork/DBNA/DeuBa@DBAmericas 
ce 

Subject 

New Century Call, Check out the news out NEW Equity CN 


The con^any will host a listen-only conference call today at 3:00 p.m, PST 
to 

review this announcement. To listen to the call, dial (800) 573-4840 or 
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(617) 

224-4326 and use passcode 20268145. A replay of the call will be available 
from 

8:00 p.m. PST today through 12:00 p.m. PST on February 21, 2007. The 
replay 

number is (889) 286-8010 or (617) 801-6888 and the passcode is 57729403. 
Additionally, the call will be webcast live and archived on the investor 
Relations section of the con^any's Web site' at www.ncen.com. 


This has been prepared solely for informational purposes. It is not an 
offer, recommendation or solicitation to buy or sell, nor is it an 
official confirmation of terms. It is based on information generally 
available to the piiblic from sources believed to be reliable. No 
representation is made that it is accurate or complete or that any returns 
indicated will be achieved. Changes to assiir^tions may have a material 
impact on any returns detailed. Past performance is not indicative of 
future returns. Price and availability are subject to change without 
notice. Additional information is available upon request. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This has been prepared solely for informational purposes. It is not an 
offer, recommendation or solicitation to buy or sell, nor is it an 
official confirmation of terms. It is based on information generally 
available to the public from sources believed to be reliable. No 
representation is made that it is accurate or coii^>lete or that any returns 
indicated will be achieved. Changes to as5un?)tions may have a material 
impact on any returns detailed. Past performance is not indicative of 
future returns. Price and availability are subject to change without 
notice. Additional information is available upon request. 


This e-mail may contain confidential and/ot privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


This has been prepared solely for informational purposes. It is not an 
offer, recoiTBnendation or solicitation to buy or sell, nor is it an 
official confirmation of terms. It is based on information generally 
available to the public from sources believed to be reliable. No 
representation is made that it is accurate or cornplete or that any returns 
indicated will be achieved. Changes to assumptions may have a material 
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intact on any returns detailed. Past performance is not indicative of 
future returns. Price and availability are subject to change without 
notice. Additional information is available upon request. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 

a:===»End Message=«=== 
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"Kevin Jenks" ToMichKl Lajnoia/NewYork/DBNA®euBa@DBAraericas 

<kjeBks@hbk.com> cc 

bcc 

02/08/2007 52:01 PM SaigectRE: •• ANNOUNCING $[1 . l]BLN GEMSTONE VII •• 


I agree, I will keep my fingers crossed 

Original Message 

From: Michael Lament 

Sent: Thursday, February 08, 2007 11:56 AM 
To: Kevin Jenks 

Subject: Fw: ** ANNOUNCING $[1.1)BLN GEMSTONE VII ** 

Keep your fingers crossed but I think we will price this just before the 
market falls off a cliff (which as usual will likely find you 
well-positioned to acquire new risk at a good price) . 

We are all focused on pricing as soon as possible. 

Forwarded by Michael Lamont/NewYork/DBNA/DeuBa on 02/OB/2007 11:52 

AM 

"ILINCA BOGZA, DEUTSCHE BANK SECURI” <ibogzaebloomberg.net> Sent by: 
ibogzaSbloomberg . net 
02/08/2007 11:38 AM 

To 

undisclosed-recipients: ; 
cc 

Subject 

** ANNOUNCING S[1.13BLN GEMSTONE VII ** 


** ANNOUNCING GEMSTONE COO 7, A $(1.1}BLN MEZZANINE ABS CDO MANAGED BY 
HBK 

** PORTFOLIO 100% RAMPED AT CLOSING. PREDOMINANTLY RMBS (89%) WITH 
SMALL ALLOCATION TO ABS CDO, CMBS AND STUDENT LOANS 
** GEMSTONE CDO 7 WILL BE HBK'S EIGHTH ABS CDO 

** STATIC BIG BUCKET; SHORT 2YR REINVESTMENT PERIOD FOR IG ASSETS ONLY 


WITH 

REINVESTMENTS IN 16 
CLASS RATING (M/S) 

ONLY 

SIZE (MM) 

SIZE(%) 

WAL(YR) 

A-1 

Aaa/AAA 

{716-0) 

(65.03 

(3.23 

A-2 

Aaa/AAA 

(87.0) 

(7.9) 

(5.3) * CALL DESK* 

B 

Aa2/AA 

[96.9] 

(8.8) 

{ 6.03 

C 

A2/A 

[68.3) 

(6.2) 

(6.31 

D 

Baa2/BBB 

(55.1) 

• 15.0] 

(5.7) 

E 

Bal/BB+ 

(18.73 

{1.73 

[6.3] 

SUB 

** CALL 

159.5] 

THE DESK FOR WHISPER TALK 

15.4] 

AND MARKETING MATERIALS. 


This has been prepared solely for informational purposes. It is not an 
offer, recommendation or solicitation to buy or sell, nor is it an 
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official confirmation of terms. It is based on information generally 
available to the public from sources believed to be reliable. No 
representation is made that it is accurate or coi^lete or that any 
returns 

indicated will be achieved. Changes to assun^tions may have a material 
impact on any returns detailed. Past performance is not indicative of 
future returns. Price and availability are subject to change without 
notice. Additional information is available upon request. 


This e-mail may contain confidential and/or privileged information. If 
you 

are not the intended recipient <or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 

e-mail is strictly forbidden. 


Confidemia] Treatment Requested by Deutsche Bank 


DBSI_PS!_BMAn-0404536 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 01398 Fmt 6602 Sfmt 6602 


P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



1395 


Footnote Exhibits - Page 2147 


Michad 

Lamont/NetvYMit/DBNA/DeuBaiglDBAMERlCAS 
02«)9/KI07 06:I7PM 


ToUincs R 

8og2a/>JewYofk/DBNA/DeuBa@DBAMElUCAS@DEUBAINT 
cc'Abhiyad Kamat" <Abhawd-Kain5l@db.ccst>>, "Ttsiy 
Pswiowski' <cin!hony.pawlowdci@db.com> 
bcc 

AdiJectRc; Hbk 


I think we should manage him to pricing a little earlier and him taking the risk on CIFG not coming in 


Ilinca R 

Bogza/NewYork/DBNA/DeuaaSDBAMERICAS 


02/09/2007 06:00 


TO 


<inlchael. lsmont8db.com> 


"Michael Lament*' 


cc 


Pcrmincnt Subcommittee on Investigations 

Wall Street £ The Financial Crisis 
^^^Repor^ootoot^l45^^^^ 
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"Tony Pavfiowski" 

<anchony.pswiowskiSclb.com>, "Abhayad Kaitiat" 

<Ai>hayad.Kamat8db.com> 


Subject 


Hbk 
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Jenks just called me.. He is frightened that accounts poll their orders given the widening in abx today. 1 
told him that most accounts abs cdo managers and that not likley but spreads could get wider 

He mentioned he was going to give you a call. He is very nervous 
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Antbooy Tomichael.iainont@db.ooin 

PawiowskinVewYork/DBNA/l>euBa@DBAM£RICAS cc 

bcc 

02/1 3/2007 09:42 AM SubjectFw: Outstanding HBK requests 


frtchaei, in addition to not having a Red yet. see belovy. 

i am not sure how to push guys upstairs without having them crack, everyone wants to price this deal asap (sean whelan 
is pushing for Friday to lock up his guys on the AAA and AA). 
let me know. 


— Fofwartfeti by Anthony Pa»towslri/NewYork^8NAfl3«uaa 
llirtca R Bogza/NewYork/DBNA/DeuBa@DeAMERICAS 


r 02/t3/2007 09:41 AM 

To anttwny.pawtowskl@db.com 


02/13/2007 09:37 AM 


Subi«ct Outstanding HBK roquests 


2/8 BGl 

2/9 Rabo runs 

2/12 IKB biackline of presentation 
2/12 IVY rerun 
2/12 harding strats 
2/12 m4T runs 
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Michael 

Lamon«/NewYorb/DBNAA)eijBa@DBAMERICAS 
02/20/2007 02:33 PM 


TallincsK 

BaeziB4ewYnii:/DBN.VDeuBa@DBAniericu@OBAMERICA5^EUBAiNT. 
AiidteayPr«towtlci/NswYoric/DBNA/DeuBi@I3B Americas, SB chad 
Heraig/Ne*YaTb/DBNA/DeuBi@DBAmenczs, Abhayad 
iCaniit/NewYoclc/D8NA/DeuB«@DBAinencii 


face 

SiAjectRe: HBK ntacfceting 


Illnca, 

Could u collate the following information (maybe we already have it ) — - on our mgd merz abs cdos last year what was 
the split by risk tranche across deals between real aoney and cdo whouses. the street may be pulling back so this 
would be good info to have as we think about how we ace going to place risk 
Sent from my Blackberry Wireless 


Mr. Michael Lament 
Managing Director 
Deutsche Bank Securities Inc. 
60 Wall Street, 19th Floor 
New York, NY, USA 
Telephone; +1 (212) 250'B709 
Mobile: 41 917-821-0643 
D-Mail: michael.lamont8db.com 


— - — Original Message - — -- 
From: Ilinca R Bogza 
Sent: 02/20/2007 01:59 PM 

To: mlchael .lament 8db.com; ant hony. pawl owski8db.com;mlchael;herzlg8db. com; Abhayad.Kamatedb.com 
Subject; HBK mar)(eting 

Below is a summary of where we are on HBK 
Senior AAAs 

8G1 - waiting for feedback 
CIFG- waiting for feedback 

Junior AAAs - 2x done at 46 
IKN 

M»T bank 
NIB 

AAs - lOOfa best case 67fa worst case at 65dre 
M«T 40n»t; firm 
NIB 5mn at BOdn 

Wachovia 20mm at 70 araa. Could get them to 65 area. Other daals pricing 
at 65-70 

Wharton - 12mn lOI • we will knew temorcow 

Koch - lOnun ■ trying to push them into this deal 

GIB- promised them junior AAA if they can get there on AAs 

A's 471 worst case , 5Bfa bast case at 275din 
Aca firm 10mm 
N&f74 2rm 101 

Wachovia 20mBi 101 at high 200'a. Other deals pricing at 225-275 context 

Ivy - 4-Si(m split across As and BBSs 

BSAM - crying to get them to take As. Vo feedback 

BSBs 424 worst case , 564 best ease at 450dm 
Commerr ISmm firm . 25bps discount from where they price 
TCW 4iwi firm 
INS NZ 4mm lOI 

IVY 4'6mn split between A'a and BBBs 

If you want wa. can discuss accounts who era out of the boo)( and why... Can 
we have a call with Jenks first thing in the am re: taking back the unsold 
bonds . . 

Thanks 

Ilinca 


P«rm«nent SiibconBittet on Investigations 
fVali Street & The Financial Crisis 
^^^Repor^ootnot^HS^^^^ 

ConConfidential Treaiment Requested by DBSI tank DBSI_PSI_EMAIL0405449 
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Greg To’Eisman, Steven" 

Lippmann/NewYork/DBNAyDeuBa@DBAMERJCAS <seisinan@fppartneFS,cora> 

cc'Jashin Pate!" 

02/20/2007 06:04 PM <jashin,p8tei@db.com>, "Rich 

Rizzo" <rich.rizzo@db.com> 
bcc 

SubjcctRe: Novastar 


They are going to widen more. I'm in london, took the redeye and been here since. 

Leaving for the day. Will have jashin show you the friday levels (which were stale by 25- 
50bps before nfi news and more so now) we showed but one guy took us out of 530W*! of 
them today so some of those are gone and I am actually ha ing trouble staying short with 
a dwindling cdo pipeline. 

On cdos we think they are going much much wider but will have rich rizzo send you his 
latest offers. 


Sent from my BlackBerry Handheld. 


Original Message -- 

From: "Eisman, Steven” (seisinan@fppartners.com] 

Sent: 02/20/2007 05:57 PM 

To : Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas 
Subject: Re: Novastar 

Give me some recommendations. I love my cdo trade. Would do more in your area but 
things have widened so much. What looks interesting to you 


Sent using BlackBerry 


— Original Message-- 

From: Greg Lippmann <greg.lippmann@db.com> 

To: Eisman, Steven 

Sent: Tue Feb 20 17:55:27 2007 

Subject: Re: Novastar 


indeed you should get some sack and do some more shorts these bonds are going much much 
lower 


Greg K . Lippmann 
Managing Director 
Deutsche Bank Securities Inc. 
3rd Floor 


60 Hall Street 


New York, New York 10005 
Phone (212) 250-7730 
Fax (212) 79 7-2201 
Mobile (917)^mil||^9 


greg . lippmannSdb . com 


Redacled by the Pcrmsnent 

Sobcommittee en invcstigsHoiis 


"Eisman, Steven" <seisman@fppartners.corn> 


I Permanent Subcommittee on Inveshgations 

Wall Street <S The Financial Crbis 

Confidential Treatment Requested by DBSl DBSI_PSI_EMAIL0200818 
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02/20/2007 10:53 PM 
To 

Greg Lippmann/NewYork/DBNA/DeuBaGDBAjnericas 


Subject 
Nova star 


It is like the plague 


Sent using BlackBerry 


CONFIDENTIALITY: This e-mail is confidential and/or legally privileged and is intended 
only for the use of the individual or entity named herein. If you are not the intended 
recipient, you are hereby notified that any disclosure, copying, distribution, or the 
taking of any action in reliance on the contents of this e-mail is strictly prohibited. 
In this regard, if you have received this e-mail in error, please notify us by reply e- 
mail immediately and then delete this message from your system. 

Thank you for your cooperation. 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify the sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or distribution of the material in this 
e-mail is strictly forbidden. 


'onfidential Treatment Requested by DBSl 


DBSl_PSI_EMAfli)2008 18: 
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GR£GLIP@bloomberg.oet 

02/20/2007 03:32 PM 


ToIBOGZA@b!oomberg-Dei 

cc 

bcc 

SulgeciRe; *• UPDATE $[] . IJBLN GEMSTONE VH ** REVISED 

TALK •• 


==®==Begin Message===” 

Message#: 371 

Message Sent; 02/20/2007 15:32:36 

From: GREGLIP0blooroberg. net IGREG LIPPMANNIDEUTSCHE BANK SECURI | 1726 1 328663 
To: IBOGZA0bloomberg.net ilLINCA BOGZA} DEUTSCHE BANK SECURI | 1726 ! 326663 
Subject: Re: ** UPDATE $(1.1)BLN GEMSTONE VII ** REVISED TALK ** 


wow that much intereest in the bbb 7? is that real ?? we would take as much as 
you can oversell.. 

Original Message 

From: ILINCA BOGZA, DEUTSCHE BANK SECURI 
At: 2/20 15:17:36 

** UPDATE GEMSTONE CDO 7, A 5(1.1]BLN MEZZANINE ABS CDO MANAGED BY HBK 
** EXPECTED PRICING FEB [21ST3. 


CLASS 

RATING (M/S) 

SIZE (MM) 

SIZE|%} 

WAL(YR) 

PRICE TALK 

lOI 

A-1 

Aaa/AAA 

[716,0] 

[65.0] 

[3.2] 

* CALL DESK * 

— 

A- 2 

Aaa/AAA 

[67.0] 

(7.9) 

15.3) 

‘ NOT OFFERED * 

— 

B. 

Aa2/AA 

[96.9] 

[8.8] 

[6.0] 

L+ (0.62S AREA] 

90% 

C 

A2/A 

[68.31 

[6.2] 

(6.3j 

L+ [2.65% AREA] 

75% 

D 

BaaZ/BBB 

[55.1] 

IS.O] 

[5.71 

L+ [5.00% AREA] 

75% 

E 

SUB 

Bal/BB+ 

. [18.7] 

[59.5] 

11. 7J 
15.4} 

[6.3] 

• CALL DESK * 



*tt«=!sEnd Messag8»*=== 


PermiBcnl Subcommittee on Investigations 
Wall Street «S The Financial Crisis 
^^^^^Regort^otDOte#1456^^^ 
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GREGLiP@bloomberg.iiet 
02/20/2007 03;40PM 


ToIBC)GZA@bloomberg-net 

cc 

bcc 

SulgcctRe; •• UPDATE S{I . IJBLN GEMSTONE VH •• REVISED 
TALK •• 


==“=Begin Message===!== 

Message#: 1370 

Message Sent: 02/20/2007 15:40:21 

From: GREGLIPebloomberg. net | GREG LI PPMANNl DEUTSCHE BANK SECURI | 1726 1 328663 
To: IBOGZA@bloomberg.netiILINCA BOGEA I DEUTSCHE BANK SECURI | 1726 ! 328663 
Subject: Re: ** UPDATE $U-1]BLN GEMSTONE VII ** REVISED TALK ** 


very sneaky. . . 

Original Message 

From: ILINCA BOGZA, DEUTSCHE BANK SECURI 
At: 2/20 15:33:39 

no. that is def not real., it is at 50%.; cant oversell any tranche to be 
honest 

=====End Message"“== 


Permantnt Sobcommittee on Investieations 

Wall Street & The Financial Crisis 
^^^ReporUFootnote#145^^^^ 

ronfidemial Treatment Requested by DBSI DBSI_PSI_EMAIL0200779 
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Abhayad 

Kainat/NewYorkA)BNA/DeuBa@DBAMERlC/^ 
02/21/2007 !2:01 PM 


Tollmca R 

Bog2a/NcwYork/DBNA/DeuBa@DBNA@DEUBAINT, 
Michael Lamont/NewYoric/DBNA/DeuBa. 
antbciny.pawlowski@db.coin 


bec 

SabjectRe; **UPDATES[1.1)BLN GEMSTONE VII •* 
REVISED TALK •• 


- see entail below, should we offer more PCs for G^istone CDO ^ given the market? 

- given the current market, can we offer 300 on singie-As and 600 on triple-Bs on any fresh 
orders/accounts on single-As and triple-Bs at this stage. 

thanks . 


Anirban 

Lahiri/SP/DBAsia/DeuBaeCBAPAC 


PM 


02/21/2007 11:26 


To 


Abhayad 

Kainat /NewYork/DBNA/DeuBa?DBAMERICAS 


I Permanent Subcorowittee on Investigations 

Walt Street & The Financial Crisis 

Confidentiai Treatment Requested b\' Deutsche Bank DBSI_PSI_EMAIL0405582 
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Subject 


Re: UPDATE $(1.1) BLN GEMSTONE Vll REVISED TAiK 


Ik>nfidential Treatment Requested bv Deutsche Bank 
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Production credits? 


Sent from my BlechBerry Wireless Handheld 


Fromt Abhayad Kamat 
Sent: 22/02/200? 00:1? 

To: Anirban Lahiri; Sheree Ma 

Cc! Ilinca R aogta/NewTorl<:/DBNA/DeuBa?DBNA0DEUBAI?rr 

Subject: Fw: *•* UPDATE SU.1}BU< GEMSTONE VII ♦- REVISED TALK ** 

here's the mKtg book, thanks. 

(Embedded image moved to file: picOT5.96.pcx) 

Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/21/200? 11:15 AM 


Abhayad 

Kamat /NewIork/DBN.A/DeuBa 


Confidential Treatment Requested by Deutsche Bank 


DBSI_PSI_E?vtAJL0405582' 
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AM 


02/21/2007 11:13 


To 


Ajiirban Lahiri/SP/DBAsia/DeuBa/ Sheree 
Ka 


cc 


llinca R 

Bogza/N«wYorK/DBMA/DeuSaeDBNA$D£UBAINT 


Subject 


Fw; *-* UPDATE S(1.13BLN GEMSTONE VII •* REVISED TALK 


Confidential Treatment Requested by Deutsche Bank 
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Guys, 

we need help on selling the As and BBSs in the Gemstone CDO T transaction — we have nearly 50% 
unsold on both tranches In the transaction. We have widened talk to 265 on the As and to 500 on the 
BBSs - see Ilinca's email below. 

- i aiti also fwding you the latest HBK mktg book. 

- any help from you on the As, BBSs and senior AAAs would be appreciated. 

- on the senior AAAs, we are flexible to work, with accounts at different subordination points and 
spread targets. 


'onfidentiai Treatment Requested by Deutsche Bank 
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Here is a quick summary of the transaction and manager: 

- this is HBK’s eight CDO 

- 2 year short revolving period — can revolve in investment grade assets only 

- 27% below IG bucket {BBs) but amortizations on this bucket are used to pay down notes — no 
reinvestment in below IG bucket 

- HBK retains entire BB and Equity, similar to v*at they have done in all their prior deals. HBK 
views their CDOs as financing trades, where they retain the equity and use the CDO to get levered 
returns . 

- the 27% BB bucket is standard in their deals — these ate very similar to the C-BASS deals in the 
market . . . 

- HBK's loan level analysis of RMBS pools is highly regarded in the market. HBK helps structure -55% 
of the underlying RMBS in this transaction and retains the residual piece on those also. 

- this CDO has pure sequential structure with OC and IC tests — as opposed to most deals in the 
market which have pro-rata structure 

- the BBB tranche has a turbo mechanic that helps it to pay down faster. 

Are there any accounts that might be interested in this, given the good manager name, good alignment 
of interest with investors, sequential paydown structure, OC/IC tests, BBB turbo and wider price 
talk? any help appreciated. 

thanks, 

Abhayad 


Abhayad Kaniat 
Global CDO Group 
Deutsche Bank Securities Inc. 

60 Wall Street, 19th Floor, 

New York, NY 10005-2858 
(212) 250-0526 work 
(917) iHMBp cell 
(732) 576-2890 fax 

Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/23/2007 10:39 AM 


'■ • Redacted by the Permanent 
Subcemmiticc on Investigations 


"ILINCA BOGZA, DEUTSCHE BANK SECURI" 
cibogzaSbloombecg .net> 


Sent by: 
ibogza3bloomberg.net 


Ilonfidential Treatment Requested by Deutsche Bank 
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To 


undisclosed- 
tfecipients ; ; 


02/20/2007 03:17 


Subject 


•* UPDATE GEMSTONE VII *• REVISED TALK 


I^nfidential Treatment Requested by Deutsche Bank 
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** UPDATE GEMSTONE CDO 7, A $[1.1)BLN MEZZANINE ABS CDO MANAGED BY HBK 
*♦ EXPECTED PRICING FEB (21ST1 . 


CLASS 

RATINGtM/S) 

SIZE (MM) 

SIZE(%) 

WAL(YR) 

PRICE TALK 

lOI 

A-1 

Aaa/AAA 

(716.0) 

(65.0) 

(3.2) 

* CALL DESK r 


A-2 

Aaa/AAA 

(87.0) 

(7.9) 

(5.3) 

♦ NOT OFFERED ' 

— - 

B 

A82/AA 

(96.9) 

(8.8) 

(6.0) 

L+ (0.62% AREA) 

90% 

C 

A2/A 

(88,3) 

16.2} 

(6.3) 

L+ (2.65% AREA) 

75% 

D 

Baa2/6BS 

IS5.1) 

(5.0) 

(5.7) 

L* (5.00% AREA) 

75% 

E 

Bal/BS-» 

(IS. 7) 

(1.7) 

(6.3) 

* CALL DESK • 

_ — 

SUB 


(59.5) 

(5.4) 





This has been prepared solely for informational purposes. It is not an offer, recommendation or 
solicitation to buy or sell, nor is it an official confirmation of terms. It is based on information 
generally available to the public from sources believed to be reliable. No representation is made 
that it is accurate or complete or that any returns indicated will be achieved. Changes to 
assumptions may have a material impact on any returns detailed. Past performance is not indicative of 
future returns. Price and availability are subject to change without notice. Additional Information 
is available upon request. 


:onfidential Treatment Requested by Deutsche Bank 
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a nic07596,ncx 'Type: applioation/octst-stream 
f Name: pic07596.pcx 
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03/27/2007 01:56 PM 


Footnote Exhibits - Page 2165 

ToRichard R 

Kira/NewYork/DBNA/DeuB3@DBAinericas 

cc 

bcc 

SubjectRe; Fw; •♦•♦••URGENT********** 


yes sure, but i think we should keep those requests separate from the CDO warehouse 
valuation requests... the relevant salesperson can take care of those monthly valuation 
marks... let me know how you want to proceed. 


Richard R 
Kim/NewYork/DBNA/DeuBa 


PM 


03/27/2007 01:0 


To 


Abhayad 

Karaat/NewYork/DBNA/DeuBa@DBAmericas 


CONFIDENTIAL - PRODUCED TO M&T PURSUANl 


Permanent Subcommittee on Investigations 


Wall Street Sc The Financial Crisis 
Report Footnote #1462 


DBSI 00423053 

DB^PSL00423053 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01417 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




1414 


VerDate Nov 24 2008 


Footnote Exhibits - Page 2166 


Subject 


Kanat) 


Re: Fw: ♦•****URGENT*****‘****(Docmnent link: Abhayad 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSI 00423054 

DB_PSL00423654 
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won't our managers want to receive monthly marks for their own monitoring purposes? 


CONFIDENTIAL • PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSL00423055 

DB_PSL00423055 
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Abhayad 

Kamat/NewYork/DBNA/DeuBa 


PM 


03 / 27/2007 01:29 


To 


Chehao Lu/NewYork/DBNA/DeuBa, Sara M 

Chan/NewYork/DBNA/DeuBaUDBAmericas, 
doug . hami lton@db. com 


Richard R Kim/NewYork/DBNA/DeuBaGDBAmerioas, Sourav 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSl 00423056 

DB_PSI_00423056 
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Sen/NewYork/DBNA/DeuBa 


Subject 


Fw; 

******URGENT*** ****’** 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PI«>TECTIVE ORDER DBSI 00423057 

DB PS\ 00423057 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01421 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1418 


VerDate Nov 24 2008 


Footnote Exhibits - Page 2170 


when our CDOs close, we need to convey to valuations group that we no longer need these 
valuations, see eg. Gemstone 7 below, they still keep pushing trading desk to give 
valuations... pis can you take care of this for the deals that you work on? 

thanks . 

Forwarded by Jordan Milman/NewYork/DBNA/DeuBa on 03/27/2007 11:50 AM 


Richard 

Leclezio/NewYork/OBNA/DeuBa 


CONFIDENTIAL - PRODUCED TO MAT PURSUANT TO PROTECTIVE ORDER 
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DB PSI 00423058 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01422 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1419 


Footnote Exhibits - Page 2171 


AM 


03/27/2007 11:23 


To. 


Jordan 

Miiman/NewYork/DBNA/DeuBa@DBAntericas 


cc 


Subject 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSI_00423059 

DB_PSI_00423059 
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******URG£NT**‘ ******* 


CONFIDENTIAL • PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSI 00423060 

DB PSl 00423060 
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Hi Jordan, 

Please can you help, 

I have HBK on iny back to get the following spreads. 

Please can you provide the parameters tks 

(attachment ’’Jordan_Milman_daily_requests_20070326.xls" deleted by Richard R 
Kim/NewYork/DBNA/DeuBa ] 


Richard Leclezio 
Assistant Vice President 
Valuation Services Group 
Deutsche Bank (/} - New York 
(t) +1 212 250 2485 
(m) 41 €46 VIHHi 
•Email: richard.leclezio@db.com 
BBG : leciri . nydbSbloomberg . net 


■ I I Ml »» RedectM) by the PermiBeat 

SubcoRimittct on iovestigttioRs 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBS! 00423061 
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From: 

Sent; 

To: 

CC; 

Subject: 


Paul Mazzifli 

Tfttireday, Febniafy 8. 2007 08:12:59 AM 
Kevin Jente 
Jason Lowry 

fW. Gemstone COO 7 • price dHT between purchase |mce arrd cwirerfi marie 


Attachmerrts: Prices to Kevinjits 

We found the overall loss to be down 0.9% or S9.4mtn. 

— Original Message — 

From; Paul Mazzilli 

Sent Wednesday, January 24. 2007 12:44 PM 
To; Kevin Jenics 
Cc: Jason Lowry 

Subject: RE: Gemstone CDO 7 - price efiff between purchase price and current mark 

We see the whole portfolio down 0.9% or $9.4mm con^ared to DBS's 1.7%($19mm). Attached is DBS's 
email with our prices included. 

— Original Message — 

From: Kevin Jenks 

Sent Wednesday, January 24, 2007 4:27 AM 
To; Paul Mazzilii; Jason Lowry 

Subject Fw: Gemstone CDO 7 - price dff between purchase price and current mark 

I need die gem 7 portfolio priced using our ye marks and then override where you think appropiate. I need 
this asap 

Original Message — 

From: Abhayad Kamat 

To: Marco Lukesch; Kevin Jenks; Rachel Wish 

Cc; Chehao Lu; Sourev Sen; Konstantin Kulev <konstantin.lajlev@db.com> 

Sent; Tue Jen 23 20:16:50 2007 

Subject Gemstone COO 7 • price diff between purchase price and current mark 


Some investors are asking for current marks on the Gemstone CDO 7 portfolio. The attached file has the 
purchase price and the current marks that we got from our desk. There are many bonds where the price 
difference between purchase price and cun-ent mark is more than 4% - highlighted in yellow. I have asked 
Jordan to review the marks but it would be great if you could have someone at H8K review also to check if 
toe current marks seem correct. It seems as if the entire portfolio price has dropped since purchase by 
1 .74% which does not show well to investors. 

thanks. 

Abhayad 


Abhayad Kamat 

Globa) CDO Group ludacted by t^ennaBeot 

Deutsche Bank Securides Inc. SebCMBnittec ob Itavest^tHNii 

60 Wall Street, 19th Floor, 

New York, NY 10005-2858 
(212) 250-05 26 work 

(732) 578-2890 fax 


This e-mail may contain confidendal and/or privileged informadon. If you are not the intended recipient (or 
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Abhayad ToJordao 

KBmat/NewYork/DBNA/DeuBa@DBAMER!CAS Miln3an/NewYo!ic/DBNA/DeuBa@DBAmericas, 

Jashic 

01/23/2007 08:14 PM Patel/NewYork/DBNA/DeuBaigDBAmericas 

ccChehao Lu/NewYork/DBNA/DeuBa, Konstanlin 
Kulev^ewYork/DBNA/DcuBa, Sourav 
Sen/NcwYork/DBNA/DeuBa 
bcc 

SubjcclHBK - price diiT between pujchase price and 
current mark 


The attached file has the purchase price and current mark for the bonds in the HBK / Gemstone 
CDO 7 warehouse. 

There are taany bonds where the price difference between purchase price and current mark is more 
than 4% — highlighted in yellow. Before we send these over to CDO investors, pis could you 
review to check if the current marks are correct. It seems as if the entire portfolio price has 
dropped since purchase by 1.74% which does not show well to investors. 

thanks . 

(See attached file: Gemstone VII Portfolio 01.23.07 (w Prices). xls) 


Abhayad Kamat 

Global CDO Group 

Deutsche Bank Securities Inc. 

60 Wall Street, 19th Floor, RedlctMl by tht i^tmaiKRt 

New York, NY 10005-2858 Sobcoamimt OB liivcstigitiom 

(212) 250-0526 work L^ ■■i n . i 

(917} cell 

(732) 578-2890 fax 


S Gemanne Vll Portfolio 01.?3 07 fw xls .I Type: application/mscxcel 

i, -jt -Name; Gemstone VTI Portfolio 01.23.07 (w Prices).xls, 
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Jsshin 

p8tel/NcwYork/DBNA/DeuBa@DBAME]UCAS 


01/24/200701:01 PM 


ToJordan 

Mitaan/NewYork/DBNAjDenBa@DBAincricas 


SubjectFw: HBK - price difT between purchase price and 
cuneot mark 


I checked the names Abhayad highlighed ate most are marked within the context of recent color 
there are 4 which should be tightened. 

there's one cash bond which he highlighted... HEAT 2006-7 Bl: we just offered prot at 465; 
you had a cash bid of 94-00 (362DM at lOOPPC) for Fidelity in late October 

{See attached file: Gemstone vil Portfolio 01.23.07 {w Pricea)_JP. xla > 


Jashin Patel 

Securitized Product Group Trading 
Deutsche Bank Securities Inc. 

212 250 7730 (t) 

Forwarded by Jashin Patel/NewTork/DBHA/DeuBa on 01/24/2007 12:46 PM 


Abhayad 

Kamat/NewYork/DBNA/DeuBa 


PM 


01/23/2007 08:14 
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To 


Jordan Miliaan/Newyor>t/DBNA/DeuBa@DBAmericas, Jashin 
Patel/NewYork/DBNA/DeuBa0DBAraerica3 


cc 


Chehao Lu/NewYorK/DBNA/DeuBa, Konstantin 
Kulev/NewYork/DBNA/DeuBa, Sourav • 

Sen/Ne«York/DBNA/DeuBa 


Subject 


mark 


HBK - price diff between purchase price and current 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 
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The attached file has the purchase price and current mark for the bonds in the HBK / Gemstone 
CDO 7 warehouse. 

There are many bonds where the price difference between purchase price and current mark is 
more than 4% — highlighted in yellow. Before we send these over to CDO investors, pis could 
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you review to check if the current marks. are correct. It seems as if the entire portfolio 
price has dropped since purchase by 1.74% which does not show well to investors. 

thanks. 

{attachment ’’Gemstone VII Portfolio 0l.23.0T (w Prices). xls" deleted by Jashin 
Patel/NewYork/DBNA/DeuBa) 


Abhayad Kamat 
Global CDO Group 
Deutsche Bank Securities Inc. 
60 VJall Street, 19th Floor, 
New York, NY 10005-2858 
i212) 250-0526 work 
cell 

(732) 578-2890 fax 


RMticted tty thc j^noaBeBt 
Sabeoanittcc ob lnvcst^BtioM 


^ nemistnne VII Portfolio 01.23.07 fw Pricesi 

1 Type: application/msexcel 1 

'Name: Gemstone VI! Portfolio 01.23.07 (vv Prices) 

^ JP.xls 

iJP.xIs 
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Abhayad 

Ka^1atmewYorkn}BNA/DcuBa@DBA^<ERICAS 
01/24/2007 04:15 PM 


ToChehao Lu/NewYork/DBNA/DeuBa, llioca R 

Bog 2 a/NewYorbT>BNA/DcuB«gDBNA@DEUBAINT. 
Konslactin Kulcv/NewYork/DBNA/DeuBa 


bcc 

SubjectRe: We priced the port 


for investors who have asked for current isarXs on the Gemstone CDO 7 portfolio, tell them: HBK says 
that the overall current portfolio is down USD ftam. 
no need to provide current prices on a line item level. 


"Kevin Jenks" 
<kj enks@hbk . corn> 


PM 


01/24/2007 01:14 


To 


Abhayad 

Kamat/NewYofk/DBNA/DeuBatf DBAmericas 


CONFIDENTIAL - PRODUCED TO M&T PURSUAff 
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Subject 


We priced the 
port 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROACTIVE ORDER 


DBSI_0074i751 

DB_PSL00741751 
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It 


down 9iwn 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI_0074 1752 

DB_PSL00741752 
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Dines R 

8ogza^ewYork/DBNA/DeuBa@D&4.MERlCAS 

02/07/2007 i2:55 PM 


To^hayad 

Kansai/NewYofioT>BNA/DeuBa@DBAMERJCAS@DEUBAJNT 

cc 

Iwc 

SuigectRe: Fw: Gemstone CDO 7 - portfolio mark 


Can you 


him. . 


Vfe need him to provide 


Abhayad 

Kamat/Newyork/DBKA/DeuBa5DBAMERICAS 


PM 


02/07/2007 12!5< 


To 


Bog2a/N«wyork/DBNA/DeuBa0DSWiERICAS«M:UBAINT 


Ilinca R 


CONFIDENTIAL - PRODUCED TO M&T PURSUAll 
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Subject 


Rs : FV: Gemstone 

CDO 7 ~ portfolio mark; (Document link: Ilinca R 
Bogza) 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 
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Che martis we got froia jordari are too low... and it will take quite some time if we try to take on an 
exercize where we try to get Vevin and Jordan to agree on the correct marks, so alternatively we ask kevin 
to provide us the detailed marks, worth asking. 


ninea R 

8ogza/Newyork/DBNA/DeuBa9DBAMERICAS 


m 


02/07/2007 12;i>2 


To 


Abhayad . Kama 1 8db . com 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 
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Fut Gemstone CDO 7 - 

portfolio 

mark 


CONFIDENTIAL ■ PRODUCED TO M&T PURSUANT TO PROTECTIVE OM)ER 
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Why can we not show a priced portfolio?? we need to show this 

Forwarded by Ilinca R Boqza/NewYork/DBNA/DeuBa on 02/07/200? 12:52 

PM 

Abhayad Kamat/NewYorV/DBNA/DeuBaeDBAMERICAS 
02/07/2007 12:51 PM 

To 

kjenks.Jhbk.com, MLukeschehbk .com, rwish8hbic.com 

Ilinca R 3ogza/Nev;yor)c/DBNA/DeuBa8D8NA8DEUBAlNT. Chehao 

U/NewYork/DBHA/DeuBa 

Subject 

Gemstone CDO 7 - portfolio mark 


Kevin, 

what is the overall gain/ioss (based on current marks} on the Gemstone CDO 
7 portfolio? 


Abhayad Kamat 
Global CDO Group 
Deutsche Bank Securities Inc. 
60 Viall Street, 19th Floor, 
New York, NY 10006-2858 
(212) 250 -0526 work 

(732) 578-2890 fax 


— — Redacted by the remtoeflt 

SabcMiBifttec OB inrcsiigaifoas 
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Qjnca R 

Bogza/NrwYork/DBNA/DeuB^^BAMERlCAS 
02/07/2007 02:46 PM 


ToMAwyad 

Kam«/NewYork4>BNA/DeuBa@D8AMER3CAS@DEUBAI>rr 
ccCh^ao Lu/NewYork/DBNA/Deu8a@DBAinericas 
bcc 

SutqectRe: Fw: New simpler priciog 


Can we include that in the disclaimer? 


Afahayad 

Kamat/NewYcrk/DBKA/DeuBaeDBAMERICAS 


PM 


02/07/2007 02:14 


To 


Chehao 

Lu/NewYork/D3NA/DeuBa, Ilinca R 
Bogia/NewYork/DBNA/DeuBaSWSNAeOEUBAINT 


cc 


CONFIDENTIAL - PRODUCED TO M&T PURSUAJf 
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Wall Street & The Financial Crisis 
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Subject 


pricing 


Fw: New simpler 


COKFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSi_007n487 

DB_PSL00711487 
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use this for the current prices to be sent to investors, but pis note to investors that this is frin hbk. 


Rbhayad Kamet 
Global CDO Group 
Deutsche Bank Securities Inc. 

60 Wall Street, 19th Floor, 

New York, NY 10005-'2858 
(212) 250-0526 work 
<917) WHBV 
(732) 57B-2890 fax 

Forwarded by Wshayad Kamat/NewYork/CeNA/DeuBa on 02/07/2007 02:13 PM 


Redacted by tbt PcmaBeni 
Stibcwnaittee ob iBveitq(atioB> 


"Kevin Jenks" 
<k}eriksShbk.coui> 


PM 


02/07/2007 02:06 


To 


Kamat/NewYork/DBNA/DeuBaeDB/'jnericas 


Abhayad 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 
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Subject 


pricing 


New simpler 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSI_007I1489 

DB_PSL00711489 
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[attachment "Pricing of gem 7.xl$" deleted by Ilinca R Boqza/Nev/York/DBNA/DeuBa] 
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From: Kevin Janks 

Sent; Wednesday. February 7. 2007 01 :23;58 PM 

To: Jason Lowry 

Subject: FW: Gemstone CDO 7 - portfolio mark 

Need tine Item marks for cdo portfolio use dec or jan depending ai t^iich is better 


From; Atrfiayad Kamat 

Sent: Wednesday, f=ebruarY 07, 2007 12:5i PM 
To: Kevin Jenks; Marco Lukesch; Rachd Wish 
Cc: Ilinca R Bogza; Oidiao Lu 
Subject: Gemstone CDO 7 - portfolio mark 


Kevin, 

what is the overall gain/loss (based on current marks) on tfie Gemstone CDO 7 portfolio? 


Abhayad Kamat 
Global CDO Group 
Deutsche Bank Securities Inc. 

60 Wall Street, 19th Floor. r 

New York. NY 10005-2858 I — • - hy Hw PcrmaneBt 

(21 2) 2504)526 work | Subeen aiitiff on tnvcM^ations 

(732) 578-2890 fax 


This e-mail may contain confidential and/or privileged information. If you 
are not the intended recipient (or have received this e-mail in error) 
please notify ^e sender immediately and destroy this e-mail. Any 
unauthorized copying, disclosure or. distribution of the material in this 
e-mail is st'ictly forbidden. 


Confidential Treatment Requested GEM? -00003084 


Permanent Subcommittee on Investigations 

Wall Street & The Financial Crisis 
Report Footnote #1471 


12:16 May 12, 2011 Jkt 066050 
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Sent: 

To: 

Subject 

Attachments; prices sent to kevin 2007D306.xls 

This is our estimate of our portfolio marks currency. This is rtot 3rd party as we have not gotten all for 
February. We are approx dovm 30mm 


Proin: P3t4 Maiimi 

Sent: Tuesday, March 06, 2007 6:20 PM 
To: Ke^nJenks 
Cc: Jason Lovny 
Subject: Updated prices 


Kevin Jenks 

Wednesday. March 7, 2007 08:44:15 AM 

Abtayad Kemat; 'llinca R 8ogzs‘[ilinca.r.boeza@(ft.coml 

FW Updated prices 


Confidential Treatment Request 


Permanent Subcommittee on Invettigations 
Wall Street & The Financial Crisis 
Report Footnote #1475 


GEM7-00001958 
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Greg To"Richard Dalbert" 

Lippmann/NewYorlt/DBNA/DeiiBa@DBAMERICAS <richard.(Jalbert@db.com> 

03/03/2007 07:44 AM bcc 

SubjectFw: Fremont Shut Down Sub-prime 
business 


Call me if you want. 


Sent from my BlackBerry Handheld. 


From; Rajeev Misra 

Sent; 03/03/2007 05:34 AM 

To: Greg Lippmann 

Cc : Richard DAlbert; Anshu Jain 

Subject; Re: Fremont Shut Down Sub-prime business 

Well, no regrets. Let’s hold tight on our shorts now. It will be a bumpy mkt to mkt 
ride but we will prevail. 


Sent from my BlackBerry Handheld. 


From: Greg Lippmann 
Sent: 03/02/2007 06:44 PM 
To: Rajeev Misra 
Cc: Richard DAlbert 

Subject; Fw: Fremont Shut Down Sub-prime business 

Well, we covered some a bit too early. 

NEW to CCC Watch Meg at S&P from B- Watch Neg 

♦NEW CENTURY SAYS U.S. ATTORNEY CONDUCTING CRIMINAL PROBE 

♦NEW CENTURY SAYS U.S. ATTY PROBE ON TRADING, ACCOUNTING ERRORS 

•NEW CENTURY SAYS NYSE REVIEWING TRANSACTIONS IN ITS SECURITIES 

•NEW CENTURY SAYS SEC REQUESTED MEETING ON RESTATEMENT 

•NEW CENTURY SEEKING TO OBTAIN WAIVERS FROM LENDERS 

•NEW CENTURY SEES REPORTING PRETAX LOSS FOR 4Q, YEAR 

•NEW CENTURY SEES CONCLUDING MATERIAL WEAKNESSES WERE PRESENT 


Sent from my BlackBerry Handheld. 


From: Ryan Stark 

Sent: 03/02/2007 05:53 PM 

To: Greg Lippmann; Hiroki Kurita; Jordan Milman 

Cc: Philip Weingord; Frank Byrne; Anilesh Ahuja; Michael Commaroto; Andrew Peisch; 
Glenn Minkoff 

Subject: Fremont Shut Down sub-prime business 
This is real - not a rumor. 


Ryan Stark 
Director 

Deutsche Bank Securities 
60 Wall St. 

NY, NY 10005 
212-250-8473 
9I7-|HHam cell 


Confidential Treaimcnl Reauested by DBSI 
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Fremont General Corporation (the "Company") could not file its Annual Report on 
Form 10-K for the fiscal year ended DecCT4>er 31, 2006 by March 1, 2007 without 
unreasonable effort or expense for the reasons set forth below. 

In light of the current operating environment for subprime mortgage lenders and 
recent legislative and regulatory events, Fremont Investment & Loan, the 
Company's wholly owned industrial bank subsidiary ("FIL"), intends to exit its 
subprime residential real estate lending business. Management and the board of 
directors are engaged in discussions with various parties regarding the sale of 
the business. 

Additionally, the Company expects that it, FIL and the Company’s wholly owned 
subsidiary, Fremont General Credit corporation {"FGCC"), will enter into a 
voluntary formal agreement, to be designated as a cease and desist order (the 
"Order"), with the Federal Deposit Insurance Corporation (the "FDIC"). Among 
other things, the Order will require FIL to cease and desist from the following; 

o Operating with management whose policies and practices are detrimental 
to FIL; 

o Operating FIL without effective risk management policies and 

procedures in place in relation to FiL's brokered subprime mortgage 
lending and commercial real estate construction lending businesses; 

o Operating with inadequate underwriting criteria and excessive risk in 
relation to the kind and quality of assets held by FIL; 

0 Operating without an accurate, rigorous and properly documented 
methodology concerning its allowance for loan and lease losses; 

o Operating with a large volume of poor’ quality loans; 

o Engaging in unsatisfactory lending practices; 

o Operating without an adequate strategic plan in relation to the 

volatility of FIL's business lines and the kind and quality of assets 
held by FIL; 

0 Operating with inadequate capital in relation to the kind and quality 
of assets held by FIL; 

0 Operating in such a manner as to produce low and unsustainable 
earnings; 

o Operating with inadequate provisions for liquidity in relation to the 
volatility of FIL'S business lines and the kind and quality of assets 
held by FIL; 

o Marketing and extending adjustable-rate mortgage ("ARM") products to 
subprime borrowers in an unsafe and unsound manner that greatly 
increases the risk that borrowers will default on the loans 


2 

^PAGE BREAK===» 


or otherwise cause losses to FIL, including (1) ARM products that 
qualify borrowers for loans with low initial payments based on an 
introductory rate that will expire after an initial period, without 
adequate analysis of the borrower's ability to repay at the fully 
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indexed rate, (2) ARM products containing features likely to requite 
frequent refinancing to maintain affordable monthly payment or to 
avoid foreclosure, and (3) loans or loan arrangements with 
loan-to-value ratios approaching or exceeding 100 percent of the value 
of the collateral; 

o Making mortgage loans without adequately considering the borrower's 
ability to repay the mortgage according to its terms; 

o Operating in violation of Section Z3B of the Federal Reserve Act, in 
that FIL engaged in transactions with its affiliates on terms and 
under circumstances that in good faith would not be offered to, or 
would not apply to, nonaf filiated con^anies; and 

o Operating inconsistently with the FDIC's Interagency Advisory on 
Mortgage Banking and Interagency Expanded Guidance for Subprime 
Lending Programs. 

The Order will also require FIL to take a number of steps, including {1) having 
and retaining qualified management; (2) limiting the Company's and FGCC’s 
representation on FIL's board of directors and requiring that independent 
directors comprise a majority of FIL's board of directors; (3) revising and 
implementing written lending policies to provide effective guidance and control 
over FIL's residential lending function; (4> revising and implementing policies 
governing communications with consumers to ensure that borrowers are provided 
with sufficient information; (5J implementing control systems to monitor whether 
FIL's actual practices are consistent with its policies and procedures; (6) 
implementing a third-party mortgage broker monitoring program and plan; (7) 
developing a five-year strategic plan, including policies and procedures for 
diversifying FIL’s loan portfolio; (8) implementing a policy covering FIL's 
capital analysis on subprime residential loans; (9) performing quarterly 
valuations and cash flow analyses on FIL’s residual interests and mortgage 
servicing rights from its residential lending operation, and obtaining annual 
independent valuations of such interests and tights; (10) limiting extensions of 
credit to certain commercial real estate borrowers; (11) implementing a written 
lending and collection policy to provide effective guidance and control over 
FIL’s commercial real estate lending function, including a planned material 
reduction in the volume of funded and unfunded nonrecourse lending and loans for 
condominium conversion and construction as a percentage of Tier I capital; (12) 
submitting a capital plan that will include a Tier i capital ratio of not less 
than 14% of FIL's total assets; (13) implementing a written profit plan; (14) 
limiting the payment of cash dividends by FIL without the prior written consent 
of the FDIC and the Commissioner of the California Department of Financial 
Institutions; (15) implementing a written liquidity and funds management policy 
to provide effective guidance and control over FIL's liquidity position and 
needs; (16) prohibiting the receipt, renewal or rollover of brokered deposit 
accounts without obtaining a Brokered Deposit Waiver approved by the FDIC; (17) 
reducing adversely classified assets; and (18) implementing a comprehensive plan 
for the methodology for determining the adequacy of the allowance for loan and 
lease losses. 

In addition, the Company is analyring, in connection with the preparation of the 
Company's consolidated financial statements as of and for the period ended 
December 31, 2006, the FDIC’s criticism with respect to the Company's 
methodology for determining the carrying value of the Company's residential real 
estate loans held for sale. 
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Michael ToGreg 

L8mont/NewYork/DBNAyDcuBa@DBAMERICAS Lippmann/NewYork/DBNA/DeuBa(^DBAmericas 

03/1 5/2007 08;33 AM bcc 

Sut^ectFw: IlBK-pIs read 


lets discuss this when you have a chance, long story 

Forwarded by Michael Lamont/NewYork/DBRA/DeuBa on 03/15/2007 00:33 AM 


Anshu Jain/DMGGM/DMG 
UK/DeuBa@DBEMEA 


PM 


03/14/2007 06:36 


To 


Fred Srettschneider/NewYork/DBNA/0eu8a6DBAjiierica5t}DBAMERICAS@DEUBAINT, Rajeev 
Misra/DMGGM/DMG UK/DeuBa6DBEMEA, Yassine Bouhara/DMGEQ/DMG UK/DeuBa8DBEMEA, Pablo 
Caidetini/NewYork/DBNA/DeuBa6DBAineEicas, Barry Bausano/NewYork/OBNA/DeuBagDEAinericas, Jonathan 
Hitchon/DMGEQ/DMG 
UK/DeuBagCBEMEA 


Permanent Sufacomniittee on Investigations 
Wall Street <& The Financial Crisis 
^^^Repor^Footnot^i479^^^ 
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cc 


Michael Lamont/Newyorlt/DBNA/DeuBaeDBAinericaa, Richard 
DAlbert/NewYock/DBNA/DeuBa0DBAmericas 


Subject 


read 


Re; HBK-pls 


Confidential Treatment Requested bv DBSI 


DBS1_PSI_EMAIL020648 i 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 01451 


Fmt 6602 


Sfmt6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1448 


VerDate Nov 24 2008 


Footnote Exhibits - Page 2200 


Well done. . 


Front! Fred Brettschneider 
Sent! 03/14/2007 06s25 PM BDT 

To: Anshu Jain; Rajeev Misra; Yassine Bouhara; Pablo Calderini; Barry Bausano; Jonathan 
Kitehon 

Cc: Michael Lament; Richard DXlbcrt 
Subject: KBK-pls read 

We believe that we have reached an acceptable compromise with HBK. We will be restructuring Che 
unsold mezz Aaa and we will underwrite the senior portion leaving them with the junior piece. We 
are still hopeful of selling the entice tranche but this "re-tranching” vastly .mitigates our 
rish. HBK seems pleased with the outcome and was appreciative of our efforts. 

Freddie 


Sent from my BlackBezry Handheld. 
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Larry 

Plkis/NewYorka>BNA/I>eaBa@DBAMERICAS 

03/27/2007 10:34 AM 



michaeLjones@db.oom 

cc 


bcc 

SutjcclAs sent to Bill Heajy on HBK 


Discussion points: 

** On Feb '21 HBK priced GEMSTONE 7 in a weaX market for CpOs 

** Only about half the deal cleared up and down the capital structure with HBK taking 
down the balance as agreed in advance, 

** Earlier during the structuring phase, we had advised them against adding a 2-year 
revolving (reinvestment) period rather than leaving it a static deal as in past deals 
but they insisted on this new feature. This process pushed the deal marketing back 2 to 
3 weeks into a worse time for CDOs and added a feature not favored by investors. 

** 400iam of the unsold bonds were a middle (merz) AAA class that were expected to be 
purchased by an investor who backed out at a late stage due to a deteriorating market. 

** HBK was upset about this and wanted DB to take these bonds down, threatening to 
curtail business globally with HBK if we didn't. 

** In the end we agreed to carve this 400nin into a senior and junior piece and DB took 
down the senior 200mm, with HBK keeping the junior 200tnm. 

Bill- side note that they did increase the deal size from ISOimti to 1 . Ibb but we did not 
have any problem with that or advise against it. 

If you think I have still left out some info that clarifies anything, please let me know. 


Larry Pike, CFA 
Director 

Deutsche Bank Securities, Inc. 
225 Franklin St., 24th Floor 
Boston, MA 02110 
(€17) 217-6422 


Gemstone 7 


DB holds 

200Riin Class A-lbl 

HBK owns 
200nan A-lb 11 

31.9neDi Class B (about a third of this class) 
38.3inm Class C (a little over half of this class) 
36.linm Class D (about 2/3 of this class) 

They take down the BBs and equity in their deal 


Below is the capital structure. The A-lb was expected to be sold but the account backed 
out and is NOT considered to be still actively looking at it. The class is being split 
further with DB keeping the senior 200inm of risk in that class and HBK keeping the 
junior 200mm of risk. 


CLASS RATING (M/S) 
A-la Aaa/AAA 
A-lb Aaa/AAA 

A- 2 Aaa/AAA 


SIZE (MM) 

244.0 
400-0 

159.0 


SIZE(%) WAL{YR) 

22.2 2.1 

36.3 3.1 

14.4 4.9 


COUPON PRICE 
NA NA 

L+ 0.35% 

L+ 0.47% 100% 


DM 

NA 

L+ 0.47% 
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B Aa2/AA 

C A2/A 

D Baa2/BBB 

E Bal/BB+ 

SUB 


96.9 
68.3 
55.1 
IB. 7 
59.5 


8.6 

6.2 

S.O 


5.4 


5.6 w 0 . 66 % - Page 2202 

6.2 h+ 2.25% 97.02640% L+ 2.85% 

5.7 1,+ 4.75% 98.91859% L+ 5.00% 

6.3 NA NA HA 
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Greg 

Ijppmann/NewYork/DBNA/DeuB^)DBAMERlCAS 


ToRich 

Rizzo/New York/DBNA/DeiiBa@DI 
cc 


02/20/2007 05;36 PM 


bcc 

SubjectRe: Gemstone CDO 7 - HBK - repos 


we dont have much choice either we repo for them or we take it down. . .so we will need 

to mark it etc. . . 


Greg H. Lippmann 

Managing Director 

Deutsche Bank securities Inc. 

3rd Floor 

60 Wall Street 

New York, New York 10005 

Phone (212) 250-7730 

Fax (212) 

greg . lippmannSdb . com 


by Ae ftnaiBent 
Ssbeeaimiitcc on Invest^titNis 


Rich 

Rizzo/NewYork/DBNA/DeuBa 


02/20/2007 09:32 
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PM 


To 


Lippmann/NewYork/DBNA/DeuBaeDBAmericas 


Greg 


cc 


Subject 
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Your. call here 

My concern is mostly about monitoring - seems like this requires the pool to be priced 
and hbk generally views market as tighter than it is 

Also recall ilinca I think took 10-20M4 of gemst 4 and 5 BBs back from jenks - they've 
been trying to sell and got a 25bid (from deveaney) 


Sent from my BlackBerry Handheld. 


From: Greg Lippmann 
Sent: 02/20/2007 04:06'PM 
To: Abhayad Kamat 
Cc: Rich Rizzo 

Subject: Re; Gemstone CDO 7 - HBK - repos 

i dont understand these. . .seems backward....! would say 20% haircut on A and 30 on BBS 
at the moment. ... seems you are 15 and 25.... 


Abhayad 

Kamat/NewYork/DBNA/DeuSa 
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PM 


02/20/2007 09:02 


To 


Lippinann/NewYork/DBNA/DeuBa 


Greg 


cc 


Riz2o/NewYork/DBNA/DeuBa8DBAmericas 


Rich 
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Subject 


repos 


Gemstone CDO 7 - HBK - 
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Greg, 

HBK's Gemstone- CDO 1 is pricing tomorrow and we will probably have 40-50% of the As and 
BBBs' unsold -- about $3Sm As and $30m BBBs. HBK will take these tranches back but we 
would like to offer them repos on these tranches if possible. 

Would you be ok to offer repos at the following advance rates: 

Rating Advance Rate % 

A2/A 85% 

Baa2/BBB 751 

Rating Advance Rate % (based on par) Advance Rate % (based on pool market 

value) 

A2/A 12.0% 6.5% 

Baa2/BBB 7.0% 1.5% 

- CDO purchased pool at price of -96.5% (271 BB assets); based on current market, pool 
is down 2.0% since purchase. 

Once you confirm if ok on the advance rates, I will check with Alain Van-Loo for 
interest rates to be charged. 

thanks . 

Abhayad 


Abhayad Kamat 
Global CDO Group 
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Deutsche Bank Securities Inc. 
60 Wall Street, 19th Floor, 
New York, NY 10005-2858 
(212) 250-0526 work 
(917) cell 

(732) 578-2890 fax 


Footnote Exhibits - Page 2210 


•• l"ve«lsBions 


Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/20/2007 03:44 PM 


"ILINCA BOGZA, DEUTSCHE B7U4K SECURI” 
<ibogza@bloomberg . net> 


Sent by: 

ibogza(3bioorobe rg.net 


To 


recipients: ; 


undisclosed- 
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02/20/2007 ,03:17 
PM 


Subject 


•* UPDATE ${1.11 BLN GEMSTONE VII ** 

REVISED TALK 
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** UPDATE GEMSTONE CDO 1 , A $tl.iJBLN MEZZANINE ABS CDO MANAGED BY HBK 
** EXPECTED PRICING FEB {21ST]. 


CLASS 

RATING(M/S) 

SIZE(NW) 

SIZE{%} 

WAL(yR) 

PRICE TALK 

lOI 

A-1 

Aaa/AAA 

[716.0] 

[65.0] 

(3.2) 

* CALL DESK * 

— 

A-2 

Aa a/AAA 

[87.0] 

{7.9) 

(5,31 

* NOT OFFERED * 

— 

B 

Aa2/AA 

196.9] 

18.8] 

(6.0) 

L+ (0.62% AREA) 

90% 

C 

A2/A 

(68.3) 

16.2) 

(6.3) 

L+ (2.65% AREA) 

75% 

D 

Baa2/BBB 

[55.1] 

{5.0} 

(5.7) 

L+ [5.00% AREA) 

75% 

E 

SUB 

Bal/BB+ 

118.7) 

(59.5) 

[1.7] 

[5.4] 

(6.3) 

* CALL DESK • 



This has been prepared solely for informational putrposes. it is not an offer, 
recommendation or solicitation to buy or sell, nor is it an official confirmation of 
terms. It is based on information generally available to the public from sources 
believed to be reliable. No representation is made that it is accurate or complete or 
that any returns indicated will be achieved. Changes to assumptions may have a material 
impact on any returns detailed. Past performance is not indicative of future returns. 
Price and availability are subject to change without notice. Additional information is 
available upon request. 
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STANDARD 

&POOR’S 


Footnote Exhibits - Page 221 3 



fUtings Scnfas 5$ Water Street, Boor 

New Yorti, NY xoo^i-oooj 
212 438 2000 Tel 
2t2 433 2650 Fax 


MarcixlS, 2007 


Genstone CDO VH Ltd, 
do Deutstdte Bask (Cayman) Limited 
P.O.Box 1 984 QT 
Elizabethan Square, Grand Cayman 
Cayman Islands . 

Attrition: The Directors 

Re: GemstflBe CDO Vn LtcUGcmstone CDO VH Cor& 

U.S.S244, 000,000 Class A-la Floating Rate Notes Due December 2045 
U.S.$400,000,000 Cass A-lb Floating Rate Notes Due December 2045 
U.S.$1S9,000,000 Cass A>2 Floating Rate Notes Due December 2045 
U.S 396,900,000 Class B Floating Rate Notes Doe December 2045 
D3.$68,500,000 Class C Floating Rate Deferrable Interest Notes Doe December 
2045 

D.S.$55,100,000 Class D Floating Rate Deferrable Interest Notes Doe December 
2045 

U,S.$18,700,000 Class E Floating Rate Deferrable Interest Notes Due December 
2045 

Dear Sir or Madam: 

Pursuant to your request for a Standard & Poor’s rating on tiie above-referenced obligations, we 
have reviewed the infbnnation submitted to us and, subject to the enclosed Terms and 
Conditions, have assigned ratings to the classes as follows: 


Class 

Amount 

Matoritv 

Rating 

A-la 

U.S.$244,000,000 

December 12, 2045 

AAA 

A-lb 

U.S.S400,000,000 
U.S.$159,000,000 . 

December 12, 2045 

AAA 

A-2 

December 12, 2045 

AAA 

B 

U.S.$96,900.000 

Decembo' 12, 2045 

AA ■ 

C 

U.S.$68,300,000 

December 12, 2045 

A 

D 

U.S.$55,IOO,OO0 

Decembo' 12, 2045 

BBB 

E 

U.S.$I8.700,000 

December 12, 2045 

BB+ 


The rating is not investmojt, financial, or other advice and you should not and cannot rely tqxin 
the rating as sudi. The rating is based on infonnation supplied to us by you or by your agents 
but does not rqiresent an audit We undertake no duty of due diligence ot independent 
vaification of any information. The assignment of a rating docs not create a fiduciary 
relationship between os and you or between us and other recipiajts of the rating. We have not 
consented to and will not consent to being named an “expert” under foe tqjplicable sewrities 


www.5fondardandpoors.com 
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laws, including without limitatior^ Section 7 of the U.S. Securities Act of 1933. The rating is not 
a ‘Wiket rating” nor is it a recommcaidation to buy, hold, or sell the obligations. 

This i^ter ccmstitutes Standard & Poor's pomission to you to disseminate tiie above-assigned 
rating to inteaestod parties. Staialard & Poor's reserves the ri^t to in£>nn own clients, 
subscribers, and tiie public of tiie rating. 

Standard & Poor's relies on tiie issitor and its counsel, accountants, and other experts for die 
acairac^ and co^:^>leteae8S of die information submitted in connection with die rating. This 
rating ui based on financtal infonnation and documents we recdved prior to the issuance of this 
let^. Standard & Poor's assumes that die documents you have provided to us are fiml. Ifany 
subsequoil changes were made in the final documents, you must notify us of such changes by 
sendii^ us die revised final documents with the changes dearly marled 

To maintain die rating, Standard & Poor's must reedve all relevant financial information, 
including all reports submitted to the trustee, as soon as such information is available. Placing us 
on a distribution list for diis infonnation would facilitato die process. You must pron^dy notify 
us of all matorial chan^ in die financial inforroation and die documents. Standard & Poor’s 
may change, susprad, withdraw, or place on CreditWatch the rating as a result of chan^ in, or 
unavailability of, such informatioa Standard & Poor's reserves the ri^ to request additional 
information, if nec^sary, to maintain the rating. Plea^ send all information available via 
electronic delivery to: SCDO surveiilance^andp.com . In addition, please send hard copies of 
alt mforroation to: Standard & Poor’s Ratings Services, 55 Water Street, 42°^ floor. New York, 
New York 10041-0003, Attention: SCDO Sun^Uance Oroiqi. 

Standard & Poor’s is pleased to have the opportunity to be of service to you. For more 
information please visit our website at www.standardandpooT8.com. If we can be of help in any 
other way, please contact us. Thank you for choosing Standard & Poor's and we look fi^ard to 
wotking with you again. 

Very truly yours, 


Standard & Poor’s Ratings Services, 
a division of The McGraw-Hill Companies, hic. 



Analytical Contact: William Leong 
212-438-1387 


Confidentiai Treatment Requested GEM7-00001659 


i 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 


Frm 01466 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1463 


Footnote Exhibits - Page 2215 


STANDARD 

&POOR’S 


standard & Poor’s Ratings Servicas 
Terms and Conditions 
Applicable To 

U.S. Structured Finance Ratings 

Scope of You uQ&s«tBiid ami agree tfaat(0 BP issue ratios reflects StBodard afoot's current opMos of Oie 

timt pny menty of pripc^ml 8od iidesest be ottiSe OB a timely basis in accordance wttit tte terms of die 

Q 5 ) a rating is an rqtinion ami is not a verifiaUe statement of &ct, (iii) ratings are based on inf orm a t ion 
tni rft lird to Standard & Pock’s try an issno' or its agenti and iq>oa other infianriation obiairod by Standard & Pock’s 
fifXQ odier Bournes it coas^eas reliabte, (iv) Standard & Pcxk’s does not pertimn an oodit in ccnmecticm witii any rating 
andaratu^doesnotrepieseait an audti by Standard & Poor's, (v)Staodanl& Poor’s relies on die issuer, its accountant, 
ry wmw i^ emri <Tt|i |p r coByletBpess of the tn^K iustion soboBtted in oc n nec tw a with die n^cg 

and sarveOlance iscKess, (vQ Standard & Pcxir's undertakes no chity of due cbligence or i&dqsendent verilBcation of ai^ 
mfbmration, (vu) Standard & Poor’s does not and <»aiot guarantee die accuracy, completen^ or time l in e ss of tbe 
iafinmmiem relied cm is conooction with a rating or the resuha obtained fiom tiK use of such infonnatkm, (vtiQ 
R wmHiw H & Pcxir's may raise, lower, suspend, place on CreditWatch, or widuhvw a rating at any time, in Standard & 
Poores sote dberetkm, and (u) a rating is not a ‘’maiket” rating nor a recommendation to buy, bold, or sell any financial 
obligation. 

p»Mtra.rirm Standard & Poor’s reserves the ri^ to public dissemiaate, or license othera to public or d i s semina te 
die rating and the rationale for die rating you ^ecifically request that the rating be ass i g ne d and m amhrtnrd on a 
{fa coofidotiial fating subsequently becomes public through disclosure by the issuer or a third 
party other than Standard & Poor’s, Standard & Poor’s resents dm right to imblish it. As a matter of policy. 
Standard & Pock's publishes ratings for alt public issues and 144A issues in die U.S. mariret Standard Sc. Poor's may 
release aoatytical tqxirts describing the transactioa and esqplaining the basis of our rating in our sob discretion, and we 
acknowbdge that these repms are not issued by on bdsalf of you ca- at your request. Standard & Poor’s may publish 
explanations of Standard &. Poor's ratings enteria fiom time to time bikI nothing in this Agrcanein shall be construed 
as limiting StarKlaid& Poor’s abi^ to modify re refine Standard & Pock's criteria at aio'tisie as Standard & Poor’s 
deems apprc^Kiate. 

Information to be Provided bv You . You shall meet with Standard & Poor's for an analytic review at any reascmabie 
time Standard & Pock’s requests, Ycni also agree to jKovide Standard A Poor’s prmnptly with all infonsation 
relevant to the rating and surveUlance of tbe rating including informal ion on material changes to information 
previewaly siqipHed to Standard A Poor’a Tbe rating may be affected by Standard & Poor’s opinion of tbe 
aemmey, conqilemness, timeliness, and reliability of information leceiv^ from you ck yocr agents. Standard & 
Poor's itTwWtaifM no di^ of due ditigewM or indqiendent verification of mformation provided by you or your agents. 
Standard A {foot's reserves (he right to withdraw the rating if yoo or your agents foils to provide Standard & Poor's 
with Kicurab, ccmqileie, timely, ck reliable infmmation. 

fVttifi/timHni Ttifom ^i Arinn Por purposcs of tius Agreement, “Confidential Information” shall mean mformation 
received by Stai^anl & Poor's &om you ck your agents which has been mariced “Proprietary and Confidential” ck in 
resqiect of \ritich Stamlard A Poor'a has reedved qiocnfic written notice of its proprietary and confidential natme. 
NotwitiistBuding the foregoing, information disclosed by you ck your agents shaD not be deemed to be Cemfidentiai 
rn foT fu gtic*", ami Stazuford A Poor's shall have no obligation to treat such infonnation as Confidential bfinmation, 
if such (i) was substantially kiuwn by Standard & Poor’s at the time of such disclosure, (ii) was known 

to tiie publb at ttie of such disclosure, (iii) becomes known to tbe public (ofoer than by Standard A Poor’s act) 

subsequent to sucdi discbsuie, (iv) is disclosed bwfblly to Standard & Poor’s byathtidpar^mbseepresttosuefo 
disclosure, (v) u developed hidepauiently by Standard A foot’s without reforeoce to the Confidemral fodbosmioo, 
(vi) is approved in writing by yon for public dUclosnre, ck (viO is required by law to be disclosed by you ck Stai^ard 
A Pock’s, provided titat notice of aicb required disclosure is given to you. Commencing on ti» date hereof 
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StandaM & Poor's iviU use Confidential lafonsatioa only la co cnsctaoa with die Bsst^mtent and monitoriag of 
ratings and m>t directly disclose any ConSdantial lafonnatiw to any dunl pai^. Standard & Poor's may also 

use Confitfenfial lafimnadon fin- reKsrcb and modeling purposes provi^ doat Aas Confidesttisl fiiformation is not 
IxesettedmawaydiatcaDbedhecttytiedtoyoQ. Yon agree dot die Confidential ha&nnatioB ntay be used to 
raise, lower, so^Kod, wididraw, and place on CreditWatch any ratisg if the Confidendai In&nnation ia not direcdy 
diKlosed. 


Stsidard_& Poor's Not an Advisor. Fiduciary, or ExpcbI You undemand and agree that Standard & Poor's is not 
actiQg as an imrestmoat, financial, or (^ber advisor to you and diat yon should not and cannot rely t^pon the rating or 
any other infonnation provicted by Standard & Poor's as investmcDt or financial advice. Nothing in this Agrees^ 
is isteo^ to or should be cmistr^ as creating a fiduciary relationship between Standani & Poor’s and yon <a 
between Standard & Poor's and rec^ients of the rating. You understand sod agree that Stauhnd & Poor’s has not 
cmisented to and will xiot consent to being named an "expeit” tmder the ^splicable securities ^ws, inchaling wi&out 
limiration. Section 7 of tite U.S. Securities Act of 1933. 

limitation on Dana^tes. Yos agree that Standard & Poor's, its officers, directors, shardiolders, and employees sdiaU 
not be liable to yon or any other person for any actions, daimges, claims, liabilities, costs, coqKDua, or k»ses m wf 
way arising oiU of or rehting to the rating or ^ related analytic services provided for in an aggregme amount in 
excess of the ^^gats foes paid fo Standard & Pom's fm the rating, except for Standard & Poor’s gross uegiii^mce 
orwiUfolnusconduct In no event shall Standard & Poor’s, its officers, directon,shBTeholdeis, or enipbyecs be 
liable for consequential, special, indirect, incidental, punitive or exen^lary damages, costs, ex p e n ses, foes, or 
losses (ixmhiding, witiiout limitatirm, lost profits and opportsai^ costs), fo furtheraiice and not in limitation of tiie 
fine^ing, Standmd & Poor's will not be liable in respect of any decisions made by you or any other person as a 
r^ilt of tim issuance of die rating or tite related analytic services provided by Standi & Poor’s beretmder or based 
OB anytiung tiiat qipeara to be advice or reconunendations. The provisions of this paragraph shall apply regardless 
of the form of action, damage, claim, liabili^, cost, expense, or loss, whether in contract, statute, tort (including, 
without Kmirwrinn, negl^OKe), or otherwise. You acl^wledge and agree tiiat Standard & Pom’s docs not waive 
any protections, privileges, or defenses it nuy have under law, including but not limited to, the First Amendment of 
the Constitution of tiie United States of America. 

Term . This Agreement shall terminate when tiie ratings are withdrawn. Notwithstanding the forgoing, the 
psragr^bs above, ‘Xbnfidential loforeiatiOD", “Standard & Pom’s Not an Advism, Fiduciary, m Expat”, and 
“Limitation on Damages”, shall survive tiie termination of tius Agreement m any witiidrewal of a rating. 

Third Parties . Nothing in titis Agreement, m the rating when issued, is intended or diould be construed as creating 
any rights on behalf of any third parties, inchidmg, wititom limitation, any rocipiail of the rating. No person is 
intended as a third party beneficiary to this A^ecment m to Che rating when issued. 

Rindinp Rffget This Agreement Shall be binding OB, and ioore to the benefit oL the parties hereto and their succcssoTS 

and assigns. 


Severability . In the event foat any term or provision of this Agreement shall be held to be invalid, void, or 
unenfince^le, that the remainder of tiiis Agreement shall not be affected, impaired, or invalidated, and each such 
tom and {aoviskm shall be valid and enforcofole to the fhUest extent peixmt^ by law. 

nnnmtete Ageement Tina Agreement constitutas the conylete ag r ec moi t bet we en the parties with req?ect to its 
aitjemmattcr. This Agreement may not be modified exc^ in a writing signed by aotfamized representatives of bc^ 
paitfos. 


GowmingLaw . This A g ree me nt and tin latii^ letta shall be governed by tiie internal laws of the State of New 
Yodc The parties agree that tiie state and federal cools ofNew York shall be the exchiaivefintims fin* my dhpite 
arising out of this Agreenrent and the parties hereby consent to the personal jurisdiction of such courts. 
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MRR-15-2007 13:20 


WODDY'S INVESTORS 


March IS. 2007 



MoofQf'* fnvwstofs 9«rvie0 


<^a3h»e CDO Vn 

c/oDoutsd»6s(d(<C^>m8a)Umit6d 99 ChufiA Straet 

P.O.Box 1984 OT,EIIrabe4aiS<iM« Now n»*; Ns>» Vb* lOOOr 

CeMse Tows, Cmul C^nua 

fflltwwfc 


GanAose GK) Vn Coip. 
c/o ft Assodates 
SSO libraiy A^buc Soils 204 
NewAik. C^Wtfo 1971 1 

Oeutsc^ Bai^ Tnisi Cco^Nuty Americu 
1 762 Easi St. Andrew Place 
Sada Ana, Calilbtma 92705 

Re: VS. $244,000,000 A-UFloaunff Kotea Due Dcownher 2045 (dw Xiau A-1 a Notes^ 

U.S, $400,000,000 data A-lb Floating Rate Note* Dus December 2045 (the “Cta« A-lb Notes^ 

U.S. $159,000,000 Chm A»2 Floatng Rate Note* Due December 2045 "ClaM A-2 Mowa*^ 

U.S. $96,900,000 Clam B Floating Rate Notes Doe Decesnber 2045 (Qie "ana B NsteO 
U.S. $68,300,000 Ctass C Floating Rale Defecrable Immst Notes Dae December WS (dm “dam C 
Notes'^ 

U5. $55,100,000 Class D Floatmg Rate Deftm^le latereat Notes Due December 2045 (the •'Clam D 
Notes*'} 

U.S. 18,700,000 Class BFlottiog Rate De&mble taerest Notes Due December 2043 (the “Clatt E 
Notes"} 

Ladies and Gendemea: 

At your request, Moody's Investors Sesvice has mviewod fiarTatiog purposes the infonnatioa 
mbmitted to Morky s io with the kmanne of the abovo^aphoned Notes. C^talized terms 

used but not defined herein shall have the smaniD^ ascribed to such tenns In Ote IndaHmt dated as of 

Maieh 15, 2007 among OcmsRine CDO vn Ltd., aa Issuer, Gemstone CDO VJI Corp. as Co'lanier and 
Oeotsche Bank Trust ConqKny Asnenoas, as Tiusiee (the 'iDdenture"). 

Baaed upon titeinfinmiaionaubmlned, Moody's hw assigned the feUowing ratings to the Notes: 
“Aai* to the CUas A-la Noto,**Aaa" to the Class A*lh Notes, “Aaa"’ to the Oasi A-2 Notes, “AaZ” 
to the Class B Notes", “Aa” to the Osa C Notes, ‘TBial" to the Clsas D Notes and “Bal" to Ote Oaa 
£ Notes. 


the rating assigned to die Notes addreKcs the nldmate cash reedpt by dte Notdiolden of all 
reqnired interest and piloclpii payments as provided by the Notes governing doanrwnls. The rsthtga are 

based on the eaqteoted loss posed to the Notes relative te the promiM of receiving the present vahte of tttob 

psrymsnts. The tan'ogs are also based tq>on the legal etnicture of Q>e trsnsactios and the obacscierittiu of the 
Ui^ertying Assets. 


Moody's wm publish notice of the rstingt sad will monitor the mtisgs. The ratisss are snbje^ to 
reconsideration at hfoody’s sole discretraik The ladags are contingent upon receipt by Moody's, wtdnn 30 
days ofthe date (^dds letter, of all exectoed documents in electronic tbrinm (e.g. Acrobat PDF). 
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STATE OF NEW YORK 

SUPREME COURT COUNTY OF ERIE 


M&T BANK CORPORATION 
One M&T Plaza 
Buffalo, New York 14203 


Plaintiff, 

Index No, 


GEMSTONE CDO VH, LTD. 
c/o Deutsche Bank (Cayman), Ltd. 

P.O. Box 1984 

Grand Cayman KYI -1104 

GEMSTONE CDO VB CORP. 
c/o Donald Puglisi 
850 Liberty Avenue, Suite 204 
Newark, Delaware 19711 

DEUTSCHE BANK SECURITIES, INC. 

60 Wall Street 

New York, New York 10005 

DEUTSCHE BANK TRUST COMPANY AMERICAS 
60WaUS&eet 

New York, New York 10005 

DEUTSCHE BANK AG 
60 Wall Street 

New York, New York 10005 

HBK INVESTMENTS, LP 
300 Crescent Court 
Dallas, Texas 75201 

HBK PARTNERS II LP 
300 Crescent Court 
Dallas, Texas 75201 

HBK MANAGEMENT LLC 
300 Crescent Court 
Dallas, Texas 75201 


Defendants. 


1 U E 0 
1 6 2008 
ERlECOWn 

CLERtCS OFFICE 
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TO DEFENDA>n-(S): 

YOU ARE SUMMO>}ED to appear in this action by serving your aiewer to the 
compl^t on the plaintiffs attorney within the time limits stated below. 

Erie County is designated as the county where this action will be tried, because 
one or more of the parties to this action resides in that county. If this action is based upon a 
consumer credit trai^action, that county is designated because one or more of the defendants 
resides in that county or because the transaction sued upon occurred in that county. 

TIME LIMITS TO ANSWER: 

(1) If thi«; -gurnmnns is served bv delivery to you personally within New York 
Stete, you must answer the complaint within TWENTY (20) daj^ after 
such delivery. 

(2) If this summons is not served bv delivery to vou DCtsonally within New 
Yoric State, and not served pursuant to CPLR 3 12-a, you must answer Ac 
complaint within THIRTY (30) days after service is complete. 

(3) If this summons is served pursuant to CPLR 312-a, see accompanying 
STATEMENT OF SERVICE BY MAIL for time limits to answer. 

IF YOU FAIL TO ANSWER THE COMPLAINT within the time stated, 
judgment will be entered against you for the relief demanded in the complaint. 

Dated: Buffalo, New York 
June 16, 2008 


HODGSON RUSS uf 

Attorneys for M&T Bank Corporation 



The Guaranty Building 
140 Pearl Street, Suite 100 
Buffalo, New York 14202 
Telephone: (716)856-4000 
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STATE OF NEW YORK 

SUPREME COURT : COUNTY OF ERIE 


M&T BANK CORPORATION, 

Pbinlifi' 


Index No. 


GEMSTONE CDO VD, LTD.; GEMSTONE 
CDO vii CORP.; DEUTSCHE BANK SECURITIES, INC.; 
DEUTSCHE BANK TRUST COMPANY AMERICAS; 
DEUTSCHE BANK AG; HBK INVESTMENTS. LP; 

HBK PARTNERS E LP; and HBK MANAGEMENT LLC, 

Defendants. 


rOMPI.AINT 


t- 1 L E O 
KTIOnS i CBOCEECi*"'-' 


JUKI 6 2003 

£R1£ county 

ClEPtCS OFfloE 


MAT BANK CORPORATION, by its attorneys, Hodgson Russ LLP and 


Komstein Veisz Wexler & Pollard, LLP, alleges for Its complaint: 


PartiCT 

1. MAT Bank Corporation rMAT*) is a New York corporation with its 
principal ofEce at One MAT Plaza, Buffalo, New Yoric 14203. 

2. Defendant Gemstone CDO VII, Ltd. f’Gemstone Ltd.”) is a Cayman 
Islands limited partnership with its principal office at c/o Deutsche Bank (Cayman), Ltd., P.O. 
Box 1984, Grand Cayman KYM 104, Gemstone Ltd. is the issuer of the notes soid to MAT 
which arc the subject of this action (the ‘Gemstone VII notes”)- 

3. Defendant Gemstone CDO VII Coip. (“Gemstone Corp.") is a Delaware 
corporation with fts principal office at c/o Donald Puglisi, 850 Liberty Avenue, Suite 204, 
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Newaric, Delavrare 1971!. Gemstone Coip. is Ae co-isaier of the Gemstone VII notes, 

4. Deutsche Bank Trust Com{»ny Americas (“Deutsche Bank Trust”) is a 
New York Hanking coipoiatioa with its principal office at 60 Wall Street, New York, New York. 

Deutsche Bank Trust acted as trustee of the trust fonned to hold and administer the coUateral 
underlying the Gemstone Vn notes (the “Gemstone Trust”). 

5. Defendant Deutsche Bank Securities, Inc. (“DBSl") is a Delaware 
corporation with its principal office at 60 Wall Street, New York, New York. DBSI is a 
registered broker-dealer, and it was the direct seller to M&T of the Gemstone VII notes. DBSI is 
the owner of a Class A-lb note. The Class A-lb notes are referred to in the Gemstone VII 
offering circular and in the indenture for the Gemstone Trust as the “Controlling Class.” The 
Controlling Class noteholders have rights superior to M&T, including higher priority to interest 
and principal and rights to determine whether the Gemstone Trust collalcral is liquidated under 
certain circumstances. 

6. Deutsche Bank AG is a Gennan corporation with an office at 60 Wall 

Street, New York, New York. Deutsche Bank AG acted as counterparty on the credit default 
swaps which constituted $600 million of the collateral for the Gemstone Vll notes. 

7. HBK Investments, LP (“HBK”) is a Delaware limited partnership with its 
principal office at 300 Crescent Court, Dallas, Texas 75201 , and with an office at 350 Park 
Avenue, New York, New York. HBK is the collateral manager for the Gemstone VII trust. 

HBK is also the owner of the $18.7 million Class E note and (together with DBSI) $400 million 
in CIsBs A-lb notes issued by the Gemstone Ltd. and Gemstone Corp. 
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8. HBK Partners II LP ("HBK Partners”) is a Delaware limited partneiship 
with its principal office at 300 Crescent Court. Dallas, Texas 75201. HBK Partnets b a general 
partner of HBK. 

9. HBK Management LLC C*HBK Management”) is a Delaware limited 
liability company with its principal office at 300 Crescent Court, Dallas, Texas 75201. HBK 
Management is a general partner of HBK Partners. 

Summary o f thU Acrion 

10. Hiis action seeks recovery of more than $82 million of losses suffered by 
M&T as a result of a fiaud and other wrongful conduct by DBSl, HBK, and their affiliates. 
Between early 2004 and 2007, DBSI and HBK marketed several series of notes known 
generically as “collateralized debt obligations" C’CDOs"). primarily under the name 
“Gemstone ” representing that these notes were safe, secure, and nearly risk-free. On Febniary 
21, 2007, DBSl sold to M&T two Gemstone VII notes, each due December 12, 2045: (1 ) a Class 
A-2 note in the amount of $42 million, which was rated AAA by Standard & Poor's {“S&P") and 
which paid interest at the ann ual rate of 1 -month LIBOR plus .47% (initially 5.82%); and (2) a 
Class B note in the amount of $40 million, yriiich was rated AA by S&P and paid interest at the 
annual rate of 1-month LBOR plus .68% (initiaUy 6.03%). On February 2 1 , 2007, 30-day U.S. 
Treasury bills, which were essentially risk-free, paid 5.253% annual interest; 30-day commercial 
paper from a high-grade corporation such as General Electric paid 5.23% annual interest and 1- 
month LIBOR, which is generally assumed to represent AA-rated bank debt, paid 5.32% annual 
interest. The Gemstone VII notes purchased by M&T were marketed by defendants as providing 
a higher interest rate than Treasury bills or hi^-grade corporate bonds, with a risk level lower 
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hi^-grade bonds and approaching the risk-free level of Treasury bills. 

! 1 . Wiilc the representation that the Gemstone VIl notes were safe, secure, 

and nearly risk-free may or may not have been true for earlier Gemstone CDOs, it was entirdy 
false for the Gemstone VII notes sold to M&T in February 2007. By February 2007, DBS! and 
HBK had dramatically reduced the underwriting standards and due diligence performed in 
selecting and assembling the collateral underlying dtc notes they marketed. This reduction in 
underwriting and due diligence standards was itot disclosed to M&T . As a result of their reduced 
underwriting and due diligence standards, defendants were able to structure the Gemstone VIJ 
CDO with impaired and non-conforming collateral, directly contrary to their representations that 
tiw Gemstone VIl ntrtes were a safe, secure, and nearly risk-free investment. 

12. Defendants marketed the Geinstooe CDO offerings, including Gemstone 
VIl, by emphasizing the ratings awarded to the Gemstone notes by S&P and Moody 's the two 
leading debt rating companies. M&T’s Class A-2 note was rated AAA by S&P and Aaa by 
Moody’s. These are the highest ratings for safety and ability to repay. M&T’s Class B note was 
rrded AA by S&P and Aa2 by Moody’s. These are the second highest ratings for safety and 
ability to repay. Defendants knew that these ratings were misleading and inflated, because 
defendants had withheld from foe rating agencies material information about foe quality and 
default problems defendants were experiencing with subprime collateral under their control in 
late 2006 and early 2007. Upon information and belief, defendants also withheld from foe rating 
agencies information about foe extent and scope of fraud and other problems with their subpriroe 
loan-backed portfolios and that subprime originatOTS were refusing to stand behind their 
contractual warranties relating to such loans. Upon information and belief, if this information 
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had been disclosed to the r^ing agencies, the notes purdtased by M&T would have received 
lower ratings, and M&T would not have purdrased them. 

1 3. Among the other material misr^resentations made by defendants in 
marketing the Gemstone VII notes to M&T were: 

a. The Gemstone vn notes were sold as safe, secure, and ncju-ly risk- 
free investments, similar to (but safer than) high-grade corporate 
bonds. In feet, defendants were aware, and failed to disclose, that 
the collateral underlying die Gemstone Vn notes was impaired and 
rapidly deteriorating at the time the notes were offered for sale. 

b. Defendants represented that they applied stringent underwriting 
standards in assembling and seiecting the subprime mortgage 
collateral underlying the Gemstone Vll notes and that they 
performed extensive, detailed, and state-of-the-art loan level and 
market due diligence lii assonbling and selecting that coUatcrai, 
utilizing proprietary analytical systems and tools. Defendants 
marketed these features as assuring the safety and strong 
perforawmee of the Gemstone VH notes. In fact, defendants knew 
that their underwriting standards and due diligrace efforts had 
declined substantially from the earlier Gemstone offerings and 
that, as a result, the coUatwa! underlying the Gemstone VD notes 
was impaired and deteriorating. 

c. Defendants represented that HBK possessed unique and 
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ex&aordinary skills as a collateral manage, which ensured the high 
quality of the Gemstone VH notes and the strong perftninance of 
its collateral. 

d. Defendants represented titat dte ratings assigned to the Gemstone 
notes by indqrendent ratings agencies (S&P’s and Moody’s) were 
objective and reliable indicators that the Gemstone notes had the 
highest degree of safe^. "Hre Class A-2 note purchased 1^ M&T 
was rated AAA by S&P and Aaa by Moody’s. The Class B note 
purchased by M&T was rated AA by S&P and Aa2 by Moody’s. 

In soliciting M&T, defendants emphasized that these ratings 
indicated that the notes M&T purchased were high-quality, iow- 
rtsk investmerUs and that the capacity of the issuer to meet all 
commitments under the notes was “extremely strong" and/or “very 
strong.” In fact, defendants actually negotiated the structure of the 
Gemstone VII offering with the rating agencies with a specific 
view toward obtaining particular ratings for classes of notes for 
marketing purposes. Defendants knew that the ratings they 
obtained for the Gnnstone VU notes were fraudulent and false, 
overstated the safety and security and understated the risk of the 
notes, and did not accurately reflect the impaired and deteriorating 
quality of the collateral underlying the Gemstone VD notes. 

e. Defendants represented that the structure of the Gemstone VII 
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CDO provided a high degree of safety, due to the 
overcollateralization and tranching of the CIX). 
“Overcollateralization” means that there was more collateral than 
necessary to pay tte senior and mezzanine-level notes. 

‘Tranching” refers to the fact that the Gemstone VH notes were 
organized by level of seniority (or ‘tranche”)- Because the claims 
to interest and principal of the less senior notes were subordinated 
to Ae claims of the more seniw notes, any losses would be borne 
entirely by the less senior notes until their investment was 
exhausted. This structure was marketed as conferring a high- 
degree of safely on the more senior notes (such as the notes 
purchased by MAT). 

14. In feet, all of these representations woe false. The stnicture of the 
Gemstone VII CDO did not ensure its safety; that structure did not and could not protect it from 
massive losses. The ratings given the Gemstone VII notes by S&P and Moody’s were not 
indicative of safety, defendants had misrepresented the collateral underlying the notes to the 
ratings agencies and the Gemstone VII notes did not objectively earn the ratings that defendants 
touted in their marketing. Defendants’ represeniations that HBK had conducted extensive due 
diligence to eliminate problem loans was simply false; HBK was aware that there was a 
aibsianiial percentage of non-conforming mortgages underlying the Gemstone VII collateral. 
FinaUy, the representations that HBK’s alleged management skills conferred safety on the 
Gemstone VB notes was false; HBK and DBSl knowingly and intentionaliy included low-quality 
and unstable collateral in the Gemstone VQ offering for the purpose of closing the offering and 
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earning fees. 

FACTS RELF.VAWT TO MAT’S CLAIMS 

Bacfcgroand of tbe Sobprime 
Mortgage Markrt and CD Os 

15. PrkM- to 2003, tfje subprunc sector of the mortgage maricet was relatively 
small, consisting of only 8% of originated mwtgages. In 2003, that figure rose to ! 8%. In 2005 
and 2006, subprime mortgages consisted of 20% of all originated mortgages. By 2007, there was 
$1.3 trillion in outstanding subprime mortgage debt, $600 billion of which was originated in 
2006. 

16. Prior to 2002, subprime mortgage-backed securitizations involved the 
issuaitce of bonds backed by subprime mortgages or the sale of interests in trusts that held 
subprime mortgages. In 2002, it became more common for the financial services industry to 
package subprime mortgages into CDOs. CDOs are entities that issue debt securities (often 
notes) collateralized by other debt instruments (typically bonds, loans, or other financial 
obligations) which generate a stream of cash flows in the form of interest payments, as well as a 
return of principal. The cash flow from (he collateral is used to repay the notes issued by the 
CtX), The purchase of securities issued by the CIX) is essentially a purchase of a right to 
participate in the cash flows from the collateral portfolio owned by the CDO. 

17. CDOs arc distinguished from simpler mortgage-backed securities, such as 
bonds, by a number of features. First, CDOs typically own a large number of separate mortgage 
backed bonds; the Gemstone YU CDO, for example, owns approximately 105 mortgage or loan- 
backed bonds. CDO promoters marketed this as an advantage, claiming that the number of 
different bonds comprising foe collateral provides “diversification," that there is little default 
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correlation among the bonds, and that this contributes to safety. Second, CDOs are structured 
into different levels (or "trandies”) of risk. Investors who buy debt in the bottom tranche receive 
bighOT interest, but their interest is the first to be impaired on de&utt. The rights of the lower- 
level Qmiches to receive interest payments arc subordinate to toe rights of toe higher-level 
tranches to receive their interest payments. Investors who purchase notes from the higher 
tranche are paid less interest, but in return receive a higher degree of safety. In essence, the 
principd and interest that should be available to pay toe Iowct tranches if the collateral performs 
as projected a(^s as “back-up” collateral for toe higher tranches. This is referred to as 
“overcollateralization," and it acts as credit enhancement supporting toe higher tranches. This 
stnicturc allowed CDO issuera to sell notes that were AAA rated to investors seeking a high 
degree of safety and to sell notes that were rated below investment grade to investors seeking 
high returns. 

18. While subprime mortgage originations rose dramatically from 2001 
through 2005 (from $120 billion to over $625 billion), the demand for subprime mortgages as 
collateral for securitizations grew even mc^ quickly. The investment banking industry had 
created flexible debt products that it marketed to fill the iteeds of institutional investors with a 
wide range of investment goals, from those seeking relatively high returns with moderate risk to 
those seeking a high degree of safety with more moderate returns. The AAA and AA rated 
tranches (which accounted for fer more toan half of the value in a typical subprime CDO 
offering) were marketed as alternatives to high-grade corporate bonds and other fixed-income 
securities, offering equal or greater safety and modestly higher returns. 

19. The demand for subprime mortgage-backed bonds (both for duwt sale and 
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to serve as coliateral in CDOs) was so strong that by 2004 it was common for more than half of 
the collateral undwlymg a CDO to be made up of derivatives known as “credit default swaps,” 
the performance of which mirrored an identified poup of suhprime mortgagc-bsuiked bonds 
{known as “Reference Obligations”). A “credit defeuh swap” is a securities derivative under 
which one party sells credit insurMicc to another Ooaown as the “credit default swap 
counterparty”). In retura for a premium or stream of premium payments, the seller of the credit 
default swap agrees to pay the counterparty any shortiail in interest or principal payments that 
occurs as a result of any default in payments undw the Reference Obligation. While the 
purchase of a credit default swap could be part of a plan to hedge the risk of defauU-on a bond 
owned by the counterparty, the counterparty need not own the Reference Obligation and could 
be purchasing the credit protection purely as a speculative investment strategy. 

20. The premiums received in return for selling credit default swaps become 
additional collateral that are reinvested by the CDO to generate increased cash flow to pay 
interest and principal pursuant to the CDO’s terms for each tranche. The effect of selling credit 
default swaps is to create “virtual” investments in the subprime mortgage-backed bonds 
identified as Reference Obligations. There was a secondary motivation for utilizing credit 
default swaps in CDOs. It made It easier to assemble the required collateral for closing the CDO 
offering. For example, if 50% of the CDO collateral was credit default swaps, then the value of 
actual cash bonds to be purchased was reduced by l»lf. 

21. In retrospect, the widespread use of credit default swaps in place of actual 
cash bonds (which were in short supply) was indicative of an industry that was growing 
recklessly and speculatively, without proper controls. Outof the approximately $1.1 billion 
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raised in the Gemstone VII offering, $600 millmo was committed as potential security for credit 
defouit swaps. 

MAT’S Investmeat Decision 

22. In early 2007, M&T’s Treasury Department began investigating the 
possibility of investing in mortgage-backed CEX)s. MAT contacted a number of broker-dealers 
and gathered information on several different CDO offerings. One of the broker-dealers was 
DBSI, which had a long-standing r^lationdiip with MAT. Scan Whelan, a salesman at DBSI, 
provided MAT wHh general information regarding the Gemstone VII CDO {all positive in 
nature). 

23. The Gemstone VH CDO comprises two entities: Gemstone Ltd. (the 
"Issuer”) and Gemstone Coip. (the “Co-lssuci"). All shares of the Issuer arc owned by a 
Deutsche Bank Cayman Islands affiliate. AH shares of the Co-Issuer are owned by the Issuer. 
Thus, the Issuers of the Gemstone VII notes are Deutsche Bank affiliates. The Gemstone VB 
notes were sold by the Issuers to DBSI for re-sale to investors like MAT. Accordingly, Mr. 
Whelan was selling a deal that was essentially a proprietary product formed and owned by 
Deutsche Bank and its affiliates, 

24. In early February 2007, MAT met wHh HBK Investments at hs 350 Park 
Avenue offices to discuss the Gemstone Vll CDO. At that meeting or shortly afterward, MAT 
was provided with a copy of the preliminary offering circular and a document entitled: 
"Gemstone CDO Vll Ltd. — Debt Investor Presentation,” dated Febroao' 8, 2007. These 
documents, which are collectively referred to as the “Gemstone offering materials,” contain 
numerous representations about the structure of the Gemstone Vll CDO and the risk level 
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associated with each of its tranches. 

25. M&T p!ac«i its order for $S2 mitlion in Gemstone VII nc«es on Febmary 
21 , 2007. In deciding to invest in the Gemstone VH CDO, M&T relied on the Gemstone 
offering materials, the ratings of the Gemstone Vll notes, and oral representations by DBSl and 
HBK Investments. M&T purchased a $42 million Class A-2 note (AAA rated) and a $40 million 
Class B note (AA rated). 

26. According to S&P, a AAA rating is defined as follows: 

“An obligation rated ‘AAA’ has the highest rating assigned 
by Standard & Poor’s. The obligor’s capacity to meets its 
financial commitment on the obUgation is extremely 
strong.” 

S&P defines a AA rating as follows: 

“An obligation rated *AA’ diffas from the highest-rated 
obligations only to a small degree. The obligor’s capacity 
to meet its financial commitment on the obligation is very 
strong.” 

27. S&P represents that its kmg-tenn issue credit ratings are based on; (1) 
likelihood of payment — capacity and willingness of the c^ligor to meets its financial 
commitment on an obligation in accordance with die terms of the obligation; (2) nature of and 
provisions of the obligation; wid (3) protection afforded by, and relative position of the 
obligation in the event of bankruptcy. S&P further represents that “issue ratings are an 
assessment of default risk, but may incorporate an asswsment of relative seniority or ultimate 
recovery in the event of a default.” Finally, in explaining Its ratings, S&P indicates that an “issue 
credit rating is a current opinion of the creditworthiness of an obligor with respect to a specific 
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financial obligation, a specific class of financial obligations, or a specific financial program — 

It takes into consideration the creditworthiness of guarantors, insurers, or ofiier forms of credit 
enhancement on the obligation and takes into account the currency in which the oblig^ion is 
denominated. The opinion evaluates the obligor’s capacity and willingness to meet its financial 
commitments as they come due, and may assess terms, such as collateral security and 
subordinatfon, which could effect ultimate payment in the event of a default.” 

28. The AAA and AA ratings were major considerations in M&T’s 
determination to invest in the Gemstone VII notes, because they indicated that the notes were 
safe, stable, and nearly risk-free investments. DBSl and HBK represented, expressly and/or 
impliedly, that the ratings were accurate and based on access by the rating agencies to the 
Gemstone VII financial information, inchidmg information about the collateral portfolio, and 
that all ma^al information was provided to the rating agencies. In marketing the Gemstone VII 
notes b^ed substantially on their S&P and Moody’s ratings, DBSI, HBK, and the Issuers were 
representing that those ratings were accurate and were based on complete information. 

29. This is further supported by the fact that the rating agencies were directly 
involved in the process of structuring the Oemstwie senes of CDOs. An issuer seeking an S&P 
or Moody’s rating provides a preliminary deal structure to the ratings agencies, advising which 
rating it seeks to procure for each tranche. In response, the ratings agencies will provide 
feedback, indicating that additional credit suj^rt is (or is not) necessary to obtain the desired 
rating, 

Repreaeotatioos in the 
Gemstoae VII Offering Circular 

30. The Gemstone Vil offering circular (the "GOC’) states that the “net 
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proceeds from the issuance and sale of the Notes . . . wU be used by the Issuer to purchase a 
divereified portfolio of interests in Underlying Assets having the characteristics described 
herein.” GOCatlOS. The offering circular describes the Underlying Assets as “Asset-Backed 
Securities” (e.g., bonds) and “Synth^ic Securities,” consisting of wedit default swaps. GOC at 
109, 122. With respect to Synthetic Swuritics, the SAP ot Moody’s rating shall be fte rating of 
the underiying Reference Obligation. GOC at 66^7. The offering circular ftmher slates that 
there are certain “Collateral Quality Tests” that “will be used to establish that the characteristics 
of the Issuer’s portfolio on the Closing Date satisfy certain threshold levels.” There are six 
Collateral Quality Tests, four of which rely upon SAP and Moody’s ratings for the Underlying 
Assets. GOC at 132-33. 

3 1 . The offering circular also describes various “overcollateraliration” tests, 
which measure the excess value of the collateral supporting each of the notes over the 
outstanding principal balance of the notes; the greater the excess, the safer the notes. MAT 
purchased Class A-2 Notes and Class B Notes. The Class A/B overcollatcrization test requires 
that the Net Outstanding Underlying Asset Balance divided by the aggregate outstanding 
principal amount of the Class A and Class B notes be at least 1 17.37%. GOCat72. Asof 
March 31, 2008, the Class A/B overcoUateranzation ratio was 70.09% — over 40% below the 
required overcollateralization value. 

32. The calculation of the *T4et Outstanding Underlying Asset Balance” is 
reliant upon SAP and Moody’s ratings for the underlying asset-backed securities or Reference 
Obligatbns. GOC at 66-67. For example. Underlying Assets with an SAP rating of B+, B, or 
B- are valued at 80 percent of dieir actual aggregate principal/notional balance. Underlying 
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Assets rated below B> are valued at 70 percent of Oteir actual aggregate principai/notiona! 
balance. If the porUon of Underlying Assets rated BB-i, BB, or BB- exceeds 8.6 percent of the 
portfolio, then the ag^gah: principal/notioral balance of such assets ^al! be deemed to be 
equal to 90 percent of tfie acraal aggregate prtncipalAtotiooal balance. GOC at 67. 'Ote offering 
circular states that the S&P and Moody's ratings of the Class A-2 notes and Class B notes 
purchased by M&T would be AAA/Aaa and at least AA/Aa2, respectively. GOC at 22. 


33. Thus, taken in its entirety, the offering circular makes clear that the 
Gemstone Vll notes were marketed with an overriding emphasis on the S&P and Moody’s 
rating of fee notes and the representations of safety and low risk conveyed by those ratings. 

Representations in tbe Gemstone 
CDO Debt Investor Presentation 

34. The February 8, 2007 Gemstone CDO "Debt Investor Presentation" 
(“DIP”) contains a number of material representations. Some of these are set forth below. 


• HBK Is an “experienced CDO manager with a strong alignment of 
economic interest with investors." DIP at 5 (emphasis added). 

• HBK represented to M&T feat it selected the collateral underlying the 
Gemstone Vll CDO In three ways: (I) loans were screened, purchased 
from originators, and packaged into pools feat were securitized tn fee form 
of bonds by investment banks working wife HBK (such' as Detitsche 
Bank); (2) HBK purchased new issue bonds after extensive loan-level due 
diligence; and (3) HBK purchased existing boitds on the secondary 
market. DIP at 29-30. 

• "HBK’s investment process integrates expertise in capital markets, 
structural analysis, collateral and loan-level analysis, due diligence, and 
in-house surveillance. HBK is seen as not as trader, but as a vigilant 
investor that maximizes value through intensive analysis and 
surveillance." Id (emphasis added). 

• “Structured products pike fee Gemstone VI! CDO) exhibit relatively 
stable performance and low default history.” . . . “Structured products 
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(like the Oerastone VH CDO] have historically priced and comimie to 
price wider than similarly rated due to liquidity and complexity premium 
that can be arbitraged through buy-and*bold cash flow CDO stnicturc." 
DIP at 5. This is a statement that CDO products like Gemstone VII 
dettver higher raums at lower risk. 

Page 14 of the DIP contains a chart entitled “Breakeven Analysis.” It 
indicates that the cashflow waterfall of the Gemstone Vli CDO jModuces 
enough excess interest to withstand cumulative losses of SSI 7 million 
(47% of the original collateral balance) without any impact on interest or 
principal payments under the M&T notes. Thjs r^resents that the notes 
were safe and secure investments. 

“HBK’s Structured Products Group is one of the leading purchasers and 
long-term investors in credit saisitive mortgages . . . HBK’s investment 
model utilizes proprietary defouh, prepay, and severity loan level models 
to make investments in the residential mruket. . . . HBK has retained 100% 
of the equity from CDO tnmsactions resulting in strong alignment of 
Interest between HBK and investors ” DIP at 23 (emphasis added). 

HBK “focus[es] on [thej new issue market” and "purchases loans directly 
from originators.” DIP at 29. "HBK analyze[s] originators for 
underwriting consistency and [to] monitor changes to the competHivc 
landscape." DIP at 29. 

HBK “conducits] due diligence of unde^ng loon collateral to formulate 
investment assumptions,” and it develops loan level models, with 
delinquency and default forecasts, loss severity forecasts, and prepayment 
forecasU. DIP at 30 (emi^asis added). 

HBK conducts "loan level due diligence and analysis” (DIP at 32), and 
HBK "aggressively pursues exit strategies when investments 
underperform, especially where fraud is a factor’' (DIP at 31) (cmphKis 
added). HBK “monitora collateral performance and measures it to original 
and subsequent default on loss assumptions.” Id. This represents that 
HBK will protect noteholders against originator and mortgagor fraud. 

HBK pcrfoims detailed ongoing due diligence, monitoring, and 
surveillance, together with analysis of the collateral to identify potential 
losses and to militate tosses, all using proprietary analytical systems. DIP 
at 33-37. 

HBK’s "proprietwy Default/Prepay and Severity MSA-level model allows 
for predictive power of future deal performance. . . - HBK is able to pick 
up on trends before they adversely impact the CDO.” DIP at 41 
(emphasis added). 
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. “HBK worics with dealers and originators to cialomae pools by kicking 
ou! problem loam." DIP at 41 (emphasis added). “Because all whole 
loan packages and every primary deal issued in fee market is analyzed, in 
addttion to our own loan level surveillance i^stena, HBK is able to pick 
up on trends before they adversely impact fee CDO.” DIP at 41 (emphasis 
^ded). 

Oral Represcatatioas bv DBSl and HBK 

35. In COTiversations wife M&T beginning in January 2007, DBSl salesman 
Sean Whelan touted the high quality of the Gemstone VTI CDO and its management team, 
indicating that it was far superior to any other available CDO. Mr. Whelan also represented that 
HBK was an extraordinarily experienced purchaser of credit instruments, feat HBK provided 
cxtreoKly high quality tmd low-risk credit management, that HBK had its own money in fee 
Gemstone VIl deal and feat this protected M&T. and feat the Gemstone VB collateral was vety 
clean, i.e., of high quality and safety. 

36. Mr. Whelan also made the following representations to M&T; 

a. In a February 6, 2007 conversation, Mr. Whelan represented that 
HBK does constant maintwiance and surveillance on fee market 
and makes numerous technological investments in its collateral 
evaluation and monitoring processes; that investing in Gemstone 
Vn “was like a layup ... it would’ve been my number 1 pick, and 
we’re happy to be doing a deal for him.” 

b. In a February 7, 2007 jfeone call wife M&T, Mr. Whelan 
explained the structure of Gemstone Vll and said it will go 
extremely well. 
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c. In a Febniary 13, 2007 phone caJ! with M&T, Mr. Whelan stated 
that 'IIBK . . . wotddn't buy stuff that didn’t have good interest 
rate cap protection” and the ‘^mderlying struchires in th^ bonds 
are built to withstand" adverse conditions. 

d. In a February 14, 2007 phone call with M&T, Mr. Whelan 
“asswes” M&T that “HBK understands where the market is,” and 
he describes the Gemstone Vn deal as being “in the upper end of 
good assets." 

e. In a February 15, 2007 phone cal! with M&T, Mr. Whelan 
described the Gemstrme VTI deal as having no interest rate risk and 
no derivative risk, and generally low risk. 

f. In a February 20, 2007 phone call with M&T, Mr. Whelan states 
that the Gemstone VII deal has $10 million of Class B notes left to 
sell, but the AAA mezz level is “two limes overfsold] and fully 
rock solid.” 

37. On February 21, 2007, M&T puxcha^d $82 million of Gemstone VII 
notes, in reliance on Whelan’s representations, the representations in the Gemstone offering 
materials, the AAA/AA ratings of the notes, and the other representations concerning the notes . 
made by defendants. On March 1 5, 2007, the Gemstone VIl offering closed and the trades 
pursuant to which M&T purchased its Gemstone VII notes settled. 
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TTie Fad:8 Emerge 

38. In eariy July 2007, wily/oar months after the ctosing of the Gemstone 
VU CDO offering, the Gemstone Vli notes were placed on negative “Credit Watch” ftn- possible 
downgrade by S&P. This is strong evidence that tiw coliataral underlying the notes was already 
impaired U3d deteriorating before M&T purchased the notes. 

39. Beginning in spring 2007, the mortgage-backed bonds that s^e as 
collateral for the Gemstone VII CDO began to suffer numerous and substantial down^ades in 
their S&P and Moody’s ratings. This reflected the increasing default rate on the subprime 
mortgages underlying those bonds. 

40. By July 2007, the subprime mortgage crisis was in full bloom. Housing 
prices had experienced substantial declines, subprime mortgage defauh rales were skyrocketing, 
the rating companies had downgraded a significant number of subprime mortgage-backed bonds 
and had placed a much larger number on “credit watch” for potential downgrade. Gemstone VII 
notes had been placed on credit watch for potential downgrade. Concerned about the 
deteriorating condition of the subprime market, M&T asked for a meeting with HBK. 

41. On July 19, 2007, M&T met with Kevin Jenks of HBK. In the meeting, 
Mr. Jenks, who was HBK’s senior collateral manager for Gemstone VII, provided analysts and 
expressed the conclusion that, while the ovcrcollateraJizatkm cushion supporting M&T’s notes 
was eroding, neither M&T's AAA rated note nor its AA r«ed note were at risk of losing 
principal or becoming delinquent in iniercst payments. Mr. Jenks also pointed out that, as the 
owner of the equity tranche, HBK controlled fecial servicing rights which allowed it to modify 
underlying loans, if necessary. HBK hired third-party loan reviewers, such as Clayton Holdings, 
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to condiict due diligence on any loan that is delinquott for 60 days or more. Mr. Jenks stated 
that if fraud is uncovered, HBK will force the originator to re*purchase the loan. Mr. Jenks 
further represmted friat while some subprime originators lack the nnancial strength to do so, 
many originators were sfri! (as of July 2007) able to do so. This information was presented to 
HBK as proof its Gemstone Yll notes continued to be safe and secure. 

42. Prior to purchasing the Gemstone VI! notes, M&T was advised by DBSI 
that it had conducted a stress lest concluding that M&T's AA rated Class B note could withstand 
up to a 14.5% constant default rate with a 50% severity before losing a dollar of principal.' 
Obviously, the AAA rated Class A-2 notes could withstand an even higher default level wifoout 
losses. This information was presented to M&T as support for DBSI’s representation that the 
Gemstortc VII notes were safe, secure, and nearly risk-ftec- At the July 19, 2007 meeting, Mr. 
Jenks stated that a 14.5% constant default rate was far greater than projected by HBK, even as of 
July 2007. HBK predicted an 8% constant dcfeuU rate, with a 35% severity. Mr. Jenks 
represcnlcd to M&T that would not come close to geiKtating losses for the AA rated notes. 

43, On September 21, 2007, Alexander Craig, M&T’s Administrative Vice 
President and Portfolio Manager, met wUh the new collateral manager for the Gemstone VII 
CDO, Marco Lukesch. The original collateral manager, Mr, Jenks. bad been fired. Upon 
Informaiionandbelief, Mr. Jenks was fired because of the disasbpous performance of the 
Gemstone CDOs and, in particular, the Gemstone VII CDO. At the September 21, 2007 
meeting, Mr. Lukesch described HBK’s business model as: buy a pool of loans, securitize It 

' The “constant defauU rate” is the peewntage of undcriyinB collateral (bonds backed by subprime 

morigagesl defaulting on ao annud basis. “Severity” is dre percentage of principal lost, on average, as a 
remit of defaults. For example, a 33% severity Indicates that 63% of the principal amount of defaulted 
collstCTal is recovered, by foreclosure and sale or otherwise. 
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with a Wall Stiwt investment banker, seU the AAA through A bonds, buy the BBB bonds into a 
CDO, and retain tihc equity tranclK at HBK. 

44. At the same meeting, Mr. Lukesch disclosed for the first time that HBK 
had been fighting with one of its largest subprime mortgage originators, Fremont General 
Corp. (“Fremont”), for 9 months, that it had a large number of claims against Fremont and had 
scheduled a four-day long meeting with it for early October 2007. The disputes with Fremont 
related to the representations and warranties Fremont provided on loans it originated: it agrwd 
to repurchase loans that defeulted in the first ^ days and loans made on the basis of fraudulent 
representations by the borrower (usually relating to the borrower’s employment status, income, 
or intentton to occupy the mortgaged premises). In essence, the basis of HBK’s demands tiiat 
Fremont repurchase large numbers of loans underlying the Gemstone Vll GDO collateml was 
that these loans did not meet the standards represented to Gemstone VU investors. 

45. Mr. Lukesch also stated that HBK had been fighting with a total of five 
originators from which it had purchased loans for the Gemstone CDOs, and that these 
disputes related to loans that defaulted from the third quarter of 2006 through December 
2006. 

46. This information had previously been concealed by HBK and DBSI from 
M&T, and M&T could not, in the exercise of reasonable diligence, have learned it earlier. These 
admissions by Mr. Lukesch established that HBK knew in late 2006 — well before the sale of 
the Gemstone VII notes to M&T r- that there were major quality and default problems with the 
subprime loan collateral underlying the Gemstone CDOs, including the Gemstone VII CDO. In 
addition, prior to M&T’s purchase of the Gemstone VII nows, HBK had major disputes with its 
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top creators about loan quality and repurchase obligations — indicating that the originators 
could not be relied on to provide confoming subprime loans or to honor their repurchase 
obligation with respect to nonconforming loans. Thus, the Ownstonc VU notes were nujch 
riskier than represented to investors. 

47. This was materia! information that HBK failed to disclose and 
affirmatively concealed from M&T. Upon information and belief, DBSI, Deutsche Bank Trust, 
and Deutsche Bank AG were aware of Ibis information due to their proprietary involvement in 
the prior Gemstone CDOs and frieir constant communication with HBK. DBSI, Deutsche Bank 
Trust, and Deutsche Bank AG also failed to disclose and concealed this information from M&T. 
If M&T had been aware of this information, it would not have purchased the Gemstone VII 
notes. 

48. Upon information and belief, defimdants failed to disclose and concealed 
from the rating agencies the quality and default problems defendants were experiencing with 
subprime coHaleral under their control in late 2006 and early 2007. Defendants also failed to 
disclose and concealed from the rating agencies the problems they were having whh subprime 
originators refusing to honor their repurchase obligations. Upon information and belief, if this 
information had been disclosed to the rating agencies, the notes purchased by M&T would have 
been rated lower than AAA and AA, and M&T would not have purchased them. 

49. By October 3 1, 2007 (less than eight montos after the Gemstone VII CDO 
closed), over 53 bonds (of approximately 105 owned by the Gemstone VII CDO) had been 
downgraded; 24 were listed by the trustee as in default, as defined in the Gemstone Vll offering 
materials. 
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50. On October 25, 2007, M&T had a phone call with Sean Whelan {DBS! 
salesman) and Richard Paikus (DBSl analyst). They were negative on the perfonnance of and 
prospects for die Gemstone Vn notes. Paikus indicated his belief that the rating agency loss 
projection models used to rate M&T’s Gemstone VH notes as AAA/AA were simply wrong. He 
fiirther indicated that there was much greater correlation (and therefore less risk-reducing 
diversification) among the subprime collateral than had been believed. He questioned whether 
the Gemstone VH CDO or subprime CDOs in general should have been soW at all. 

51. On Hovember 21, 2007, the Gemstone Class B notes were downgraded by 
S&P frem AA to BBB- and die Gemstone Class A-2 notes were downgraded from AAA to AA-. 

52. In December 2007, M&T reviewed the status of its investment in the 
Gemstone VII notes. It sought bids from specialists in an effort to establish a market value for 
the notes. Based on that effort, M&T wrote down the value of its Gemstone VII notes from $82 
million to SI .87 million — a loss of over 95% of the notes’ original purchase price in only nine 
ninths. As of April 30, 2008, M&T carried Its Gemstone VII notes on its books at a value of 
$1,031 million. 

53. On February 5, 2008, less than one year after M&T purchased its notes, 
the Class B nows were further downgraded to CC and the Class A-2 notes were downgraded to 
CCC-. An S&P rating of CC means the note “is highly vulnerable to nonpayment.’' An S&P 
rating of CCC- means the note.is “currently vulnerable to nonpayment” and that “[i}n the event 
of adverse business, financial, or economic conditions, die obligor is not iikeiy to have the 
capacity to meet its financial commitment on the obligation.” The minus sign indicates that the 
note is at the low end of this rating, close to the CC “highly vulnerable” category. By April 28, 
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2008, Moody’s had downgraded the Gemstone 'Vll Class A-2 notes (originally rated Aaa) to Ca 
and had downgraded the Class B notes {origlralfy rated Aa2) to Ca. 

54. As ofApril 30, 2008, the GetnstOTcVn collateral bonds had su®5red 167 
«:parate downgrades S&P and 202 separate downgrades by Moody's. The trustee listed as in 
defeult 58 bonds with a face value of over S498 million. TTic April 30, 2008 trustee’s report 
listed the “Principal Recovery” value of those bonds as $13.6 million — less than 3% of their 
original value. 

55. The radical and rapid downgrade of M&T's notes from the highca 
possible safety/qualily ratings to “junk” status demonstrates that the collateral supporting die 
notes was Impaired and deteriorating prior to M&T’s purchase of the notes. HBK and DBS! 
knew or acted recklessly in failing to know this because: 

a. HBK represented thu it had performed extensive loan-level due 
diligence on the collateral, with proprietary state-of-the-art 
analytical tools. 

b. HBK represented that it was carefully monitoring the collateral and 
would take aetkm to avoid losses by putting non-conforming loans 
back to originators. 

c. The Gemstone offering materials represent that the collateral was 
owned by and would be purchased from (in part) DBS] and HBK 
and their afTiUales. 

56. On January 17, 2008, media reports were published indicating that the 
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Ncw York Attorney Genera! bad reached a deal wWt Cl^^n Holdings under wbic* Clayton 
agreed to cooperate with an investigation Imo the activities of issuers and underwriters of 
subprime mortgage-backed swnirities. Clayton Holdings was the largest provider of subprime 
loan due diligence services to securitizers and subprime mortgage loan purchasers. The Attorney 
General is investigating whether issuers and underwriters were aware that the pools of subprimc 
mortgages underlying subprimc-backed seairitics were impaired at the time of sale, whether die 
ratings assigned to subprime-backed securities were inflated, and whether issuers and 
undwwriters withheld information fiom the rating agencies that would have materially changed 
the evaluation of th«e securities. DBSl was one of Clayton’s two largest clients, and HBK was 
a client of Clayton’s as well. 

57. HBK advised M&T that Clayton reviewed the subprime loans underlying 
the Gemstone VII notes. 

M&T>s Claims 

58. M&T’s claims are based on the material misrepresentations, inaccuracies, 
omissions, breaches of duty, and breaches of contract by defendants in connection with 
structuring, marketing, and selling the Gemstone VII CDO. Some of the principal acts of 
wrongdoing are described below. 

59. On an overall basis, rite Gemstone offering materials and the DBSl and 
HBK sales materials and oral statements, all represented that the notes purchased by M&T were 
high quality, safe, secure, and nearly risk-free. This was conveyed by means of the AAA/AA 
ratings, the representation that up to 47% of principal could be lost without impacting the notes, 
the dcscriirtion of extensive loan- level due diligence and aggressive and innovative collateral 
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monitoring and mMiagement, and the description of flic collateral as "diversified,” among odwr 
thin^. It Is now clear that the represaitatlons of safety, sccority. and low risk conveyed by the 
Gemstone olfering mat«ials and Qie associated oral statements were false. 

60. By the fourth quarter of 2W)6, at the latest, HBK and DBS! and its 

affiliates were experiencing subsrantial problems with non-performing subprime loans that were 
collateral for the earlier Gemstone CDO deals. They were involved in disputes with at least five 
subprime mortgage originators about die originators’ refusal to honor their contractual 
obligations to repwchase non-confwming and defeuked loans. Thus, HBK and DBSI ^d its 
affiliates had knowledge that the subprime loans purchased from the group of originators they 
dealt with had quality problems that were resulting in rapidly rising defaults, materially different 
than die statistical experience from 2003, 2004, and 2005. Yet HBK and DBSI failed to respond 
by appropriately modifying their default and loss projection models, their due diligence, and 
their collateral management and administration practices. Accordingly, prior to M&T's 
February 21, 2007 purchase of the Gemstone Vll notes, HBK and DBSI and its affiliates knew 
that their defauh and loss projection models were wrong and that their due diligence and 
collateral management administration practices were inadequate to provide the safety and 
security that they had represented for the Class A and Class B Gemstone VII notes. None of this 
information was disclosed to M&T during the sales process for the Gemstone VU notes. 

61 . The Gemstone VII offering circular discloses that bonds for the collateral 
pool are purchased from DBS! (or its affiliates) and/or HBK. Upon information and belief, the 
subprime loans underlying the bonds sold by HBK and DBSI to Gemstone Vli were the subject 
of large numbers of pending repurchase demands to originators. HBK and DBSI failed to 
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dolose this material information to M&T. This consHtuted an undisclosed conflict of interest 
and fraudulent self-deaiing. 

62. Clayton Holdings is the largest provider of due diligence services 
reviewing and evaluating mortgage loans for securitizations. Media reports have ^ated that 
Clayton began noting, arul reporting to securittzers, substantial deterioration in the quality of 
subprime mortgages as early as the second half of 200S, with problems increasing throughout 
2006. For example, the New York Times reported this in a January 27, 2008 article entitled: 
Loan Reviewer Aiding Inquiry Into Big Banks. On January 28, 2008, the Wall Street Journal 
published a similar article, entitled: Due Diligence Firm to Aid New York Subprime Probe. 

63. The increasing detcrioraticm of subprime mortgage quality was measured 
by the pwcentage of loans categorized by Clayton as “exception loans.” An “exception loan” 
was a loan that did not meet the originator’s underwriting standards. With regard to subprime 
loans, this frequently occurred because the required borrower documentation had not been 
otnained or because the borrower misrepresented his income, employment status, or intent to 
occupy the premises. DBSl and its affiliates were among Clayton’s largest customers. HBK 
was also was a customer of Clayton’s. Upon information and belief, in 2006, Clayton provided 
due diligence reports to HBK and DBS! (or hs affiliates) that reflected steeply increasing levels 
of subprime exception loans, fraud, and defaults, and sharply deteriorating subprime loan quality 
and underwrrtiog. As a result, HBK and DBS! (and its affiliates) had knowledge even before 
2007 that the subprime collateral being assembled for the Gemstone VIl CDO was deteriorating 
and impaired. This was not disclosed to M&T. If it had been, M&T would not have purchased 
the Gemstone Vn notes, 
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64. HBK and DBS! and te were aware that the loss projection 

models used in stnicturing and rating the Gemstone VB CDO tranches and in making the 
representations set forth in the Gemstone offcrmg materials regarding overcollateralization and 
credit protection were felse. These loss projection models were not modified to properly take 
account of the deteriorating subprime mortgage market. ITiis was material information that was 
not disclosed to M&T. If it had been, M&T would not have purchased the Gemstone Vll notes. 

65. HBK and Deutsche Bank were aware that the ratings assigned to the 
Gemstone Vn CDO tranches and fte underlying bonds were inaccurate and inflated and did not 
accurately represent die level of risk associated with those tranches and bonds. The rating 
agencies have stated publicly diat they were not provided with the Clayton due diligence reports 
when rating subprime mortgage-backed CDOs and that they would have considered those reports 
material. Moody’s has stated tiiat “the completeness and veracity (of the information provided 
by subprime issuers to the rating agencies] was deteriwating” in 2006. Inquiry Focuses on 
Withholding of Data on Loans, New Yoric Times. January 12, 2008; Loan Revie^vr Aiding 
Inquiry Info Big Banks. New York Times, January 27, 2008. 

66. The HBK/DBSI Debt Investor Presentation contains specific and positive 
representations about the pcrfonnance of prior Gemstone deals. Because HBK and DBSl were 
already involved in repurchase disputes with their major originatore, these represeniaiions were 
misleading, irrcomplete, and false at the time they were made. 

67. The Gemstone offering materials provided to M&T (particularly, the DelH 
Investor Presentation) cemtain detailed representations regarding HBK’s due diligence with 
regard to the collateral underlying the Gemstone VD CDO. These include representations that 
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HBK “builds” the bond collateral froin the bcrttom up, assembling and evaluating the specific 
loans and lomi pools underlying tifie bonds. The DIP also indicates that HBK has in place 
proprietary processes for review and evaluation of loans and that it “kicks back” problem loans 
to or^nators before they even enter the pool undertying d»c bonds purchased for toe CDO 
collateral. Finally, the DIP indicates that HBK may purchase some of the bonds on the open 
market, but that it will first conduct careful due diligence with regard to the loan pools 
underlying those bonds. Given the feet that the Gemstone Vn subprime collateral began to 
perform poorly almost immediately after the March 15, 2007 settlement date, it is clear that HBK 
did not conduct the represented due diligence or that it conducted it and found quality problems 
wfth tiie loan pools, but nevertheless incorporated those loans into the Gemstone VII CDO, 
without discltMiing diis to M&T. 

68. The Gemstone offering materials repeatedly refer to the collateral 
underlying the Gemstone CDO as a “diversified portfolio of interests in asset-backed securities,” 
See, e.g., GOC at 5. This represents, among other things, that while there may be losses in 
individual bonds, there will be no strong correlation in losses among the various bonds in the 
pool. Loss correlation across the bonds in tbe Gemstone VII CDO runted out to be very high. It 
is now evident that the bonds were not truly diversified. They were not appropriately 
geographically diversified to reduce risk, and they all had common characteristics that made 
them likely to experience correlated poor performance. All of the bonds, and their underlying 
loans, were dependent on continued and iminterrupted home price appreciation to avoid default 
or underperformance. As a result, the bonds were highly correlated and were not diversified, 
contrary to the false representations in the Gemstone offering matcrials- 
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69. M&T learoed fw the first time in Septwnter 2(K)7 that HBK (through an 
affiliate) owned a major portion of the Class A-lb notes (designated as die “Controlling Class” 
in the ofeing circular). M&T learned for the first time in late May 2008 that DBSI owned the 
balance of the Class A-lb notes. This was material mfonnation because it indicates that HBK 
end DBSI were not able to sell the Conteolling Class A-lb notes to outside, independent 
investors who did not have a proprietary interest in the success of die deal. Instead, DBS! and 
HBK were required to mtervene and purchase die Class A-!b notes themselves to “save” the 
deal This information was not disclosed to M&T. If M&T was aware of this, it would not have 
purchased the Gemstone VII notes. 

70. In addition, the Gemstone oiTering materials contain numerous 
representations that HBK’s financial interests are aligned with the interests of the noteholders, 
because HBK purchased the equity tranche, which is the bwest rated tranche and the first to 
suffer loss. In fact, while HBK invested $18.7 million in the Gemstone VTI equity tranche, it 
owned (together with DBSI) $400 million of Class A-lb notes which carry the “Conteolling 
Class” rights and are senior to M&T’s Class A-2 and Class B notes. The interests of the Class 
A-lb noteholders are in conflict whh M&T's interests in a default or liquidation scenario 
because the Class A- 1 b noteholders have the unilateral right upon an Event of Default to direct 
that all of the Gemstone VI] collateral be sold and that the proceeds be distributed in accordance 
with certain Event of Default priorities. In that circamstance, it Is highly likely that M&T's 
Class A-2 notes would be paid very little of its outstanding principal and that the Class B note 
would be paid nothing. This puts the Class A-lb noteholders in conflict with the Class A-2 and 
Class B noteholders because its interest could be to liquidate the collateral quickly, before further 
losses, while the Class A-2 and Class B noteholders would prefer to hold the collateral in the 
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hope that the mortgage market might recover — or at least to continue sharing in interest 
distributions (which are cut olT on liquidation). The conflict of interest of HBK and DBSl, as 
owners of Class A- lb “Controlling Class" notes, was not disclosed to M&T, and M&T would 
not have purchased the Gemstone Vn notes if it bad been. 

71. In addition, the ^(approximately $3.1 million per year) and oth»- 
compensation due to HBK in connection with the Gemstone Vn CIX) over the life of the CDO 
fer exceeded fte value of its equity tranche. This is another way in which HBK’s interests 
conflicted with M&Ts. 

72. On April 1 8, 2008, Deutsche Bank Trust issued notice to Gemstone VII 
noteholders diat an Event of Default had occurred. The Gemstone VI! CDO failed the Class A*1 
ovcrcol!atcrall23tion test, which provides that if the Class A-1 overcollateralization ratio (as 
computed pursuant to a formula in the GOC) falls below 100%, an Event of Default occurs, 
"nius, as of March 31, 2008, the interests of M&T and HBK were concretely adverse In a way 
that was concealed from M&T at the time it purchased the Gemstone VII notes. 

73. Pursuant to section 10.10(b)of the Gemstone Vll Indenture, the Issuers 
were required to obtain a Note Valuation Report from an independent accountant on an annual 
basis. The2007reportwasdueonMarch 13,2008underthetermsofscaion 10.10(b). The 
Note Valuation Report is required to include detailed information about the performance of the 
Gemstone VII notes and the underlying collateral. Tbe Issuers arc currently in default of their 
obligations to provide a Note Valuation Report by an independent accountant; the report Is 
nearly three months overdue. This reflects that defendants continue to withhold material 
information from M&T. 
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74, Reports published by S&P and Moody’s over the last nine months have 
revealed fects that are contrary to the HBK/DBSI claims in d»e DIP that rigorous loan-level due 
diligence was conducted and diat poor quality loans were identified and eliminated from the loan 
pools underlying the Gemsttme VII collateral. 

a. Gemstone VII was placed on credit watch by S&P in early July 
2007 — only four months after the deal closed. See S&PCorrect: 
Global CDO Deals Exposed to Subprime RMBS Reviewed, July 
10,2007. 

b. S&P published a report questioning the “data quality” provided 

during the rating process by CDO issuers. S&P's analysis 
indicates that it was jwovided with inaccurate information 
“regarding die loan and bwrower characteristics” (including FICO 
scores, LTV. ownership status, etc.).* The same report states that 
underwriting standards declined and misrepresentations increased 
“in excess of historical precedents and our initial assumptions” 
with respect to 2006 sulqirime loan originations. SdePCorreci: 
612 U.F.S. Subprime RMBS Classes Put on Watch Neg; 
Methodology Revisions Announced, 11,2007. This supports 

the position that issuers were aware of the declining quality of 
subprime mortgages but did not disclose it to the ratings agencies. 


A "FICO score" is a meUwd of rating borrow aWIfty to p^. “LTV” is the (oan to value ratio, a measure 
of die likelihood tb« the mortgage collaterai may be suHicient in the event of default 
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c. The same S&P report stales that S&P’s rating methodology for 
subprime CDOs was revised such that “a higher degree of 
correlation will be used” in evaluating ri^ of subprime bonds. 

This shows that tfte diversification and non-correlation 
assumptions undwiying the Gemstone VII CDO were ftlse. 

d. S&P has reported that “almost 65% of the bonds and indexes that 
track subprime mwtgagc debt don’t meet the ratings criteria in 
place when they were sold” In addition, “of the 300 bonds and 
ABX indexes ... 190 foiled to meet the credit support standard” 
associated with their ratings and “135 of 120 securities in the BBB 
or BBB- rated portions of the mortgage-backed securities would 
have failed S&P’s criteria." S&P. Moody's Masking S20Q Billion 
of Subprime Bond Risk (Bloomberg, June 29, 2007). This 
indicates that the ratings assigned to subprime bonds and tranches 
of sul^imc CDOs were inaccurate and did not reflect the true 
level of risk associated witi» those investments. 

e. Even today, the ratings associated with subprime bonds and CDOs 
are inflated and inaccurate. A recent Bloomberg article indicates 
that “all iHit 6 of the 80 AAA (bonds underlying the ABX index] 
failed an S&P lest for investment-grade status, which requires 
credit support to be twice the percentage of troubled collateral.” 
Moody's, S&P Defer Cuts on AAA Subprime, Hiding Loss 
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(Bloombcrg, March 1 1, 2008). The same article identified, as an 
example, Deutsche Bank Btmd ACE 2005-HE-7 A2D, which was 
rated AAA in early March 2008, even though 43% of dje 
undwlying mortgages were delinquent, 18% of its loans were in 
foxeclosurB, 15% of the properties have been seized by lenders, and 
about 10% had been delinquent for more tiian 90 days. When this 
bond was created, Moody’s and S&P required capital support to 
cover a loss rate of no more than 7% for the last three loss 
categories combined. 

f. Subprime bonds issued in 2006 and early 2007 were the “worst 

performing ever.” Subprime Mortgages Slipping Into Default at a 
Rapid Pace (International Herald Tribune, October 8, 2007). This 
shows that underwriting standards were materially relaxed in 2006 
without disclosure to investors and that the quality of loans 
underlying subfnime securities subslantially deteriorated during 
that timeframe, again without disclosure. 

75, Other media reports have disclosed addittohal relevant information 
reflecting that defendants’ representations relating to mortgage qualify and due diligence were 
false. 

a. Clayton Holdings, the largest subprime loan due diligence providw 
and a vendor for HBK and DBSI, estimates that in 2006, 30% of 
the loans included in securitized portfolios were “exception” loans 
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(I'.e., nonconforming loans which did not meet underwriting 
standards oflen due to indicia of fraud); some scenrituations 
contamed more toan 50% exception loans. The Securitization 
Bubbk (Natlonai Law Jmimal, March 17, 2008). 

b. Some investment bank securiti 2 £rs entered into agreements with 
originator that no more than 2.5% of subprime loans offered for 
sale would be rejected. Auditor: ^upervtforj Covered Up Risfy 
Loans (National Public Radio Website, May 28, 2008). 

c. Between 2001 and 2006, the number of loan review contractors 
working for Clayton rose from 1 50 to 900. Clayton’s revenues 
rose from $19 million in 2000 to $239 million in 2006. This sort 
of growth indicates declining quality of the due diligence reviews 
that were being conducted. Sub-Prime Mortgage Watchdogs Kept 
on Leash (LA. Times, March 17. 2008). "As time passed. Clayton 
executives said, Wall Street firms and their investor customers 
accepted increasing levels of default and fraud in subprime loans 
as they grew to trust software designed to offset those risks by 
charging higher interest rales. . . Id. These increased risks were 
not disclosed. This is especially misleading in view of the fact that 
Gemstone VII was marketed by emphasizing the perfoimance of 
earlier Gemstone deals, which utilized stricter underwriting 
standards. 
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d. “Early in the decade, a securities firm might have asked Clayton to 
review 25% to 40% of the sub-prime loans in a pool, comiwred 
with tjpically 10% in 2006,” Id “Loan buyers who kept the 
mortgages as an investment iostoad of pack^ing them into 
s wurit ies would have 50% to 1 00% of the irems examined This 
shows that underwriting standards declined dramatically in 2006, 
which was not disclosed to M&T, and that fte due diligence 
representations in the HBK/DBSl offering materials were 
misleading. It would also show that using the performance of the 
earlier Gemstone deals to market the Gemstone VTI CDO was 
misleading and fraudulent. 

c. Early in the decade, originators would not make subprime loans for 
more than 80% of a property’s value. During 2006, loans for 
I 00 %ofthehome’svaluewerc common. Id. This decline in 
underwriting standards was clearly known to HBK and DBSI, but 
was not disclosed. 

f. Adjustable Rate Mortgages; Almost all of the major subprime 
originators, including those used by HBK and DBSI, evaluated 
borrowers' “^ility to pay” solely on their ability to pay the initial 
“teaser” rates. Many borrowers were demonstrably unable to pay 
at the re-set rales. This risk was not disclosed in the Gemstone 
offering materials. HBK’s representations regarding “loan-level" 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBS! 00000064 

DB_PSL00000064 


12:16 May 12, 2011 Jkt066050 PO 00000 Frm01507 Fmt 6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1504 


VerDate Nov 24 2008 


Footnote Exhibits - Page 2256 


-37- 

due dUigeoce indicates that it should have idwitified, disclosed, 
and mitigated any risks of this type. There are no disclosures in 
the Gemstone offering materials regarding ttie risks attendant to 
ARM re-sets and whether borrowers will be able to pay the higher 
rates. Recent media reports have forecast massive defaults in mid- 
2008 because of borrowers’ inability to pay re-set, higher rates. If 
these risks had been disclosed to M&T, it would not have 
purchased the Gemstone VO notes. 

76. If had been aware of the true facts regarding the Gemstone VB 

notes, the underlying collateral, the due diligence and underwriting practices relating to the 
collateral, the ratings of the Gemstone VH notes, the dependence of the notes on continued home 
price appreciation, the earlier Gemstone deals, or the other matters discussed above, M&T would 
not have purchased the notes. 

77. M&T acted with reasonable diligence in connection with Its purchase of 
the Gemstone VII notes. A reasonably diligent investor would not have discovered defendants’ 
misrepresentations or omissions relating to the notes. 

78. M&T’s damages from its investment in the Gemstone VII notes were 
directly caused by the very matters that defendants misrepresemed, omitted, and failed to 
truthfully and completely disclose. 

yraST CAUSE of ACTION 
(Coaimoo Law Fraud) 

79. Repeats the allegations in paragraphs 1 through 78, 
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80. As described above, the Gemsttwe offering materials contain numerous 
material misrepresentations and omissiorB. In addition, DBSI and HBK made numerous 
material oral misrepreswitations and omissions to M&T in connection widi the Gemstone VTI 
notes, many of which are set forth above in paragraphs 12 and 30-36. 

81. Gemstone Ltd. and Gemstone Corp- (as issuers of the Gemstone VIl 
notes) are directly responsible and liable for these misrepresentations and omissions. DBSI, as 
the broker-dealer that sold the notes directly to M&T, and HBK, as the Collateral Manager, 
drafted the Gemstone offering materials and directly solicitfid M&T to purchase the notes. They 
are liable for their oral misrepresentations and omissions and the misrepresentations and 
omissions in the Gemstone offering materials. The misrcpiescntaiions and omissions by 
Gemstone Ltd., Gemstone Corp.. DBSI, and HBK Investments were intentional and were made 
with knowledge of their falsity or were (at the very least) reckless. 

82. M&T justifiably relied on the misrepresentations described above. The 
Gemstone VII CDO is an extraordinarily complex financial instrument. It would not have been 
possible to discover defendants’ misrepresentations and omissions without extensive expertise, 
and unreasonable expenditure of resources to analyze the Gemstone VIl CDO and the collateral, 
all of which M&T justifiably relied on defendants to do- Indeed, defendants solicited M&T to 
purohasc the notes specifically on the basis of their expertise in conducting this sort of due 
diligence and analysis and sold the fact that investors could rely on them rather than conduct 
such due diligence themselves. 

83. HBK Partners and HBK Management, as general partners of HBK. arc 
liable for HBK’s fraud. 
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84. As a resuh of Ae forgoing, M&T is entitled to judgment directing 
rescission of its purchase of the Gemstone Vll notes and directing return to M&T of the purchase 
price of the notes, togetfter with interest. M&T hweby tenders the notes to DBSI. 

85. In tire alternative, as a result of 4c foregoing, Gemstone Ltd., Gemstone 
Corp., DBSI, , HBK, HBK Partners, and HBK Management are liable to M&T in an amount 
sufficient to compensate for 4e damages suffered by M&T as a result of 4eir fraud, which 
amount exceeds $82 million. 

86. In addition, because the fraud of DBSI, Gemstone Corp., Gemstone Ltd., 
and HBK was intentioTial, willful, and malicious, M&T is entitled to an award of punitive 
damages in an amount exceeding $100 million. 

■SECOND CAUSE OF ACTION 
(Aiding and Abetting Common Law Fraud) 

87. Repeats the allegations in paragraph I through 86. 

88. As described in paragraphs 4-5, 19-20, 23, 65, and 69 above, Deutsche 
Bank Trust, the trustee of the trusts which purchased and held 4e Gemstone VII collateral, and 
Deutsche Bank AG, the counterparty on the credit defauU swaps, provided substantial and 
material assistance to advance the fraud described in the first cause of action. 

89 . Because of their affiliation with DBSI and their close, ongoing business 
relationship with HBK. Deutsche Bank Trust and Deutsche Bank AG had knowledge of the 
fraud described in the first cause of action and intentionally assisted in its commission. 

90. Deutsche Bank Trust and Deutsche Bank AG arc liable to M&T for the 
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damage caused by their unlawful conduct. In an amount exceeding $82 million. 

91 . In addttron, because the unlawful conduct of Deutsche Bank Trust and 
Deutsche Bank AG was intentional, willful, and malicimis, M&T is entitled to an award of 
punitive damages in an amount exceeding $100 million. 

THIRD TAUSE OF ACTION 
(Negligent Misrepresentation) 

92. Repeats die allegations in paragraphs 1 through 91. 

93. Gemstone Ltd., Gemstone Corp., DBSl, and HBK were each aware that its 
misrepresentations and omissions would be used and relied on by M&T in determining to 
purchase the Gemstone VII notes. 

94. Gemstone Ltd., Gemstone Corp., DBSl. and HBK intended that M&T rely 
on dieir misrepresentations and omissions in purchasing the Gemstone Vfl notes, and M&T did 
so. If M&T had been aware of the true facts regarding the Gemstone VJI notes, the underlying 
collateral, the dependence of the notes on commued home price appreciation, and the due 
diligence and underwriting practices relating to die collateral, it would not have purchased die 
notes. 

95. DBSl was the direct sellerofthe Gemstone Vll notes to M&T, HBK, as 
Collateral Manager for the Gemstone Trust, owed a fiduciary duty to M&T. As issuers of the 
Gemstone VII notes, Gemstone Ltd. and Gemstone Corp. have a direct contracma! relationship 
with M&T. DBSl and HBK communicated directly with M&T (on behalf of themselves and 
Gemstone Ltd. and Gemstone Corp.) in making die misrepresentations and omissions described 
above, in soliciting M&T to purchase the Gcmstwic VII notes in reliance on their 
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misrepresentations and omissions, and in procuring and cOTsuromating die sale of the Gemstone 
VH notes based on fteir misrepresentations and <»nissk>ns. 

96. As a result of the foregoing, MAT is entitled to judgment directing 
rescission of its purchase of the Gemstone VD notes and directing return to M&T of the purchase 
price of &e notes, together widi interest. MAT hereby tenders the notes. 

97. In the alternative, as a result of the foregoing. Gemstone Ltd., Gemstone 
Corp., DBSI, and HBK are liable to MAT In an amount sufficient to compensate for the damage 
caused by their unlawful conduct, vdikh amount exceeds $82 million. 

98. HBK Partners and HBK Mmagement, as general partners of HBK, are 
liable for its negligent misrepresentations, 

FOTJRTH CAUSE OF ACnOM 
(Breach of Fldnciary Dnty) 

99. Repeats the allegations in paragraphs 1 through 98. 

100. MAT, as an owner of two of the Gemstone VU notes, is a beneficiary of 
the Gemstone Trust. Deutsche Bank Trust as trustee of the Gemstone Trust owes a fiduciaiy 
duty to MAT. 

101 . HBK, as collateral manager for the Gemstone Trust owes a fiduciary duty 
to the Gemstone VII noteholders, inchidmg MAT. 

102. Deutsche Bank Trust and HBK breached their fiduciary duties to the 
Gemstone VU noteholders, including MAT. by. among other things, failing to properly monitor 
the collateral and mitigate losses to the Trust, and by failing to disclose known quality and 
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peifonnance problems with the sobprime Icmuis underlying die collateral and thereby aiding and 
^letting the fraud of the primary wrongdoers idaitificd m the first cause of action. Finally, HBK 
breached its fiduciary duties to M&T by making the misrepresentations and omissions referenced 
in the first cause of action. 

103. HBK Partners and HBK Management, as general partners of HBK, are 
liable for HBK’s breaches of fiduciary duty. 

] 04. Deutsche Bank Trust, HBK, HBK Partners, and HBK Management arc 
liable to MAT for the damage caused by their breaches of fiduciary duty, in an amount 
exceeding S82 million. 

105. In addition. MAT is entitled to an accounting of all amounts received by 
HBK and Deutsche Bank Trust from MAT or in connection with the Gemstone VII notes, 
together with judgment imposing a constructive trust on ail such amounts for the benefit of 
MAT. 

1 06. In addition, because the Ixeachcs of fiduciary duty by Deutsche Bank 

. Trust and HBK were intentional, willfijl and malicious, MAT is entitled to an award of punitive 
damages in an amount exceeding SIOO million. 

FTFTH CAUSE OP ACTION 
(Aiding and Abetting Breach of Fiduciary Doty) 

107. Repeats the allegations in paragraphs 1 through 106. 

108. DBSI, as seller of the Gemstone VII notes, and Deutsche Bank AO, as 
counterparty on the credit default swaps, aided and abetted the breaches of fiduciary duty by 
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Deutsche Bunk Trast and HBK by knowinEly providing material asaistance to such breaches of 
fiduciary duty. 

109. DBSI provided that assistance by purchasing the Gcm^one VII and 
offering them for sale in an unregistered offering, purportedly under SEC Rule i44A. In 
additiOR, the Gemstone offering materials (published in the name of DBSI. among others) were 
materially false. DBSI was aware of this and participated in malting the misrepresentations and 
omissions contained in fijose offering materials. 

1 1 0. Deutsche Bank AG assisted with the breaches of fiduciary duty of 
Deutsche Bank Trust and HBK by providing $600 million of collateral through the credit default 
swaps. The Reference Obligations underlying die credit default swaps were subject to the same 
misrepresentations and omissions regarding inflated ratings, quality and performance, exception 
loans, dependence on continued home price appreciation, and due diligence and underwriting, as 
were the cash bonds discussed above. As counterparty on the credit default swaps, Deutsche 
Bank AG was aware of these misrepresentations and omissions and failed to disclose them. 
Deutsche Bank AG was aware that its conduct provided material and substantial assistance to 
Deutsche Bank Trust and HBK In breaching their fiduciary duties. 

111. DBSI and Deutsche Bank AG are liable to M&T for the damages caused 
by their unlawful conduct, in an amount exceeding $82 million. 

srXTB CAUSE OF ACTIOIj 
(Breach of Contract) 

1 12. Repeats the allegations in paragraph I through 111. 

113. On February 21, 2007, M&T and DBSI entered into a contract pursuant to 
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which M&T purchased, and DBSl sold, the Gemstone VH notes. It was a material terni of that 
contract diat the representations made oraUy by DBSI and HBK and set forth in writing in the 
Gemstone offering materials were true and conecl and that ril material information had been 
disclosed to M&T. DBSI breached its contract with M&T, and breached its implied covenant of 
good faith and fair dealirrg in connection witti that contract, because the representations made in 
connection with the sale of the notes were falK and DBS! failed to disclose material information 
to M&T, including without limitation the fact that the notes were a high-risk bet that housing 
prices in the United States would continue to rise, the fact that the collateral underlying the notes 
was low-quality and impaired, the fact that the due diligence and monitoring of the Gemstone 
VII collateral was inadequate, the fact dial the loss projection and default models used in the 
Gemstone VII CDO were unreliable and wrong, the fact that the ratings of the notes were falsely 
inflated, and the fact diat the tranched structure of Ihe notes did not confer the safety benefits 
rqjrescntcd by DBSI. 

1 14. Deulsche Bank Trust entered inlo a Indenture Agreement, dated as of 
March 15, 2007 (the “Indenture”) with Gemstone Ltd. and Gemstone Corp. The Indenture 
AgreenKnt provided, among other things. Ihe letms on which Deutsche Bank Trust acted as 
trustee of the Gemstone VII collateral. As a Gemstone VII noteholder, M&T was a third-party 
beneficiary of the Indenture. 

115. Under the Indenture, Deutsche Bank Trust agreed, expressly and/or 
impliedly, to disclose all material infonnarion to M&T and that it would exercise its rights under 
the Indenture and associated agreements (including without limitation the Management 
Agreement) to protect M&T’s interests as a noteholder. Deutsche Bank Trust breached its 
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contractua! obligations under the Indenture, because it did not remove HBK as collateral 
manager or require HBK to mitigate losses under the Indenture by selling collateral. In addition, 
HBK breached its obligations under the Indenture 1^ failing to disclose to M&T that the ratings 
of the Gemstone VII collateral were inflated, the known quality and performance problems with 
die collateral, that the due diligence and monitorii^ of fte Gemstone VII collateral was 
inadequate, that the lowi loss and defeult projection models used in the Gemstone VII CX)0 were 
unreliable and wrong, and that the collateral was dependent on continued home price 

apprecation. This conduct also constituted a breach ofDeutsche Bank Trust’s obligation of 

good faith and fair dealing under the Indenture. 

1 16. DBSI and Deutsche Bank Trust are liable to M&T for the damages caused 
by their breaches of contract, in an amount exceeding $82 million. 

■SF.W.NTH OF ACTION 

(General Business Law § 350) 

1 1 7. Repeats the allegations in paragraphs 1 through 1 1 6. 

1 1 8. The Gemstone offwing materials constituted “advertising” under General 
Business Law § 350, The Gemstone offering materials were prepared and used to solicit 
investors by defendants Gemstone Ltd., Gemstone Cotp., DBSI, and HBK. As discussed above. 

those materials were materially misleading. 

119. The conduct of DBSI and HBK in issuing the Gemstone offering materials 
violated General Business Law § 350. 

1 20. Gemstone Ltd., Gemstone Corp., DBSI, and HBK are liable to M&T for 
the damages caused by their unlawful false advertising, in an amount exceeding $82 million. 
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121. "Hie conduct of Gemstone Lld^ Gemstone Corp., DBSl, and HBK in 
violating Gaieral Business Law § 350 was mtentional willfol and malicious. As a result, they 
are liable to M&T for punitive dwnages in an amount exceeding $100 million. 

EIGHTH TAUSE OP ACTION 
(General Business Law § 349) 

m. Repeats the alleg^ons in paragraph 1 through 121. 

123. The Gemstone offering materials were materially misleading, as set forth 

above. 

124. The sale of the Gemstone Vn notes was wiUiin the scope of General 
Businws Law § 349. It was not an individually negotiated transaction. Upon information and 
belief, the notes were offered to a wide variety of different purchasers on uniform terms that 
were not subject to negotiation. 

125. The misrepresentations and material omissions in the Gemstone offering 
materials were likely to (and did) mislead reasonable purchasers acting reasonably under the 
circumstances. 

126. The conduct of Gemstone Ltd., Gemstone Corp., DBSl, and HBK, in 
soliciting investors and offering the Gemstone VII notes through use of the Gemstone offering 
materials was in violation of General Business Law § 349. 

127. Gemstone Ltd., Gemstone Corp., DBSl, and HBK are liable to M&T for 
the damages caused by their unlawful conduct, in an amount exceeding $82 million. 

128. The conduct of Gemstone Ltd., Gemstone Corp., DBSl, and HBK in 
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violating General Business Law § 349 was intentional willful and malicious. As a result, they 
are l!£d>lc to M&T for punitive damages in an amount exceeding $100 million. 

NINTH CAUSE OF ACTION 
(Reseission of Contract) 

129. Repeats die allegations in paragraphs 1 through 128. 

130. As a result of the materia! misreprcscntaiiors and omissions described 
above, M&T is entitled to judgment rescinding the contract of sale for the Gemstone VII notes 
and directing DBSl to return the purchase price for the notes, together with interest. M&T 
hereby tenders its GemstoiM VII notes to DBSl. 

TITNTH CAUSE OF ACTION 
(Rescission of Contract/lllcgality) 

131. R^eats the allegations in paragraphs 1 through 1 30, 

132. The contract of sale pursuant to which DBSl sold the Gemstone VTl notes 
to M&T was unlawfiil because it included misrepresentations and material omissions in violation 
of New York and federal law, including the New Yoric Martin Act (N.Y. Gen. Bus. Law §352- 
c), General Business Uw § 349. General Business Law § 350. and section 17 of the Securities 
Act of 1933, 15 U.S.C. § 77q, and the regulations promulgated thereunder. 

133. Because the contract of sale was illegal, M&T is entitled to judgment 
rescinding the contract of sale for the Gemstone VB notes and directing return of the purchase 
price for the notes, together with interest. M&T hereby tenders Us Gemstone VII notes to DBSl. 
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ELEVENTH CAUSE OF ACTION 
(Motnai Mistake) 

134. Repeats die allegations in paragraphs I through 133. 

135. M&T pleads this tenth cause of action in the alternative to its contention 
tlMt DBSI intentionally defrauded it. 

136. M&T entered into the contract to purchase the Gemstone VTI notes based 
on the foitowing mistakes of fact: 

a. That the collateral underlying the Gemstone Vll notes was 
diversified and not conelated. 

b. That the Gemstone VII notes had actually and objwnively satisfied 
the standards to be rated AAA by S&P and Aaa by Moody's. 

c. That the same underwriting and due diligence standards had been 
applied to Gemstone VII as to the earlier Gemstone CDOs. 

d. That the overcollateralization and tranched structure of the 
Gemstone Vn CDO would protect M&T’s notes from losses or 
declines in value. 

e. That die safety and stability of the Gemstone VII was not 
dependent upon coittinuing appreciation of home prices in the 
United States maricet 

f. That the safety and subility of the Gemstone VII notes was 
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commensurate wWi other debt instnanents paying interest at the 
rate of approximately 337% to 3.58%. 

g. That die loss and default models applied by the rating companies 
and by defendants to the Gemstone VII notes were reasonable, 
accurate, and relUbIc for predicting the performance of the 
Gemstone VII notes, 

137. IfDBSl was also unaware of and mistaken about any of die foregoing 
facts, then the contract of sale for the Gemstone notes was based upon a mutual mistake of 
materal fact. 

138. In that event, M&T is enlHIed to rescission of that contract and return of 
its purchase price for the notes, together with interest. M&T hereby lenders the Gemstone Vn 
notes to DBSI. 

TWFl .BTH CAUSE O F ACTION 
(Unjust Enrichment) 

139. Repeats the allegations in paragraphs 1 through 138. 

140. As a result of their fraud and other wrongful conduct, defendants have 
been unjustly enriched. It would be ineguiUble and unjust to permit defendants to retain the 
proceeds of their unlawful conduct 

141. M&T is entitled to judgjnwtt directing defendants to disgorge all amounts 
received as a result of their fraudulent and wrongfiil conduct in connection with notes sold by 
Gemstone VII, including without limitation: the proceeds of the sales of the notes, all collateral 
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managemcnt fees, trustee fees, eoltateral adntinisIraUon fees, amounts received by Deutsche 
Bank AG as counterparty on credit de&uh swaps, distributions of any type from Gemstone VII, 
commissions or sales fees, and amounts received from the Gemstone VI! CDO in transactions 
involving the purchase of collateral. 

WHEREFORE, M&T demands judgment as follows; 

(1) On the first through eighth causes of action, monetary damages in an 
amount sufficiant to compensate M&T for its losses, which amount exceed $82 million. 

(2) On the first, third, ninth, tenth, and eleventh causes of action, judgment 
determining that the contract of sale between DBS! and M&T is rescinded, and directing DBS! 
to return to M&T the purchase price for the Gemstone VII notes. 

(3) On the fourth cause of action, judgment directing an accounting of all 
amounts received by HBK and DBSI from M&T or in connection with the Gemstone VII noles, 
together with judgment imposing a constnicUve tnist on all such amounts for the benefit of 
M&T. 

(4) On the twelfth cause of aetton, judgment directing defendanU to disgorge 
all amounts received as a result of their wrongful conduct in connection with the Gemstone VII 

CDO. 

(5) On all causes of actions, an award of interest, costs and disbursements, 
and altomcys’ fees. 

(6) An award of punitive damages in an amount exceeding $100 million. 


CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER 


DBSI_00000078 

DB_PSLd0000078 


VerDate Nov 24 2008 


12:16 May 12, 2011 


Jkt 066050 PO 00000 Frm 01521 


Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS 


PsN: PAT 



1518 


VerDate Nov 24 2008 


Footnote Exhibits - Page 2270 


-51- 

(7) Such further relief as the Court deems proper. 


Dale: June 16,2008 



The Guaranty Building 
140 Pearl Street, Suite 100 
Buffalo, New York 14202 
Telephone: (716)856-4000 

and 

KORNSTEIN VEISZ WEXLER & POLLARD, LLP 

Daniel J. Komstcin 

Kevin J. Fee 

757 Third Avenue 

New York, NY 10017 

Telephone: (212)418-8610 


BnOtX>CS2rMJ9vJ 
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From: Stuber, Laura (HSGAC) 

Sent: Tuesday, November 23, 2010 5:25 PM 

To: ’barbara.wright@wellsfargo.(xm' 

Subject: RE: Gemstone Vll Inforrration 


Yes, thanks very much. 

Original Message 

From: barbara.wright@wellsfargo.com fmailto:barbara.wright@wensfargo.coml 
Sent: Tuesday, November 23, 2010 4:53 PM 
To: Stuber, Laura (HSGAC) 

Subject: RE: Gemstone VII Information 

At this point the Gemstone bonds are not anticipated to pay anything, which is why they Sire currently marked at 
$0 (i.e., their current market value) iii the Longshore III trustee reports. However, the bonds did pay some 
interest over the years, as set forth on the attached chart. As you can see, the Class B’s did pay some interest 
into Longshore III until recently, on a declining basis. Longshore ill h as not liquidated , which is why there are 
still trustee reports; Sagittarius has liquidated and the bonds were worthless at the liquidation, since the Class 
C's had stopped cash-flowing in 2007. Does this help? 

-——Original Message 

From: Stuber, Laura (HSGAC) rmailto:Laura Stuber@bsgac.senate,govl 

Sent: Tuesday, November 23, 2010 2:38 PM 

To: Wright, Barbara H 

Subject: RE: Gemstone VII Information 

Barbara, 

Hi. I want to make sure I understand what you sent me. Did Longshore receive any return on its $30 million 
purchase of Gemstone 7? I know you said that the bonds are currently marked at zero, but I wasn't sure if that 
meant that the mark had changed post liquidation. Please let me know if I'm not understanding this correctly. 
Thank you. 

— Original Message 

From: barbara.wright@wellsfargo.com (mailto:barbara.wri ght@,wellsfargo.coml 
Sent; Friday, November 19, 2010 3:01 PM 
To: Stuber, Laura (HSGAC) 

Subject: RE; Gemstone VII Information 

Hi Laura. First, I am attaching the most recent trustee's report for the Longshore III transaction which shows 
the Gemstone 7 bonds marked at $0. (Note that these are not Wachovia’s assets (or losses), but are collateral 
held in a CDO.) I was also able to locate the "missing" $10 million — SAI purchased $10 million of the Class 
C's for another CDO it was managing called Sagittarius. Sagittarius went into default and was liquidated and no 
value was received for the Gemstone 7 bonds at the time of liquidation. 1 hope this is helpful. 
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From: Farber. Seth (sferber@dewey!eboeuf.coml 

Sent: Tuesday, December 07, 2010 8:43 AM 

To: Stuber. Laura (HSGAC) 

Cc: Farber. Seth; Carelro. Vanessa (HSGAC); Petreita, Christina: Coieman, Ilona 

Subject; Re: Another matter 


Laura - in response to your question about the ultimate result of Commerzbank's Gemstone VII investment, the 
investment has been transferred to the Bank's London branch and has been written down to zero. Seth 


On Nov 22, 2010, at 10:12 AM, "Stuber, Laura \(HSGAC\)" < Laura Stuber@hsgac.senate.^ > wrote: 
Thanks Seth. I will give you a call after 2:00. 


From: Farber, Seth [mailto:sfarber@deweyleboeuf.com} 

Sent: Saturday, November 20, 2010 3:59 PM 
To: Stuber, Laura (HSGAC) 

Cc: Careiro, Vanessa (HSGAC); Petrelia, Christina; Coleman, Ilona 
Subjeti:: RE: Anoftier matter 


Laura • I tried you on Friday at 4 pm, as we discussed, but just got voicemail. If you'd like to follow up on 
Monday, my schedule is pretty clear after 2pm. SeOi 


Seth Farber 
Partner 

Dewey & LeBoeuf LLP 
1301 Avenue of the Americas 
New York, NY 10019 
Direct; +1 212 259 7227 
General: +1 212 259 8000 
Fax: +1 212 2596333 
sfarber@dl.com 
www.dl.com 
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greglipObbolgfo: jmcpassportgbbolg 
cc: 

08/23/2006 P'*'**- Street Jooraal Today Wednesday August 23 

11:31 AM 

Message Sent; 08/23/2006 12:31:41 

From: GREGLIP@BBOTG|GREG LIPPMANN|DEUTSCHE BANK SECURI|i7261328663 
To: JMCPASSPORT@BBOTG|JEREMY COONIPASSPORT MANAGEMENT,] j 

yes.. .as they r buying equity and shorting the single names..abitdeviou= 
s.. 

Original Message 

From; JEREMY COON, PASSPORT MANAGEMENT. 

At: 8/23 12:27:13 

and this Chicago fund is rather bearish on hemsing yes? 

Original Message - — 

From: GREG LIPPMANN, DEUTSCHE BANK SECURI 
At; 8/23 12:24:20 

Chicago based hedge fund that is buying tons of cdo equity and shorting t= 
he 

single names,. .will send u asiiarl trade idea (thought we had discussed = 
before) 

Original Message 

From: JEREMY COON, PASSPORT MANAGEMENT, 

At; 8/23 11:34:58 

what is magnetar? 

Ori^nal Message 

From: GREG LIPPMANN, DEUTSCHE BANK SECURI 
At; 8/23 11:34:12 



i do indeed when magnetar gets full which is soon it will be off to the r= 
aces.. 

— Original Message — 

From; JEREMY COON, PASSPORT MANAGEMENT, 

At: 8/23 11:32:46 


sounds good, ...we are waiting for some new European funds to come In and = 
then 

plan on doing some more CDS with you u think we have a chance at crac= 

king 

the infernal CDO bid this fall and actually trading on fundamentals and 
widening? 

Original Message 

From: GREG LIPPMANN, DEUTSCHE BANK SECURI 
At: 8/23 11:30:27 


lets make a plan closer to the date 
Original Message 

From; JEREMY COON, PASSPORT MANAGEMENT, 
At: 8/23 11:28:15 
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cool....hope to see ya down there 
Original Message 

From: GREG LIPPMANN, DEUTSCHE BAMC SECURI 
At; 8/23 11:25:22 

absolutely... 

— Original Message 

From: JEREMY COON, PASSPORT MANAGEMENT. 

At; 8/23 11:21:53 

are you attending the ABS East Nov 5-8? 

Original Message 

From: GREG LIPPMANN, DEUTSCHE BANK SECURI 
At: 8/23 11:10:41 


Original Message 

From; Greg Lippmann <greg.lippmann@db.com> 
At; 8/23 11:09:55 

Au^st 23, 2006 


After the Boom 
Housing Slump Proves Painful 
For Some Owners and Builders 
'Hard Landing’ on the Coasts 
Jolts Those Who Must Sell; 

Ms. Guth Tries an Auction 
‘We're Preparing for the Worst* 

By JAMES R. HAGERTY and MICHAEL CORKERY 
August 23, 2006; Page A1 

HERNDON, Va, -- For years, real-estate brokers and home builders promised® 

that the soaring property market eventually would glide to a soft landing= 

These optimists predicted that home prices, which had more than doubled i= 
n 

parts of the country between 2000 and 2005, would continue to rise, but a= 

t 

a more normal pace of 5% or 6% a year. 

It isn't working out that way. The rapid deterioration of the market over® 
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the past 12 months has caught many horaeownere and builders offguard. Som= 
e 

are being forced to cut prices far below what their homes coiild have 
fetched a year ago. It's too early to say how hard the folding will be, 
but at a minimum it will be bumpy for many people need to sell homes.= 

And the economy as a whole, buoyed in recent years by the housing fren 2 y,~ 

could suffer. 

The pain that homeowners and home builders are now feeling follows a 
raging national house party. As Americans smired on the stock maiket afte= 
r 

the tech bubble burst in 2000, they poured money into real estate. spurre= 
d 

on by the lowest interest rates in four decades and looser lending 
standards. Surging demand created home shortages in California, Florida 
and the Northeast. Over the five years ending Dec. 31, average U S. home 


prices jumped by 58%, according to a federal housing index. 

But mortgage rates began rising and surging inventories of homes for sale= 

finally caught up with demand. Though economists had been predicting a 
slowdown in housing for years, many homeowners and builders were surprise= 
d 

by how fast the market changed. ’Tl's just like somebody flipped a 
switch," says Lynn Gardner, a real -estate auctioneer who works in Norther= 
n 

Virginia. 

"It would be difficult to characterize the position of home builders as 
other than in a hard landing," says Robert Toil, chief executive of luxur* 
y 

home builder Toll Brothers Inc,, which reported yesterday that net income- 

fell 19% in the third quarter ended July 3 1 . (See related article2.) 

In his 40 years as a home builder, Mr, Toll says, he has never seen a 
slump unfold like the current one. "I've never seen a downturn in housing® 

without a downturn in employment or... some macroeconomic nasty condition® 

that took housing down along with other elements of the economy," he says= 

"This time, you've got low unemployment, you’ve got job creation, you’ve 


got a stable stock market and relatively low interest rates." 

Joan Guth is one homeowner who was taken by surprise. Last September, she® 

put her stately five-bedroom home in Herndon, Va., on the market for abou= 
t 

$1,1 million. She was confident she would get something near that price, 
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and planned to use the proceeds to buy a retirement home in Florida. But 


her home in the Washington suburbs attracted few serious lookers, and in 


March, she cut her asking price to $899,900. Still there were no takers. 


Finally, on the advice of her broker, she cdled in an auction firm, 
beginning a process that would eventually reveal to her just how weak the= 

Northern Virginia market had become. 

In much of the country, property markets began cooling rapidly in the 
second half of last year. Home builders were still turning out houses at =* 
a 

rapid clip, and the surge of new and previously occupied homes on the 
market convinced buyers there was no need to hurry. Over die past year, 
the number of previously occupied homes listed for sale nationwide has 
risen nearly 40%. In some metropolitan areas, including Orlando and 
Phoenix, the supply has quadrupled. 

Investors who during the boom had been snapping up properties from the 
outskirts of Phoenix to the slums of Baltimore began dumping them on the 


market, hoping to get out vrith a profit before it was too late. 

The resulting slump, thus far, is being felt mainly on the East and West 


coasts and in Florida, where home prices had soared beyond the average 
working family's ability to pay. In California's San Diego County, the 
median home-sale price was $487,000 in July, down 1.8% from a year 
earlier, according to DataQuick Information Systems, a research firm in 
San Diego. Prices in the Northern Virginia counties of Fairfax and 
Arlington and in nearby towns, near Washington, averaged $537,731 in July® 

down 3.9% from a year earlier, according to the Northern Virginia 
Association of Realtors. 


Joan Guth, outside the Herndon, Va,, home she agreed to sell earlier this® 
month. 

In some other parts of the country, notably Texas and the Seattle area, 
local housing markets remain robust, Texas' low housing costs are 
attracting new residents and investors, while Seattle’s strong job market® 

and shortage of homes have kept prices rising. 

Nationwide, the median sale price of previously occupied homes in June wa= 
s 

0.9% higher than it was a year earlier, the smali^t year-to-year increas® 
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e 

since May 1995, according to the National Association ofReaitore, a trad= 
e • 

group. Over the next few months, the median price may d^ine from 
year-earlier periods, a spokesman for the association says, something tha= 
t 

hasn't happened since February 1993. 

The market may be weaker than the Realtors' widely followed monthly 
reports suggest. The group's data don't reflect the lat^t transactions. 


Its report on July home sales, for instance, due today, will mainly 
reflect sales that were agreed upon in May or June and closed in July. 
Moreover, when the market turns down, many home seU^s initially let 
their homes sit instead of cutting prices enough to entice buyws. 

Allen Sinai, chief economist at Decision Economics Inc , a New York 
research firm, contends that housing is poised (or something "harder than= 

a soft landing but softer than a hard landing." The weaker market will 
hurt the economy by eliminating jobs in construction and other 
housing-related fields and by reducing the ability of consumers to financ= 
e 

spending by borrowing against their home equity. Mr. Sinai predicts these= 

factors could shave as much as a percentage point off economic growth ove» 
r 

the next year or so. Taking that into account, he expects the economy to 


grow at a relatively sluggish annual rate of2.5%to2.75%in 2007, 
compared with 2.5% in this year's second quarter and 5.6% in the first 
quarter. 

In a speech yesterday, Michael Moskow, president of the Federal Reserve 
Bank of Chicago, noted; "While we factor a housing slowdown into our 
outlook, there is some evidence - such as higher rates of cancellation 
n 

home-building contracts -- that the slowdown could be more extensive." 

With fewer consumers applying for home loans, some big mortgage lenders 
are already retrenching. Countrywide Financial Corp. last month announced® 

plans to reduce costs by $500 million. Earlier this year, Washington 
Mutual Inc. eliminated 2,500 jobs at loan-processing centers. 

Builders, who were optimistic about prospects until a few months ago, are= 

cutting back too, KB Home, a big home builder based in Los Angeles, has 
eliminated 7% of its work force, or 440 jobs In July, U.S. home builders® 

started construction at an annual rate of 1,45 million angle-family 
homes, down 20% from the January peak. 

Last August, when Horsham, Pa. -based Toll Brothers reported that its 
quarterly profit had doubled, Mr, Toll boasted: "We've got the supply, an® 
d 

the market has got the demand. So it's a match made in heaven." Since 
then. Toll has cuts its guidance four times on the number of homes it 
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expects to close on, and its share price has fallen by more than 45%. 

Yesterday, the company said orders for new homes in the third quarter wer= 
e 

down 48% from a year earlier. 

Mr. Toll blames a "drop in confidence" among prospective home buyers, who= 

he says are worried about "the direction of America" and the situation in= 

Iraq. The retreat of speoilators who were buying and "flipping" homes als= 
o 

hurt the market, he says. Such speculative buyers, who Nfr. Toll esdmate5= 

accounted for about 10% of demand one year ago, are now sellers. 

Even so, Mr. Toll contends that new household formation, immigration, job= 

creation and rising affluence are currently producing a pent-up demand fo= 
r 

housing. Once Americans believe that home prices have bottomed, he argues^ 
they will rush back into the market, although he is unwilling to predict 


when that will happen. 

At D.R. Horton Inc., the nation's largest home builder by units built per= 

year, executives said late last year they were confident that quarterly 
earnings would continue to increase even during a housing-market slump. 1= 
n 

July, Horton reported a 21% decline in net income for the third quarter 
ended June 30, the first quarter in 28 years in which it didn't report 
year-over-year profit growth. Horton's chief executive, Donald Tomnitz, 
said the surge in home prices had priced many people out of the maikel. 
"Every time we've gone into a downturn in the home-building industry, 
they've always been longer and deeper than we've all imagined," Mr. 
Tomnitz told analysts in a July 20 conference call. "So we're preparing 
for the worst, and we think this one will be longer and deeper than just 


the last six months." 

For some homeowners who bought as the market was peaking last year, the 
downturn is already creating a financial pinch. 

In April 2005, Jennifer BloOm paid about $229,000 for a condominium in 
Yarmouth Port on Massachusetts's Cape Cod, where her son planned to !ive.= 

After his plans changed, Ms, Bloom, a software specialist for a computer 


company, decided early this year to sell the condo. She initially listed 


it at $229,000, and then gradually shaved the price to $199,000 as the 
market weakened. Earlier this month, she gave up on finding a buyer at a 
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price she could bear to accept. Instead, she is railing out the condo for== 

$1,000 a month, which she says is more than $200 bdow her monthly costs 


for mortgage payments, insurance, taxes and other items. She says she 
intends to hold off on selling it until the market improves. 

The slump has been particulariy harsh in Northern Vii^nia, where in 
recent years, large home builders have turned open fields and wooded lots== 

into new subdivisions. Inventories of unsold homes here have risen 147% 
over the past year, compared to a 40% increase nationally. 

Would-be sellers such as Tahir Javed, a 36-year-old management consultant= 

are growing frustrated. One year ago, Mr, Javed dedded to move up from 
his town house in Ashbum, Va. He signed a contract to buy for $983,000 a= 

four-bedroom brick colonial that a developer planned to build in nearby 
Leesburg. He put down a $60,000 deposit and planned to move iiito the new 


house in October 2006. 

In May, Mr. Javed put his town house on the market for $499,900, which he= 

says is far above the $212,000 he paid in 1999, but in line with asking 
prices for similar homes in the neighborhood. He hasn't been able to fmd= 

a buyer, and the balance he owes on his new house — about $920,000 — is® 

due in about six weeks. 

Mr. Javed says he asked the builder for a price break, but the answer was= 

no, He's considering cutting the asking price for his town house to 
slightly under $470,000, and if that doesn't work, he may try to find a 
renter, He had planned to use the money from selling the town house as a 


20% down payment on what he owes on his new home, and to borrow the other* 

80%, Now he may need a bigger loan, which could carry a higher interest 
rate, he says. "That is the painful part," he says. 

Ms. Guth, whose home in Herndon, Va,, had failed to attract a buyer after= 

months on the market, eventually turned to Tranzon Fox, an auction firm 
based in Burke, Va. Ms. Guth had based her initial $1.1 million asking 
price on a 2005 appraisal of her home, which now appeared far off the 
mark. She and her family decided they would accept the highest bid of at 


least $675,000. 

Kristin Eddy, a 35-year-old pediatric occupational therapist living in a 


town home in Reston, Va., had noticed Ms. Guth's dark-green turreted home* 
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with its wraparound verandas while riding her bike along a nearby trail. 


"I've had my eye on that house for a long time — as a dream," Ms. Eddy 
says. When it first went on the market, it was far beyond her price range= 

Then she noticed the sign announcing the auction. 

On the morning of Aug. 5, the auctioneer, Stephwi Karbelk, set up 
loudspeakers on Ms. Guth's side lawn. Ms. Guth handed bottles of chilled 


water to the several dozen bidders and curious neighbors who showed up. "= 
I 

have a whole stomach full of butterflies," Ms. Guth s^d. 

Ms, Eddy figured her chances of winning were near zero. When the auction 


began, it became clear that there were only two sericHis bidders. Although= 

Mr. Karbelk tried to stir excitement, the bidding petered out within 
minutes. Ms. Eddy was the high bidder, at $475,000. 

Looking stricken, Ms, Guth and one of her sons huddled with their broker 


for a few minutes. Then they told the auctioneer they wouldn't accept the= 
bid, which fell below the stipulated minimum that hadn't been revealed to= 
bidders. The auction was over. 

Ms. Guth said she would move and leave the house empty until she could 
sell it at a reasonable price. Late that afternoon, Ms. Eddy raised her 
offer to $525,000. The Guihs wavered for two days before agreeing to 
accept about $530,000. Ms. Eddy is getting a home with five bedrooms, fou* 
r 

full bathrooms, a half-acre lot and a three-car garage for about what som* 
e 

people had been paying until recently for town houses in the area. 

Ms. Guth has revis^ her retirement plan. The disappointing auction resul= 
t 

made it difficult for her to afford the kind of home she wanted in 
Florida. She has decided to buy a home in South Hill, a rural area of 
south-central Virginia where home prices are cheaper than they are in 
either Florida or the Washington suburbs. She thinks she can find a home 


there for $175,000 or less. 

Write to James R. Hagerty at bob.hagerty@wsj.com3 and Michael Corkery at 
michael .corkery@wsj ,com4 
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This e-mail may contain confidential and/or privileged information. If yo= 
u are . 

not the intended recipient (or have r^eived this e-mail in error) please= 
notify 

the sender immediately and destroy this e-mail. Any unauthorized copying ,= 

disclosure or distribution of the material in this e-mail is strictly for= 
bidden. 


D D 
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greglip@bbolgTo: »<lo»rii@bbo(g 
cc; 

08/31/2006 
01:27 PM 

Message Sent; 08/31/2006 13:27:41 

From; GREGLIP@BBOTqGREG LIPPMANNjDEUTSCHE BANK SECURI!1726|328663 
To; WDOWD@BBOTG|WARREN DOWDIDEUTSCHE BANK SECURI}I726!14580 



can u do a call with chris James at partner funds at 12:30 est 
today? 

Reply; 

VES 


Reply; 

quick question- he asked me a follow up on email, wants to 
toow how magnetar distorted the market... 

Reply: 

EASY BUT LENGTHY ANSWWER GET HIM ON THE PHONE AND CALL ME.. 


D 

OrgSmtpMse.eml 
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Michael To: Greg LipFonann/NewYoric/DBNA/DeuBai^DBAmericas 

Raynes@DBEMEA«5: 

Sutgect: PrKing of 2 impwtant ABS CDOs 

10/10/2005 11:53 
AM 

FYI - We priced 2 important ABS CDOs on Friday with pnl of $14mm total and more importantly, firmly 
established 2 new business lines for the CDO Gnnip: 

- The $ Ibillion START 2005-B trade was backed by a static pool of CDS on mezzanine RMBS for Pmilson 
Advisors ( $4 bln risk arb hedge fund). Paulscm retained the bottom 6% of die trade and we sold the rest of the 
capital structure. Paulson, who came to us with the strong desire to short the US housing market, wrote CDS on 
underlying ABS (over 100 names) to DB and DB intermediated them into the deal. Deal team was headed by 
Michael Lamont who was supported by Rick Kim and Hinca Bogza on structuring and marketing, 
respectively .Greg Lippmann also played a critical role in deal execution, Stephanie Ruble from sales was 
critical in originating die opportunity. 

We also priced an innovative cash flow ABS CDO for State Street last week (called Diogenes)- this is the first 
true relative value strategy in the CDO market, long $400mm mezzanine RMBS and short $300mm CDS on 
RMBS related corporates (homebuilders, banks w hi^ mortgage focuses, monolines, etc). Strategy exploits the 
very large differential between secured and unsecured in this space (L+190 long BBB pool and 40 bps 
protection cost on BBB+ shorts). We are with a similar strategy now for TCW, long ABS short corporate 
with the shorts more index focused. In addition we are about to execute an engagement letter with TCW for a 
separate CDO with a strategy long BB RMBS and short BBB RMBS on the same deals. As with the START 
trade, Lamont played a critical role spearheading the deal from origination to pricing. 
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GR£GLIP@btoomberg.net ToSABHTAR.LNDB@bIoomberg-net 

cc 

12/14/2006 06:26 AM bcsc 

SalgectRe; Fwir lists for tomorrow 1 2/1 4 - Summary 


=====Begin Message===““= 

Message#: 61358 

Message Sent: 12/14/2006 06:26:32 

From: GREGLIPSbloomberg.netlGREG LI PPMANN I DEUTSCHE SANK SECURI 1 1726 ! 328663 

To: SABHTAR. LNDB@bloomberg.net I TARAN JIT SABHARWALI DEUTSCHE BANK SECURI 1 1726 i 328663 

Subject: Re: Four lists for tomorrow 12/14 - Summary 


Agreed. Start is crap you should short because I bet we’ll have to. Buyback cash 
ones next year. 


Sent From Bloomberg Mobile MSG 
Original Message 

From: TARANJIT SABHARWAL, DEUTSCHE BANK SECURI <sabhtar.- Indbabloomberg. net> 

At: 12/13/2006 23:04 

yes Greg will be cort^rletely passing on the cash TABS equity and the high-grade 

OWIC there are some START single-A on the protection BWIC as well, so will 

try and get out of our cash longs if we get a decent level - dont particularly 
like those despite the spreads. 


Original Message 

From: GREG LIPPMANN, DEUTSCHE BANK SECURI 
At: 12/13 22:59:55 

Let's pass on tabs anf get some more cds done. 


Sent From Bloomberg Mobile MSG 
Original Message 

From: TARANJIT SABHARWAL, DEUTSCHE BANK SECURI <sabhtar. IndbSbioomberg. net> 
At; 12/13/2006 21:48 

We have one cash BWIC, two BWiCs for protection and one OWIC for protection 
tomorrow, 12/14/06. 

List 1 - Cash BWIC - Due 11:00 AM BST 

Bid for Equity tranche of Mezz ABS CDO due on Thursday, December 14th at 11am 
EST. Reserve levels apply. 

Security Name CUSIP MM Manager Vintage 

TABS 2005-2A SUB 87337LAF1 8 Tricadia 6/05 


List 2 - CDS BWIC - Due 11:00 AM EST 

Bids on protection on A and BBS tranches of Mezz ABS CDO due on Thursday, 
December 14th at 11am EST. S15MM per name. Prefer Variable Cap/No Implied 
Writedown. Will consider Fixed Cap/ln^lied Writedown. Reserve levels apply. 
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Security Name 

CUSIP 

M/S/F 

Cpn 

Manager 

Vintage 

GSMST 

05-2A 

C 

36867VAE7 

A2/A/- 

+115 

HBK 

5/05 

GEMST 

05-3A 

C 

36868AAJ1 

A2/A/- 

+150 

HBK 

7/05 

START 

05-AA 

C 

85768PAC1 

A2/A/- 

+150 

static 

6/05 

START 

05-BA 

C 

85768QAE5 

Aa3/AA-/- 

+120 

static 

10/05 

ACCDO 

4A Cl 


00388FAC2 

Baa2/BBB/- 

+285 

RWT 

4/04 

ACCDO 

7A C 


00388YAC1 

A2/A/- 

+118 

RHT 

3/05 

DUKEF 

04- 7A 

4A 

264403AD8 

Baa2/B&B/- 

+320 

Duke 

8/04 

GEMST 

05-2A 

D 

36867VAF4 

A3/A-/- 

+158 

HBK 

5/05 

GEMST 

05- 3A 

D 

36868AAL6 

Baa2/BBB/- 

+265 

HBK 

7/05 

START 

05-AA 

D 

85768PAD9 

Baa2/BBB/- 

+300 

static 

6/05 

START 

05-BA 

D 

85768QAF2 

A3/A-/- 

+240 

static 

10/05 

START 

05-CA 

E 

85768TAH2 

aaa2/BBB/- 

+450 

static 

1/06 

BWIC 06-lA D 

11161RAG7 

Baa2/BBB/- 

+325 

Peloton 

5/06 

ACABS 

04-lA 

Cl 

000809AD5 

Baa2/BBB/BBB+ 

+325 

ACA 

5/04 


List 3 - CDS BWIC - Due 11:30 AM EST 

Bids for protection on A tranche of ABS CDO due on Thursday, December 14th at 
11:30am EST. Size is SIOMM. Variable Cap/No Inplied Writedown or Fixed 
Cap/Implied Writedown. Reserve levels apply. 


Security Name 

CUSIP 

M/S/F 

Cpn 

Manager 

Vintage 

Type 

ACABS 2005-2A A3 

00082NAE0 

A3/A-/- 

+145 

ACA 

8/05 

Mezz 

ACABS 2006-lA A3L 

00082WAD2 

A2/A/- 

+155 

ACA 

4/06 

Mezz 

ACABS 2006-2A A3L 

00389PAD7 

A2/A/NR 

+150 

ACA 

11/06 

Mezz 

CAIRH 2006-2A C 

12777AAD5 

A2/A/- 

+120 

Cairn 

9/06 

HG 

CAIRH I-A C 

127763AD2 

Aa3/A/- 

+150 

Cairn 

8/05 

HG 

CRNMZ 2006- lA 5 

12776yAD4 

A2/A/- 

+120 

Cairn 

9/06 

Mezz 

CRNMZ 2006-2A C 

12777CAE9 

A2/A/- 

+ 135 

Cairn 

11/06 

Mezz 

DKCDO 2005-lA C 

26702TAD4 

A2/A/- 

+175 

TCW 

12/05 

Mezz 

GRAND 2005-lA C 

38521PAE4 

A2/A/- 

+ 155 

TCW 

12/05 

HG 

GRAND 2006-2A C 

38521TAL0 

A3/A-/- 

+140 

TCW 

10/06 

HG 

IXCBO 2005-lA A3L 

4S602PADI 

A2/A/- 

+ 175 

IXIS 

12/05 

Mezz 

MRCY 2005-2A C 

589368AG4 

A2/A/- 

+ 150 

Fund America 

12/05 

HG 

MRCY 2006-3A C 

589372AD3 

A2/A/- 

+140 

Fund America 

5/06 

HG 

NEPTN 2004-lA A3L 

640699AD6 

A2/A/- 

+ 180 

Fund America 

1/05 

Mezz 

NSPTN 2005-2A C 

64069RAD6 

A2/A/A 

+147 

Fund America 

7/05 

Mezz 

NEPTN 2006-3A B 

64069PAJ7 

A2/A/- 

+ 180 

Fund America 

3/06 

Mezz 

PAMP 2006- lA.C 

697728AD5 

A2/A/- 

+ 140 

Vertical 

10/06 

HG 

SCF 7A C 

83743YAE3 

A2/A/A 

+140 

TCW 

5/05 

Mezz 

SCF 8A C 

83743LAJ0 

A2/A/- 

+ 150 

TCW 

1/06 

Mezz 

TOPG 2005-lA B 

89053XAE6 

A3/A-/- 

+170 

MWAM 

1/06 

Mezz 

TOPG 2006-2A B 

89054BAE3 

A2/A/- 

+ 145 

MWAM 

12/06 

Mezz 

TOURM 2006-2A D 

89155WAE5 

A2/A/- 

+ 155 

Blackrock 

3/06 

Mezz 

VERT 2005-lA C 

92534EAD3 

A2/A/- 

+145 

Vertical 

6/05 

Mezz 

VERT 2006-lA A3 

925345AE0 

A2/A/A 

+ 165 

Vertical 

4/06 

Mezz 

VERT 2006-2A A3 

925338AD7 

A2/A/A 

+145 

Vertical 

6/06 

Mezz 


List 4 - CDS OWIC - Due 1:00 PM EST 

Offers for protection on AA tranche of Hi Grade ABS CDO due Thursday, December 
14th at Ipra EST. Size is $15MM each. Fixed Cap/Iraplied Writedown. Reserve 
levels apply. 


Security Name 

CUSIP 

M/S/F 

Cpn 

Manager 

Vintage 

ALTS 2006-3A B 

02149YAD5 

Aa2/AA/- 

+52 

Aladdin 

9/06 

BKLYN 2006-lA A2 

114238AC2 

Aa2/AA/- 

+50 

Deutsche AM 

11/06 

BROD 2006-2A B 

112018AE6 

Aa2/AA/- 

+50 

Seneca 

9/06 

CAIRH 2006- 2A B 

12777AAC7 

Aa2/AA/- 

+48 

Cairn 

9/06 

CTIUS 2006-2A B 

17310JAB3 

Aa2/AA/- 

+50 

Aladdin 

12/06 
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G2FIN 

2006-2A B 

36243GAD7 

Aal/AA/- 

+49 

Wharton AM 

11/06 

IPSW 

2006-lA B 

46265BAG3 

Aa2/AA/AA 

+53 

MFS 

6/06 

I STAN 

2006- lA B 

46521UAE6 

Aa2/AA/- 

+51 

ST AM 

11/06 

JPTR 

2006-4A B 

48206BAD8 

Aa2/AA/- 

+55 

Maxim 

6/06 

KENT 

2006-3A B 

49056aAJ4 

Aa2/AA/- 

+51 

Declaration 

10/06 

KLROS 

2006-4A B 

49858BAG0 

Aa2/AA/- 

+52 

Strategos 

12/06 

MCKIN 

2006-3A B1 

58162QAC8 

Aa2/AA/- 

+52 

Vertical 

11/06 

NASS 

2006-lA B 

63155PAD7 

Aa2/AA/- 

+52 

Princeton Ad 

12/06 

RDGW 

2006-lA A4 

766i67AE0 

Aa2/AA/- 

+47 

CS Alt Cap 

7/06 

ROCKY 

2006-lA B 

77413PAE3 

Aa2/AA/- 

+50 

Petra 

10/06 

SIXAV 

2006-lA B 

830087AG7 

Aa2/AA/- 

+60 

Security Benefit 

10/06 

TAZ 2006-lA B 

878046AE1 

Aa2/AA/- 

+55 

Terwin 

6/06 

WADS 

2006-lA B 

930313AD3 

Aa2/AA/- 

+46 

Hartford 

9/06 
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:onfidential Treatment Requested by DBSl DBSI_PSI_EMAIL018956l! 


VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01542 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1539 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01543 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 




1540 



VerDate Nov 24 2008 12:16 May 12, 2011 Jkt066050 POOOOOO Frm01544 Fmt6602 Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 


ConGdmtiat Treaunent Requested by Dmuche Banl 




1541 


Footnote Exhibits - Page 0771 


STRUCTURED FINAS^CE Special Report 


2008 U.S. CDO Outlook and 2007 Review: 
Issuance Down in 2007 Triggered by Subprime Mortgages 
Meltdown; Lower Overall Issuance Expected in 2008 


AUTHOR; 


CONTENTS: 


Jian Hu 

Senior Vice President 
(212) 553-7855 

Jian. Hu®moodys. com 


CO-AUTHOR:’ 


Suzanna Sava 
Assistant Vice President - 


Analyst 

(212)553-1621 

Suzanna. Sava&mood;^. com 


CONTACTS: 

Yuri Yoshizawa 

Group Managing Director 

(212)553-1939 

Wirf. Yoshlzawa9moocfys. com 

Yvonne Fu 

Team Managing Director 
(212)553-7732 

Yvonne.Fu^moodys.com 

William May 

Team Managing Director 

(212) 553-3868 

Wiaam.M3yiPmoocfys.com 


WEBSITE: 

www.moodys.com 


J^emy Gluck contributed to 
this report as a re^j^ch con- 
suRant. Suzarma Sava con- 
tributed data to this report. 


1. Summary 

2. U.S. CDO Issuance Fell for the First Time since 2002 

3. While Slightly Down in Volume, SF CDOs and CLOs 
Continued to Dominate U.S. CDO Issuance in 2007 

4. Strong First and Second Quarters Offset Declines in the 
Third and Fourth Quarters of 2007 

5. Unprecedented SF CDO Downgrades in 2007 Shatter 
Historical Record 

6. Overall U.S. Financial Market Conditions Remain Difficult 

7. Generally Slower Issuance and More Negative Rating 
Activity Are Expected Heading into 2008 


1. SUMMARY 


2008 OUTLOOK 

To increase transparency on the macroeconomic and financial framework 
that underpins its risk assessments, Moody's has published a baseline 
outlook for the global economy, as well as three potential economic risk 
scenarios. These economic scenarios are intended to help Moody's ana- 
lysts formulate the outlooks for their specific markets using a consistent 
set of assumptions that envisage various stressed economic and financial 
conditions. 

The baseline outlook is inspired by major international organizations' eco- 
nomic outlooks. For 2008-2009. we assume robust yet more moderate 
global growth. However, it is also expected that there will be increased dif- 
ferentiation across geographies ■ specifically, a moderate downturn in the 
U.S. (and to a much lesser extent other mature market economies) and 
continued fast growth in emerging economies. This baseline outlook is 
affected by an unusualfy large degree of uncertainty, mostly related to the 
impact of credit tightening. 
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Moody's industry outlook (or the mortgage sector in the U.S. is negative. Further declines in home prices 
-combinedwith-weaker economic fundamentals-and-Etedit tightening-will continue-to-inerease-residential 
mortgage related delinquencies and losses for most of 2008.^ 

Moody's and other market participants currentfy pnt^ct double-digit peak-to-trough home price 
declines, which are expected to contribute to further deterioration in the performance of subprime and 
Alt-A mortgage pools. As detailed in Its updated loss projections for 2006 subprime loans. Moody's 
views on 2006 vintage subprime pools have become more bearish in recent months, with various stress 
scenarios resulting in a range of average projected losses, from 12% up to 24% depending on the sce- 
nario.^ It Is expected that during the coming year deteriorating performance will continue to affect the rat- 
ings of many subprime RMBS originated in 2006 and early 2007, which will in turn affect a significant 
portion of the structured llnance CDO sector. 

A major question mark for 2008 is a recovery in investors' confidence. A recovery is unlikely until the 
effects of the subprime crisis have been fully measured, especially the effects on financial institutions. 

The turn in the credit cycle and the projected increase in corporate default, rates may also start affecting 
the performance of corporate issuers and therefore heighten investors' caution in CDOs backed by cor- 
porate credits.'* 

In addition to performance considerations, investor demand will also be driven by the market's capacity 
to respond to an increased desire for information transparency in terms of underlying collateral and 
structural risks, so that investors can focus on deep fundamental analysis and apply sound judgment. 

Lessons have also been learned through the crisis with respect to the robustness of certain structures 
exposed to large market-value or correlation risks. 

In terms of new issuance, we expect minimal SF CDO issuance in 2008. Cash-flow CLO issuance will be 
increasingly active during the year, but a lot will be dependent on the conditions in the primary leveraged 
loan market and the arbitrage opportunity of structuring CLOs. We expect synthetic corporate CDO 
issuance to slow down substantially in 2008. 

In terms of rating performance, we expect to see significantly negative rating activity on SF CDOs during 
2008 given Moody's higher loss projections on subprime mortgages. In addition, continued concerns 
about the credit markets, rising default rates and an overhang from the supply pipeline are likely to keep 
the leveraged loan market In a state of volatility at least during the first half of 2008. Currently, we do not 
expect this volatility pressure to be sufficient to induce signifrcant downgrades of CLO liabilities thanks to 
prudent modeling assumptions and numerous structural enhancements. The projected increase In the 
U.S. corporate default rate is also partly captured in the ratings of the corporate loans that back CLOs. 
Additionally, loan default rates have historically been lower than bond default rates and Moody's pro- 
jected loan default rate is also lower than the projected corporate default rate.® 

More generally, given that we believe the deterioration in corporate credit quality is likely to continue, the 
performance of synthetic arbitrage corporate CDO portfolios is expected to weaken. The reduction of 
risk linked to CDO maturity shortening should, nevertheless, continue to partially offset this trend. The 
performance of investment-grade CDO deals with significant exposures to financials and housing-related 
credits will also be tested , 

2007 REVIEW 

The Collateralized Debt Obligation (COO) market in the U.S. was very active in terms of issuance 
throughout the first half of 2007. That was before the subprime market crisis and general credit turmoil of 

2 Beyond ihe general macroeconoirac oudook. Moody's addiifonalypreseni is Outlook for the general credft fundamentals of the 

major struciiffed finance sectcffs as well as vartous uDO arb-sectors. the Outlooks are intended to cover a periwJ of 1 2 to 1 8 
months and tx! updated {i^todically on an as-needed basis. Moody’s currently assigns five categtxtes of collateral perfc^^mance 

Outlook; Po^e. Po^e/Stabie, Stable. StaMe/Negative, and Negative. Fa example, a Stabteflfegative collateral poformance 
oiMook indicates ^at the asset class is not expected to pafam as weli over the next year as it is pofaming curroidy. 

3 See "Moodys Updates U)ss R-oiecitons fa 2«)6 Subjxime loons' Moody's Sffuctured Finance Special Rejsst. Janutvy 2008. 

4 See "Montt^ Default Repcw • January 2008,* Moody's Global Dedit Rese»’ch. Februa^ 1 2. 2K)8. 

5 See Moody’s Special Comment. 'Syndicated Bank Loare: 2007 Defatet Review and 2008 Outlook,* January 2008. 
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the second half. In terms of performance and structural challenges, 2007 proved momentous, probably 
themost important-year-thus-far in-the-hlstory-of-GDOs.-^ 

The most significant development in 2007 was certainly the U.S. subprime mortgage fallout. A conflu- 
ence of factors has led to unprecedented deterioration in the subprime mortgage market. Important fac- 
tors Include the extended period of global excess Bquidity that preceded it, the loose underwriting and 
lending standards during the peak of the subprime market boom in 2006, and the dramatic slowdown in 
the U.S. housing market. 

Those U.S. Structured Finance CDOs (SF CDOs) that were exposed to signifrcantly deteriorated 
subprime RMBS assets experienced significant downgrade activity by year-end.’ Uncertainty about the 
future performance of CDO assets and the complexity of CDO structures exacerbated illiquidity in the 
CDO market and heightened investors' caution toward structured finance products. As a result, we have 
seen a severe liquidity squeeze and drop in market value across virtually all structured asset classes, 
resulting in a significant amount of rating actions toward market-value structures. 

In the U.S. leveraged loan market, activity set new records in the first half of the year as reflected in issu- 
ance amounts, leverage multiples, covenant restrictions and pricing levels.® The introduction of the LCDX 
in May 2007 was another significant development in the leveraged loan market. However, the underlying 
attractive conditions in the market driving these trends evaporated over the summer, and speculative- 
grade debt issuance, including leveraged loans, dropped precipitously after July. There was concurrently 
a significant increase in the collateralized loan obligation (CLO) risk premium, and, after several years of 
vigorous growth, the leveraged loan CLO market experienced a slowdown in issuance. 

2. U.S. CDO ISSUANCE FELL FOR THE FIRST TIME SINCE 2002 

U.S. CDO issuance, whether measured by number of transactions or the dollar volume of liabilities, fell in 
2007 [Figure 7). This decline in rated volume was the first since 2002, while the CDO transaction count 
had not fallen since 1994. But the apparently modest slowing of annual issuance activity belles the 
sharp change In the market environment that occurred around the middle of 2007. For example, though 
annual COO issuance (dollar volume of liabilities) declined by just 3.2%, 2007 H2 volume was fully 56.3% 
below that of 2006 H2. 



6 For 2(X)7 rewew and 2008 0 Wkx)k of EMEA CDOs, see "2007 Review & 2008 Outlook - EMEA CaBaterateed Debt OWgations; 
Strong First Ha# in 2CM37 Wluted by Gtoba! Credit Crisis; Lov^r Issuance Expected in 20)8 ReflecUrw Continued Market Disrup- 
tions. Fetxuary 4. 2008. 

7 See 'U.S. Subprime RMBS ^5-2(X)7 Vintage Ratirw ^fcns: Januwy 2008.* February 2008. and 'Svuctwed Puiance CDO Rat- ' 
irra SurveBlance Report: Decsmiba- 2007." Janua^ 2W)8. 

8 ^'2007 U.S. Ca^-FtowCLO Review and 2008'OuUook,’ February 2008. 
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3. WHILE SLIGHTLY DOWN IN VOLUME, SF COOS AND CLOS CONTINUED TO 
DOMINATE UvS. COO ISSUANCE IN 2007 

By CDO type, the composition in 2007 was not very different from the previous year {Figures 2- and Si- 
Structured Finance (SH CDOs, synthetic corporate CDOs and CLOs (including HY CLOs and SME 
CLOs) again accounted for the vast majority of U.S. transactions in 2007 (about 90% by both transaction 
count and dollar volume of rated issuance). The most substantial change was that the proportion of SF 
CDOs within the overall CDO sector dropped both by transaction count and rated volume. Meanwhile, 
the share of CLOs remained largely unchanged (by deal count) or slightly higher (by dollar volume) com- 
pared to 2006, whereas the share of synthetic corporate COO transactions rose sharply. In addition, the 
shares of Market- Value and TRUPS CDOs were largely similar (by deal count) between 2007 and 2006.® 

Specifically, Moody's rated 269 SF CDO transactions totaling approximately US$1 59.8 billion in 2007, 
down more than 20% from the 354 SF CDO transactions totaling roughly US$200,6 billion rated in 2006. 

Moody's also rated 174 CLO transactions Oncluding SME CLOs) totaling US$91.2 billion in 2007, com- 
pared to 1 82 transactions totaling US$87.2 billion rated in 2006. Additionally, Figure 3 demonstrates that 
despite a decline in the number of CLOs in 2007, there was an increase in rated CLO volume, thanks to 
a few very large (multi-billion dollar) CLO deals rated during the year,’® 



9 Rated synthetic CDO volumes can be mlsteading because transaction sponsors may choose to sefi single tranches, w the attire 
capital structure of the U'ansactions. In particular, the selOng or retentnn of supersenior tranches greatly affects vc^me figures. The 
synUietic CDO transaction ccxint rose by 32 percent. 

10 See Ntoody’s Special Comment, "U.S. CLOs 2007 Review and 2008 Outlook.’ February 2008. 

1 1 Deal ^pe notatfon: ’EMCDO* stands f(x eme^ging-market CDO. ’HYCBO’ stands fw high-yield cofiata'alized bond obligatiwis 

(CBOJ. "HYCLO' stands fw high-yield ccSaieraitzed loan (CLO). "MVCOO* stands for market-value CDO, ’SME" wands 

for wnal-medium entw|wise loan CLOs, 'SF CDO' stands tor sbuctured-finanCT COO, "TRUPS* stands for CDO backed by Uusi 
p’^emed securities, ‘Sm Cwp' starKis for syntftetic cwporaie COO. The 'OTHER* categay inckides coSateraBzed fund ot%ation 
(CFO), kh-to-defautt, CDO backed by distressed debt, and cataswophic (CAT) bonds. In addlticm, Cralft OerivaUv^ Product Compa- 
nies (CDPC) are not incAided In tf« data samf^ of ihte report. Please see ’2007 U.S. Credit D^ivathre Product Companies Re^^ 
and 2008 OuUook." Moody’s Structured Finance Special Report. March 2008. 
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Figure'3 

Rated Volume of U.S. CDOs by Deal Type 


2007 Rated Volume 

(Deal Type, US$ Bn, Percent of the Total) 


2006 Rated Volume 

(Deal Type, US$ Bn, Percent of the Total) 




4. STRONG FIRST AND SECOND QUARTERS OFFSET DECLINES IN THE 
THIRD AND FOURTH QUARTERS OF 2007 


The year 2007 saw a sea change for the CDO market. Moody's rated more than 100 SF COO transac- 
tions in each of the first two quarters, but the number fell sharply to 40 in the third quarter and to just 
eight in the fourth quarter as the sheer speed and magnitude of the subprime mortgage fallout signifi- 
cantly weakened investors' confidence. In fact, the overall CDO market nearly seized up by the fourth 
quarter, during which Moody's rated Just over 50 deals totaling US$28.9 billion, compared to 250 deals 
totaling US$124.2 billion in the fourth quarter of 2006. Figure A depicts the drop in rated deals by quar- 
ter In 2007. 

As a result, SF CDOs accounted for 56.8% of U.S. CDO issuance (by dollar volume) during 2007 HI. but 
only for 29.5% in 2007 H2. Though CLO volume was also adversely affected by the credit crisis, the 
strong historical performance of CLOs and lack of a direct connection to the mortgage markets kept 
issuance from contracting as sharply as that of SF CDOs. A consequence was a substantial increase in 
the share of CLOs within U.S. CDO issuance-from approximately 21 .8% In 07H1 to 43.2% by 07H2 (and 
62.9% in the fourth quarter) by dollar volume. 
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Figare-4 

Number and Dollar Volume of U.S. CDO Deals Rated in 2007 



Dollar Volume 



■TRUPS 

□ SME 

■ SFCDO 
BOTHER 

■ MVCDO 

□ HYCLO 

□ EMCDO 

■ SynCorp 


S. UNPRECEDENTED SF CDO DOWNGRADES IN 2007 SHATTER HISTORICAL 
RECORD 


As a result of the subprime mortgage crisis and its severe impact on the ratings of RMBS/HEL tranches 
purchased by SF CDOs (including CDOs of COOs) and other CDOs, the scope and degree of CDO 
downgrades in 2007 was unprecedented [Figure 5). Moody's took a record 1 ,655 downgrade actions 
(including multiple rating actions on the same tranche during the year), roughly ten times the number of 
downgrade actions in 2006 and twice as many as in 2002, which had been the most volatile year for 
CDOs before 2007. 

The magnitude of the downgrades was also large by historical standards. On average, tranches that 
were downgraded during 2007 had their ratings lowered by roughly seven notches, compared to a pre- 

2007 norm of around three or four notches. Interested readers can find more detailed statistics of SF 
CDO rating actions. in the Moody’s monthly publication. "Structured Finance COO Rating Surveillance 
Brief."'^ 

12 See for example, "Structured Finance CDO Rating Sun,^lance &ief; December ^7." January 17, 2008. 
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As difficult as the structured credit environment was h 2007, corporate credit performance was only 
modestly-affeeted-by-the-turmoil-in-the-housing market-duBng-the-year.-The-absolute-number-of-COO 
upgrade actions declined in 2007 vis-a-vis 2006 as concerns grew on the potential spi-over effect of the 
subprime mortgage crisis on the broad economy and the corporate sector {Figure In addition to the 
subprime stress that dramatically affected SF CDOs. potential upgrades were limited by a declining num- 
ber of older, deleveraging high-yield CBOs/CLOs. 

While the absolute number of withdrawals increased in 2007, the figure relative to beginning-of-year out- 
standing ratings declined in comparison to 2006. As noted betaw, some withdrawals (of Market-Value 
CDOs) were associated with negative credit developments. The number of CLO withdrawals also 
declined, partly because the incentive to refinance older CLOs diminished as credit spreads widened in 
mid-2007. 


Figure 5 

Number of U.S. CDO Rating Actions 
(Downgrades, Upgrades, and Withdrawals) 



Ratmg Action Year 

The vast majority (about 95%) of the downgrade actions in 2007 occurred with respect to SF CDOs {Fig- 
ure Consistent with the development of the subprime mortgage problem, the downgrades were 
focused on the CDOs that purchased RMBS/HEl collateral from the 2006-2007 vintages (or that pur- 
chased other CDOs with such exposures). CDOs backed by earlier vintage subprime RMBS assets were 
not materially affected. 


13 



Multiple actions w the same tranche are coursed separately. WWte the rigures may be siightiy diff^nt our commentaries remain 
unchanged If me ctHint aisj percentage are based wt distinct traiches, wmich are used to compute rating action ^tteucs In a 
montf% Special Report "Structured Finance CDO Ratir^ Swvefflance Bri^. m addition, Moody’s wfit soon release its aimuaf ctkIII 
migration study for CDOs h a separate Spedal Repat. 
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Though small in absolute number, a significant proportion of Market-Value (MV) CDO tranches-roughly 
1 5% of the total outstanding at the beginning of Juiy-were also downgraded. These transactions also 
came under stress dufirigTITe credit/li^ifli^^sis iffthe secbna'fialTof'ZOOTrTfiose'MV'CD'O'sThat field 
RMBS collateral were, of course, most sharply affected. The transactions were forced to at least partially 
liquidate assets in order to maintain required overcollateralization ratios in the highly illiquid environment 
of 2007 H2, The sales occurred at the same time that other entities, such as Structured Investment 
Vehicles ("SIV), were liquidating similar instruments, putting further downward pressure on liquidation 
proceeds. Eighty-six tranches from five MV CDOs were completely liquidated during the year, contribut- 
ing to an unusually large number of withdrawn ratings for these transactions (Figures 7 and Q.” 



VerDate Nov 24 2008 


12:16 May 12, 2011 Jkt 066050 


PO 00000 Frm 01552 Fmt 6602 


Sfmt 6602 P:\DOCS\66050.TXT SAFFAIRS PsN: PAT 



1549 


Footnote Exhibits - Page 0779 

6. OVERALL U.S. FINANCIAL MARKET CONDITIONS REMAIN DIFFICULT 
HEADING-INTO 2008 

There is little expectation that CDO performance will quickly turn around in 2008. The diflicult market 
conditions that prevailed during the second half of 2007 remain. While credit spreads have widened in 
general, the increases have been particularly sharp for CDO liabilities [Figures 8-101. The most notable 
jump has been in the spreads for SF CDO liabilities, which have more than tripled at the Baa level and 
increased more than five times at the Aaa level during the last year. Of course, spreads on the underlying 
HEL securities that have backed many of these transactions have also jumped (from 85 bps to 450 bps 
for Aa HEL securities), but not to the point where expected returns can foster significant market demand 
for SF CDO liabilities.'® 

Spreads for other CDO liabilities, such as those issued by CLOs and syntheUc CDOs were significantly 
impacted by the spill-over effect of the subprime market crisis and increased sharply as well. On a rela- 
tive basis, most of these increases were similar to those for SF COO obligations while the spreads of the 
underlying corporate assets did not increase as much. For example, Aaa CLO spreads jumped from 24 
bps to 95 bps from the beginning to the end of last year, whereas single-B leveraged loan spreads rose 
from roughly 270 bps to 350 bps during the same period.'® In some cases, the relative increases in 
spreads such as those for Aaa-rated synthetic corporate CDO liabilities were even larger (leaped by 
more than six times) than for SF CDO liabilities.” 



15 in the absence of a signincant number of new SF CDO vansactions. these liabitly spreads are best viewed as indicative, rather than 
weD-dermed av»-ages. 

16 The average rating of a CLO portfolio is fri the singte-B range. 

1 7 The spreads on CDO liabilities have contir«jed to nse in the first two months of 2008. As of February 22. 2008. the indicative spread 
of s^ior Aaa HG SF CDOs stood above 500 bps. vv^reas the ^ead of Aaa U.S. CLOs was abcHJt 1 85 bps. 
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Figure-9 

Spreads of U.S. CLO Liabilities Compared 
with Spreads of U.S. Leveraged Loans in 2007 

•HY CLO (Baa, left) HY CIO (ftaa, left) Leveraged Loans (B, ligltl) 



Source: JP Morgan 


Figure 10 

Spreads of Synthetic Corporate CDO Liabilities Compared 
with Spreads of Industrial Corporates in 2007 

• Syn Cofp (Baa, left) — — Syn Corp (Aaa, left) 

Industrial CorpcHBtes (Baa, right) 



Source: JP Mwgan 


The real economy has already slowed and some analysis believe ihe U.S. has already entered a reces- 
sion. In particular, both home sales and home prices have deteriorated to an extent not seen in decades 
{Figure 1 7). Delinquency rates for 2006 and 2007 mortgage loans continue to significantly exceed those 
of earlier cohorts {Figure 12). 
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The slumping housing sector, its spill-over into financial markets and the slowing of the U.S. general econ- 
omy have begun to have an adverse impact on Moody's corporate ratings. Figure 13 shows that the 12- 
month trailing ratings drift (the difference between upgrades and downgrades relative to outstanding rat- 
ings) turned negative in the latter part of 2007 . 

Moody’s anticipates a sharp rise in U.S. defaults during 2008 in comparison with recent years {Figure 74). 
Moody's baseline forecast is for an increase in the trailing 12-month speculative-grade default rate from 
just 0.9% in 2007 to 5.3%, a level slightly above the historical average of 4.7%, by the end of 2008.’® 
Moody's pessimistic case contemplates default rates similar to the double-digit peaks that occurred dur- 
ing the 1991-1992 and 2001-2002 periods. 

18 Moody's expects that the specutative-grade U.S. loan default rate wiS Increa^ to approximately 3.0% from Its cuiraii 0.1% by the 
end CH 2008. See Moody's Special Comment, 'Syndicated Bank Loans: 2007 Ctefault Review and 2008 Outlook,* January 2008. 
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7. GENERALLY SLOWER ISSUANCE AND MORE NEGATIVE RATING ACTIVITY 
ARE EXPECTED IN 2008 


ISSUANCE ACTIVITY OUTLOOK 

The difficult market and real-sector conditions that are likely to prevail during 2008 will continue to pres- 
sure both CDO activity and performance. We anticipate declining activity across all CDO types with the 
sharpest downturn naturally in the SF CDO sector. The heightened asset price volatility in the current 
environment will also reduce the demand for market-value structures. Even sectors that have exhibited 
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strong historical performance, such as CLOs and TRUPS CDOs, will slow in 2008,'® We expect the bulk 
oHssuanee-activityrin-2008 to-revolve-around-eash-flow-GbOs-and-synthetifrCorparate-GDSsr 

If the credit environment improves somewhat in the latter part of the year, there may be pick-up In vol- 
ume at that time. Also, the deterioration in capital experienced by a number of financial institutions as a 
result of mortgage-related losses could foster more balance-sheet CDOs. In addition, SME CLO bal- 
ance-sheet transactions may rebound quicker than arbitrage CLOs as these balance sheet transactions 
are issued primarily as a source of funding rather than as a result of asset/liability arbitrage. 

RATING PERFORMANCE OUTLOOK 

CDO performance in general will continue to suffer in 2008, especially within the SF CDO subsector. 

Moody's has revised upward its subprime RMBS loss projections and has warned that even highly-rated 
RMBS tranches may be downgraded by several notches,™ Such downgrades would put significant 
downward pressure on the ratings of 5F CDOs. As a result, our 2008 outlook for the SF CDO collateral 
performance is negative with significant rating implications on SF CDO securities. 

Though the projected increase in the U.S. corporate default rate is partly reflected in the ratings of the 
corporate instruments that back CLOs and synthetic corporate CDOs, the likelihood of continued nega- 
tive ratings drift may pressure these CDOs' liability ratings. Still, we do not expect this pressure to be 
sufficient to induce significant downgrades of CLOs and corporate CDO liabilities. Indeed, existing cor- 
porate transactions with the ability to trade could benefit from wider spreads on collateral. Consequently, 
our 2008 outlook for CLO and synthetic corporate CDO collateral performance is stable/negative with 
limited rating implications.®' 

The rating outlook for MV CDOs backed by structured instruments continues to be negative in view of 
ongoing liquidity deterioration in the credit market.. Market prices remain weak as a variety of institutions 
attempt to unload structured instruments, especially RMBS and CDOs with direct or indirect exposure to 
subprime mortgage assets. In addition, the heightened price volatility of leveraged loans has put pres- 
sure on MV CLOs. Therefore, we assign a stable/negative outlook for the MV CDO collateral perfor- 
mance with limited rating implications. 


19 For me 2007 Review and 2008 OuUook of TRUPS CDOs, please sec 'The U.S. Trust Prefeuetl CDO Sector Review and 2008 Out- 

look.’ March 2008. ' , . 

20 See "Moody's updates loss pr^ctiorts for 2(»6 aibpfime RMBS.’ Moody's Announcement. Janua^ 31. 20)8. 

21 A stabte/negatiye coflaierai performance oudook indicates that the asset class is mi expected to perfes-m as wdJ over the next year 
as It is performing ctBrently, 
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